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FOREWORD 


DuBiNG  the  war  there  has  been 
much  speculation  as  to  what  Amer- 
ica mi^t  expect  in  the  way  of  im- 
migration in  the  future.  With  the 
advent  of  the  thousands  knocking  at 
the  doors  of  Ellis  Island  for  admission, 
a  renewed  interest  in  the  problem  of 
immigration  has  been  aroused  in  this 
country  and  Congress  is  now  consider- 
ing ways  and  means  of  securing  a 
breathing  spell  in  order  that  some  con- 
structive policy  may  be  reached. 
With  the  close  of  the  war  the  agitation 
against  the  Japanese  on  the  Pacific 
Coast  has  been  renewed  and  in  Novem- 
ber last,  California  passed  a  very 
drastic  law  with  reference  to  the  leas- 
ing and  selling  of  land  which  may 
perhaps  invite  international  complica- 
tions. Meantime,  during  the  war  our 
immigration  laws  were  suspended — by 
what  authority  seems  a  bit  uncertain — 
and  the  Mexicans  were  permitted  to 
enter  freely.  It  has  seemed,  therefore, 
to  the  Editors  of  The  Annals  that  a 
volume  discussing  present-day  condi- 
tions would  be  most  timely. 

Inasmuch  as  the  Japanese  question, 
because  of  its  international  complica- 
tions, is  in  many  ways  the  most  im- 
portant of  the  immigration  topics, 
particular  attention  has  been  paid  to 
it.  The  writers,  chosen  because  of 
their  knowledge  of  the  subject,  were 
invited  to  express  their  own  opinions 
and  have  in  no  sense  entered  into  a 
debate.  For  the  convenience  of  the 
reader,  however,  I  have  attempted  to 
classify  the  articles  and  on  pages  16  to 
55  will  be  found  the  papers  in  which  the 
presence  of  the  Ji^anese  is  considered 
a  peril  to  the  country  and  in  which, 
thorefore,  a  greater  degree  of  exclusion 
and  more  drastic  regulation  here  are 


advocated;  while  on  pages  55  to  120  will 
be  found  papers  taking  a  more  favor- 
able view  of  the  situation  and  inclined 
to  deprecate  any  discriminatory  legis- 
lation or  treatment.  I  commend  a 
careful  reading  of  these  various  articles 
to  all  who  are  interested.  It  is  per- 
haps proper  for  me  to  state  that  the 
United  States  Census  figures  pub- 
lished since  these  articles  were  written 
report  a  Japanese  increase  in  Cali- 
fornia of  28,840  as  over  against  the 
45,927  claimed  by  the  report  of  the 
State  Board  of  Control. 

Three  papers  deahng  with  the  immi- 
gration of  Mexicans  will  be  found  on 
pages  121  to  133  and  the  attention  of 
those  interested  is  directed  to  the  fact 
that  in  Miss  Baughman's  article  (page 
161)  will  be  found  further  reference  to 
the  Mexicans. 

In  the  closing  section  of  the  volume 
effort  has  been  made  to  present  some 
of  the  underlying  factors  involved  in 
the  translation  of  foreigners  into 
Americans  and  while  I  must  not  com- 
ment on  individual  articles,  I  may  sug- 
gest that  the  general  reader  will  find 
a  viewi)oint  somewhat  new  presented 
by  Professor  Miller,  who  emphasizes 
the  importance  of  psychological  reac- 
tions of  people  who  have  lived  under 
repression.  Miss  Kellor  strikes  a  new 
note  in  immigration  discussion.  The 
Academy  considers  itself  fortunate  in 
having  a  constructive  article  with 
reference  to  our  control  of  immigra- 
tion presented  by  so  able. a  man  as 
Mr.  Jessup.  I  am  sure  that  these 
papers  will  prove  of  value  to  those 
who  are  helping  to  shape  our  future 
policy. 

Carl  Kelsey. 

Univ.  of  Pennsylvania. 
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The  Background  of  the  Relations  Between  Japan 
and  the  United  States 

By  Hon.  Roland  S.  Morris 
American  Ambassador  to  Japan 


I  AM  not  going  to  discuss  any  of 
those  questions  which  may  at  the 
present  time  be  the  subject  of  friendly 
discussion  between  our  Government 
and  the  Government  of  Japan.  All 
will  appreciate  the  convention  inci- 
dent to  my  present  representative 
capacity,  and  which  makes  it  inad- 
visable for  me  to  discuss  any  subjects 
which  are  being  discussed  between  our 
governments.  And  yet,  I  do  want  to 
say  just  one  word.  I  had  occasion 
just  before  I  left  for  Japan  to  quote  the 
words  uttered  by  Viscount  Ishii  when 
he  arrived  in  San  Francisco  on  his 
special  mission.  He  then  said  that 
from  his  e3q)erience  of  the  diplomatic 
relations  of  the  Japanese  Government 
he  was  confident  that  there  were  no 
questions  between  the  United  States 
and  Japan  which,  if  approached  in  a 
spirit  of  fair-mindedness,  candor  and 
generosity,  were  not  susceptible  of  a 
perfectly  just  settlement. 

And  that  is  the  reason  that  through 
these  days  when  the  interest  of  our 
people  has  been  concentrated  quite 
considerably  on  the  questions  of  our 
relations  with  the  Japanese  Govern- 
ment and  people,  I  have  sincerely 
regretted  the  ill-considered  statements 
which  appear  in  both  countries  from 
time  to  time,  suggesting  that  we  may 
have  serious  difficulties  or  even  con- 
flict with  Japan. 

I  concur  entirely  in  what  the  Premier 
of  Japan,  Mr.  Hara,  said  only  the 
other  day,  that  war  between  the 
United   States  and  Japan   is   simply 


unthinkable;  but  I  do,  having  said 
that  much,  I  do,  as  I  say,  value  this 
opportunity  just  to  speak  about  what 
I  have  called  the  background  of  rela- 
tions between  the  United  States  and 
Japan.  First,  I  want  to  speak  vely 
briefly  about  our  historical  associations, 
because  we  can  not  understand  the 
background  of  relations  between  peo- 
ples unless  we  recall  to  our  minds  some 
of  the  historical  associations  which  are 
connected  with  those  relations. 

It  is  the  habit,  in  discussing  this 
subject,  to  refer  generally  tp  the  serv- 
ice which  was  rendered  at  the  time 
that  Commodore  Perry  first  opened 
the  ports  of  Japan  and  brought  Japan 
into  contact  with  the  Western  life  and 
Western  civilization  after  a  long  period 
of  seclusion.  Of  course,  that  was  a 
dramatic  episode  in  1853,  followed  as 
it  was  by  his  first  treaty,  granting  cer- 
tain limited  privileges  to  vessels  under 
the  American  flag  that  desired  to  take 
refuge  or  to  trade  in  the  ports  of  the 
Japanese  Empire.  But  perhaps  not 
unnaturally  the  real  basis  and  founda- 
tion of  our  relations  which  were  laid  by 
our  first  consul  and  minister  resident 
to  the  Japanese  Empire  have  been 
more  or  less  hidden  by  the  intervening 
half  a  century  since  his  labors  were 
performed.  I  wish  that  the  American 
people  knew  more  than  they  do  today 
about  the  extraordinary,  romantic  and 
successful  career  of  Townsend  Harris, 
who  went  to  Japan  as  the  result  of  one 
of  the  provisions  of  the  Perry  Treaty, 
which    allowed    the    Government    to 
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send  there  a  consul  who,  it  was  pro- 
vided, should  reside  at  the  Uttle  port 
of  Shimoda  on  the  Peninsula  of  Idzu, 
across  the  mountains  from  the  capital 
of  the  Empire. 

The  man  whom  the  President  of 
the  United  States  then  chose  for  that 
task  had  been  a  merchant  of  the  old 
New  York  type.  For  many  years  he 
had  attended  to  his  business  earnestly, 
had  gone  to  his  club  of  an  evening,  and 
taught,  as  they  all  did  inevitably  in 
those  days,  his  Sunday-school  class  on 
Sunday,  and  who  probably  thought 
that  he  was  destined,  like  the  mer- 
chants of  his  time  to  be  buried  in 
Trinity  churchyard,  opposite  Wall 
Street,  where  so  many  men  who  have 
lived  the  same  kind  of  life  in  New 
York  found  a  resting-place.  By  curious 
chance,  however,  he  decided,  late  in 
life,  when  he  was  approaching  fifty 
years  of  age,  to  abandon  this  regular 
life  and  go  put  to  the  Far  East  to  study 
Far  Eastern  conditions.  It  was  there 
he  was  found  by  our  Government,  and 
requested,  first,  to  negotiate  a  treaty 
wHith  Siam,  and  then  proceed  to  take 
his  position  as  consul  at  Shimoda. 

There  is  something  very  romantic 
about  his  arrival  there,  when  he  was 
left  by  a  man-of-war  on  this  Peninsula, 
the  only  foreigner  at  that  moment, 
excepting  the  interpreter,  Mr.  Heus- 
ken,  in  that  far  world — cut  off  from 
his  own  country  and  the  outside  world 
— entrusted  with  the  task  of  persuading 
the  Japanese  Government  and  the 
people  that  they  ought  to  enter  into 
closer  international  relations  not  only 
with  the  United  States  but  with  the 
other  countries  which  were  at  that 
time  knocking  at  their  door  for 
recognition. 

They  wanted  him  to  go  home, 
begged  him  in  every  way  to  leave; 
told  him  they  wanted  to  go  back  to 
their  historic  seclusion,  and  not  to  be 
annoyed  by  having  to  come  in  contact 


with  the  outside  nations.  For  over 
fourteen  months  he  remained  in  Shi- 
moda, trying  to  persuade  them  to 
permit  him  to  go  across  the  great 
Hakone  range  of  mountains  and  into 
the  City  of  Yedo  in  order  to  present 
his  credentials  to  the  Emperor  of 
Japan  or  the  Shogun,  whom  he  be- 
lieved to  be  the  Emperor  of  Japan  at 
that  time,  and  establish  diplomatic 
relations  with  the  Government. 

Many  obstacles  were  placed  in  his 
way,  but  finally  by  tact,  sympathy 
and  diplomacy  he  won  his  point 
and  made  his  triumphal  journey  to 
Tokio,  marching  across  the  mountains* 
guarded  by  a  Japanese  escort  and 
accompanied  by  his  lone  interpreter — 
probably  one  of  the  most  remarkable 
journeys  ever  made  by  any  representa- 
tive of  our  country.  He  was  going 
through  a  country  which  had  been 
shut  off  from  any  sight  of  foreigners 
for  over  two  centuries  and  a  half.  He 
was  practically  alone.  Thousands, 
tens  of  thousands,  it  was  estimated, 
as  he  approached  the  city,  were 
gathered  there  to  view  this  strange 
person  who  was  going  through  to 
deliver  credentials  from  a  foreign 
potentate. 

He  entered  Tokio,  and  I  want  you 
to  realize  this  fact,  only  sixty-three 
years  ago  this  November,  and  there  are 
many  men — some  of  them  who  have 
risen  to  prominent  places  in  the  Gov- 
ernment of  Japan — who  can  recall  the 
excitement  occasioned  by  his  entry 
into  the  city,  men  who  are  still  living 
and  active. 

It  is  hard,  is  it  not,  for  us  to  realize 
that  this  history  of  the  relationship 
covers  only  a  period  of  a  little  over 
half  a  century?  When  he  entered 
Yedo,  or  Tokio,  as  they  call  it  now,  he 
was  going  through  as  the  first  repre- 
sentative who  had  ever  come  from  a 
foreign  country  since  the  time  the 
ports  of  Japan  were  closed  back  in  the 
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early  part  of  the  seventeenth  century. 

Mr.  Hams  found  a  very  unusual 
and  unexpected  situation.  Forces 
which  had  been  gathering  within  the 
Empire  of  Japan  for  over  a  century 
before  his  arrival,  forces  of  a  newer 
learning  and  broader  outlook,  forces 
of  a  greater  desire  to  come  in  contact 
with  the  world  at  large — suppressed 
and  held  down — ^were  beginning  to. 
assert  themselves. 

It  was  not  the  opening  of  the  ports 
by  Perry  or  the  presence  of  Townsend 
Harris,  the  American  representative, 
that  made  the  new  Japan.  That  was 
in  the  making  for  centuries  before  they 
came.  It  simply  was  the  act  that 
ooncentrated  these  forces  so  that  they 
might  assert  themselves,  and  which 
resulted  in  the  civil  war  which  took 
place  a  few  years  later,  and  gave  to 
these  forces  the  control  of  the  destiny 
of  this  great  nation.  When  he  came 
there  he  did  not  realize  the  seriousness 
<rf  that  strug^e,  or  how  closely  it  im- 
pended; how  much  it  meant  to  the 
nation.  He  was  bewildered  by  the 
strange  surroundings  and  atmosphere 
and  conventions.  He  found  a  per- 
fectly contented  and  highly  organized 
civilization  and  government.  He  tried, 
with  shrewd  common  sense,  with  a 
generous  heartedness,  with  large  sym- 
pathies, to  break  through  this  unfa- 
miliar veil  which  concealed  the  real  pur- 
poses and  meanings  of  the  people  with 
whom  he  was  dealing,  and  tried  to  get 
at  the  heart  of  the  problem;  and  yet 
he  was  often,  as  he  telb  in  his  Joiu-nal, 
utterly  baffled  by  it. 

But  he  struggled  on.  Plainly,  his 
diary  is  a  record  of  faith  and  sincerity 
which  is  an  inspiration  to  any  man  who 
has  any  task  of  that  character,  in  the 
study  of  another  people, — teUing  us  in 
that  diary  how  he  struggled  on,  dis- 
appointed, seemingly  misled,  not  mak- 
ing progress  in  his  associations,  but  be- 
lieving if  he  were  frank,  if  he  were 


sincere,  and  if  he  were  generous  in  his 
sympathies,  if  he  made  allowances 
and  tried  to  understand,  that  in  due 
coiu-se  he  would  be  able  to  understand. 

And  the  man  whom  the  Japanese 
representatives  had  begged  to  leave 
their  country,  after  he  had  been  there 
for  a  period  of  six  years,  was  the  same 
man  that  they  begged  even  harder 
that  he  might  remain,  because,  they 
told  him,  "Your  interest  and  your 
sympathy  has  made  you  understand 
as  no  foreigner  can  understand." 
Their  disappointment  was  keen  when 
he  went  home.  We  in  the  United 
States  have  forgotten  about  that  repre- 
sentative who  labored  there  alone, 
but  there  is  hardly  a  Japanese  man  or 
Japanese  child  that  can  not  tell  you 
of  the  history  and  of  the  achievement 
of  Townsend  Harris,  and  what  he 
meant  to  their  people. 

Now,  I  can  give  you  many  illustra- 
tions from  that  historical  period  but  I 
do  not  have  the  time.  I  want  to 
choose  one  illustration  which  will  show 
you  the  difficulties  of  his  problems  and 
the  way  he  approached  them.  After  he 
had  negotiated  our  first  treaty — our 
first  large  treaty  that  succeeded  the 
Perry  Treaty — ^he  found  a  tremendous 
reaction  among  the  Japanese  people 
against  the  prospect  of  any  closer 
contact  with  foreigners.  There  was  a 
period  of  dissension,  a  period  of 
approaching  civil  war.  His  own  life 
was  threatened.  The  representatives 
of  other  countries,  who  had  been 
gathering  there  in  the  years  succeed- 
ing his  visit,  became  alarmed.  They 
said  that  the  moment  had  arrived 
when  some  form  of  intervention 
or  of  joint  action  would  have  to 
be  taken  in  order  to  protect  foreign 
interests  that  had  established  them- 
selves in  the  Japanese  Empire.  And 
then,  in  that  critical  moment  when 
intervention  might  have  taken  place 
and  the  whole  history  of  Japan  might 
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have  been  changed,  the  faithful,  de- 
voted friend  and  interpreter  who  had 
acted  for  Townsend  Harris  during  the 
years  of  his  residence,  Mr.  Heusken, 
was  murdered  in  the  streets  of  Tokio; 
and  instantly  practically  every  other 
foreign  representative  left  the  city, 
and  protested  that  they  would  no 
longer  stay  within  the  confines  of  that 
Empire  away  from  the  guns  of  their 
men-of-war.  But  the  one  man  who  had 
been  the  most  directly  attacked,  whose 
own  interpreter  had  been  stricken 
down,  stayed  in  Tokio  all  alone  and 
said,  "I  know  this  does  not  mean  any 
antagonism  of  the  Japanese  people, 
this  act  of  a  single  man;  and  I  propose 
to  remain  here,  get  the  proper  repara- 
tions from  the  Government,  and  con- 
tinue to  trust  the  Government  that  has 
assured  me  they  will  do  everything 
they  can  under  diflBcult  conditions  to 
give  me  protection."  He  stayed  for 
some  three  months,  and  there  are  Jap- 
anese still  who  can  tell  you  how  they 
watched  this  strange  foreigner  pacing 
up  and  down  the  porches  of  the  Bud- 
dhist Temple  in  which  he  made  his 
home,  watching  with  patience  the 
developments  outside.  He  remained 
there  until  one  by  one  all  the  other 
representatives  returned.  'The  crisis 
was  over.  The  Japanese  Government 
made  the  proper  amends  for  the  act 
of  her  citizen  and  intervention  was 
averted. 

This  splendid  exhibition  of  sym- 
pathy, of  understanding,  of  judgment 
— that  was  the  note,  the  spirit  rather, 
that  ran  through  the  whole  conduct  of 
this  our  first  representative  to  the 
Japanese  people  at  a  most  critical 
time.  It  was  a  spirit  that  was  carried 
on  and  exemplified  by  his  immediate 
successor.  It  formed  the  basis  and  the 
foundation  for  the  attitude  of  mind 
which  has  been  taken  by  our  people 
and  our  Government  toward  the 
wonderful  development  of  the  Japanese 


nation  and  people  in  the  last  fifty 
years,  a  spirit  of  generous  understand- 
ing, of  real  sympathy,  and  of  faith  in 
their  intentions  and  in  their  purposes 
and  their  wiUingness  to  co5perate  if 
we  can  retain  and  keep  that  faith. 

Later   on    the   diplomatic   matters 
became  less  important  than  they  had 
been  in  Townsend  Harris'  day,  and 
that  was  succeeded  by  the  next  one  of 
the  contacts  or  associations  which  the 
American  people  have  had  with  the 
Japanese  people  as  a  background  for 
their    present    relations.      Townsend 
Harris  left  Tokio  in  1862.    He  went 
back  to  find  his  own  country  in  the 
throes  of  a  great  civil  war.    Our  inter- 
ests were  concentrated  on  our  own 
problems    and    our    own    period    of 
reconstruction  that  followed.    We  lost 
sight,  perhaps,  of  the  interest  which 
we  had  aroused  and  the  sympathies 
which    we    had    created    across    the 
Pacific.    Between  1865  and  1866,  when 
we  began  the  completion  of  our  great 
transcontinental    railroads,    and    the 
period  toward  the  end  of  the  last  cen- 
tury, we  were  moving  forward  in  that 
tremendous  development  of  our  west- 
ern territory;  we  were  more  or  less  a 
people  who  were  centered  on  ourselves, 
and  the  result  was  that  so  far  as  our 
trade  relations  were  concerned — ^which 
would  have  been  the  basis  of  many 
other    relations    with    the    Japanese 
people — ^they  fell  off  and  amounted  to 
very  httle.    In  fact  so  much  so,  that 
during  that  period  some  cynic  once 
remarked  that  Commodore  Perry  had 
succeeded    in    opening    the    ports    of 
Japan  to  British  trade  and  American 
missionaries.     But  that  last  phrase  is 
the  one  that  I  want  to  pause  on  for  just 
a  moment.    While  we  were  not  inter- 
ested primarily  in  the  development  of 
Japanese  trade  in   those  intervening 
years  when  we  were  developing  our 
own    country,    we    were    profoundly 
interested  in  education  and  missionary 
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work  which  was  being  carried  on  by  as 
remarkable  a  band  of  men  and  women 
as  has  ever  been  sent  on  any  mission 
by  our  country.  I  like  to  think  ot 
those  splendid  ^  statesmen — mission- 
aries, like  Verbeck  and  Davis  and  Hep- 
bum  and  Loomis — who  went  out  in 
the  late  sixties  or  early  seventies,  and 
became  the  counsellors  and  friends  of 
the  Japanese  people  and  the  Japanese 
Government  officials,  and  helped  them 
in  making  these  early  contacts  with 
Western  Ufe  after  their  long  period  of 
seclusion. 

We  hardly  reaUze  how  much  that 
educational  and  missionary  work  has 
done,  because  one  can  never  value  the 
eflfect,  or  estimate  the  force  of  an  idea 
as  it  permeates  into  the  body  of  the 
civilization  of  a  people.  They  estab- 
Ushed  a  university.  They  established 
contacts.  They  guided  the  early 
students  who  came  in  such  numbers 
to  the  United  States.  They  formed 
that  bond  which  has  continued  to 
exist  between  our  two  peoples,  that 
bond  of  education  in  which  thousands 
of  Japanese  young  men  have  come 
over  to  study  our  institutions,  to  Uve 
in  the  atmosphere  of  our  life,  and  go 
back  there  to  Uve  in  the  political, 
commercial  and  other  interests  of  their 
country. 

One  can  hardly  comprehend,  in  the 
study  of  the  Japanese  problem,  the 
vast  sympathy  and  aCFection  that  has 
been  created  in  the  Japanese  people  by 
the  unselfish  eflfort  of  the  hundreds  of 
men  who  have  gone  out  there  and 
educated  those  people  through  the  past 
half  a  century.  We  must  keep  that  as 
part  of  the  background  of  any  ques- 
tions or  problems  that  may  arise  be- 
tween our  two  peoples. 

Now  I  want  to  say,  finally,  as  an- 
other element,  something  about  the 
growth  of  our  trade  relations,  because 
these  too  are  forming  now,  even  more 
than  at  any  oiheT  time,  another  great 


bond  of  interest  and  of  exchange  be- 
tween the  two  nations. 

In  the  early  days,  as  some  of  you  will 
recall,  we  had  a  large,  hopeful  and 
growing  trade  of  the  clipper  ships  across 
the  Pacific  engaged  in  the  China  trade 
primarily;  and  we  had  great  hopes  at 
the  time  that  those  ships,  with  their 
famous  skippers,  going  out  from  the 
New  England  coast,  into  the  Far  East, 
and  coming  back  laden  with  the 
materials  they  had  gathered  there, 
would  be  the  basis  of  a  great  trade  of 
our  country  with  the  Orient.  One  of 
the  reasons  our  Government  saw  fit  to 
send  Commodore  Perry  to  get  better 
privileges  at  the  ports  of  Japan,  was 
for  the  protection  of  that  early  China 
trade.  These  ships  often  had  long 
passages  to  make,  often  ran  out  of 
fresh  water  and  other  necessities,  and 
were  unable  because  of  the  seclusion 
of  the  Japanese  to  enter  port  and  gain 
succor  and  suppHes.  That  is  one 
reason  the  effort  was  made  to  bring 
this  secluded  nation  within  the  com- 
munity of  nations;  but  it  is  one  of  the 
ironies  of  history  that,  while  Townsend 
Harris  was  negotiating  the  details  of 
the  second  treaty  that  was  to  provide 
this  very  thing,  we  were  engaged  in  a 
war  at  home  which  was  to  result  in 
sweeping  the  American  merchant  mar- 
ine from  the  sea  for  a  long  period  of 
time.  So  that,  at  the  conclusion  of 
that  war,  much  that  had  been  gained 
was  of  no  avail  because  our  ship3  were 
no  longer  on  the  high  seas  sailing  under 
the  American  flag. 

So  it  was  for  this  reason  that  our 
shipping  industry  failed.  Because  of 
this  failure  and  because  of  our  con- 
centration of  interests  within  our  own 
border  and  the  development  of  our 
own  country  after  the  Civil  War,  very 
little  progress  was  made  in  our  trade 
relations  with  the  Orient.  In  recent 
years,  however,  as  Japan's  needs  have 
grown,  as  our  capacity  for  production 
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has  developed,  and  as  we  too  have  been 
reaching  out  to  find  foreign  markets, 
we  are  beginning  to  build  up  a  trade 
which  was  beyond  all  the  conceptions 
of  those  who  first  thought  of  the  possi- 
bilities of  friendly  trade  relations  with 
the  people  of  the  Far  East. 

Here  are  some  figures  to  show  how 
in  the  last  three  years  alone  that  trade 
has  developed.  We  all  know  the  de- 
mand that  hiEis  been  made  in  this 
country  in  recent  years  for  various 
silk  products,  but  I  do  not  believe'that 
we  appreciate  how  much  of  that  silk 
comes  to  us  as  raw  silk  from  the  Em- 
pire of  Japan.  In  1917  we  imported 
from  Japan  raw  silk  worth  $154,000,- 
000;  in  1918,  $173,000,000  and  in  1919 
we  imported  raw  silk  to  the  enormous 
total  of  $328,000,000, 

From  that  amount,  sent  to  us  by 
Japan,  Japan  obtains  the  funds  with 
which  she  can  purchase  in  our  mar- 
ket the  cotton  needed  in  her  mills  in 
order  to  supply  the  market  which  she 
is  developing  in  China.  Here  is  the 
strongest  conceivable  basis  for  the 
closest  possible  co5peration  in  the 
development  of  a  splendid  trade  on 
the  Pacific  between  these  two  countries. 

Just  a  word  in  regard  to  the  spirit  of 
co5peration  which  has  characterized 
some  of  our  recent  trade  efforts  in  the 
Orient.  The  organization  of  the  con- 
sortium of  which  you  have  read,  an 
effort  of  the  leading  nations  to  join 
together  in  solving  China's  pressing 
financial  problems  and  assisting  in  the 
improvements  which  the  Chinese  need, 
is  one  of  the  co5perative  efforts.  The 
effort  which  was  made  under  the  lead- 
ership of  the  United  States  in  Japan 
during  the  period  of  the  war,  and  after- 
ward, in  the  international  supervision 
of  the  Chinese  Eastern  Railway  in  an 
effort  to  hold  open  that  trade  route 


into  Siberia  and  Russia  is  another  evi- 
dence of  that  general  international  and 
trade  co(5peration.  It  is  along  those 
lines  that  lies  our  greatest  hope,  and 
the  greatest  possibiUty  of  closer  co5p- 
eration  with  the  Japanese  people;  and 
it  is  because  of  this  that  I  turn  back 
again  to  the  spirit  that  pervaded  the 
negotiations  of  our  first  representa- 
tive, and  ask,  "Are  we  not  justified  in 
believing  that,  as  in  a  solution  of  the 
questions  which  he  had,  he  found  suc- 
cess by  his  spirit  of  generous  sym- 
pathy, understanding  and  real  earn- 
estness of  purpose  and  firmness,  so 
may  we  not,  studying  the  various 
problems  which  may  arise  between 
these  growing  interests  of  our  two 
countries,  adopt  precisely  the  same 
spirit  and  same  method  and  be  assured 
of  the  same  success?" 

Just  one  thing  more:  The  fact  that 
there  are  problems  or  questions  between 
nations  is  in  no  sense  an  evidence  of 
unfriendly  relations  between  them; 
rather  it  is  evidence  of  the  growth  and 
the  closeness  of  their  mutual  interests. 
Those  are  the  things  that  bring  these 
questions  up  for  adjustment.  I  have 
tried  to  show  you  thus  briefly  how 
close  those  mutual  interests  have  been 
— ^historic,  educational,  commercial — 
and  my  one  hope  is  that  we  as  a  people, 
freed  from  bitterness,  from  prejudice, 
from  hasty  judgment,  will  study  the 
new  questions  as  they  arise,  calmly,  in 
a  spirit  of  generosity,  confident  that  if 
we  are  sympathetic,  are  loyal  to  our 
own  interests  but  generous  in  under- 
standing the  interests  of  others,  we 
will  find  in  the  Japanese  people  a 
response  which  will  show  to  us  anew 
the  faith  that  they  have  always  had 
in  our  unselfish  purposes  and  in  our 
high  international  ideals. 
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The  Attitude  of  the  Chinese  towards  Americans 

By  Hon.  Paul  S.  Reinsch^ 

Recently  United  States  Mmister  to  China 


1AM  to  speak  about  the  feeling 
which  the  Chinese  people  enter- 
tain towards  America  at  the  present 
time.  I  shall  therefore  not  be  able  to 
go  back  to  look  at  the  historic  origins. 
Our  relations  with  China  go  back 
one  hundred  and  forty  years;  and,  as 
you  know,  our  first  national  consular 
representative  was  appointed  to  China 
in  1786.  It  is  an  inspiring  part  of  our 
national  history — that  venturesome 
and  perilous  voyaging  from  New  Eng- 
land and  the  Middle  States  around 
Cape  Horn  to  the  ports  of  the  Far 
East;  it  shows  the  spirit  of  national 
adventure,  one  that  later  expressed 
itself  in  the  pioneering  progress  across 
the  Continent.  At  the  time  Town- 
send  Harris  did  his  work  in  Japan  we 
were  just  on  the  verge  of  turning  away 
from  these  world-wide  developments, 
and  concentrating  on  our  home  affairs. 
Through  the  Civil  War  we  lost  our 
merchant  marine,  which  happily  now 
is  being  restored  so  that  our  flag  will 
again  be  seen  in  these  distant  countries 
competing  with  the  other  great  com- 
mercial nations  of  the  world.  That  is 
one  of  the  few  advantages  we  can  see 
coming  out  of  the  troublous  times 
we  have  passed  through  during  the 
past  few  years. 

In  that  long  period  of  one  hundred 
and  forty  years  there  has  developed 
in  the  minds  of  the  Chinese  quite  a 
definite  idea  as  to  what  America  is, 
and  what  America  stands  for.     Wher- 
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ever  you  may  travel  in  China,  you  can 
not  fail  to  be  struck  with  the  universal 
confidence  in  Americ'k.  That  is  not 
merely  holiday  talk,  or  diplomatic 
courtesy — it  lives  in  the  hearts  of  the 
Chinese  people;  that  living  faith  in 
America,  existing  throughout  so  vast  a 
population — the  most  antique  and 
complex  civilization  in  the  world — I 
believe  is  one  of  the  greatest  treasures 
that  we  possess.  It  appears  and  ex- 
presses itself  on  many  occasions,  but 
I  shall  just  cite  one  illustrative  in- 
stance. When  the  American  War 
Works  Drive  was  undertaken  in  1918, 
word  was  sent  to  China  that  it  would 
be  desirable  if  the  Americans  there 
did  their  part,  and  perhaps  some 
Chinese  friends  might  wish  to  con- 
tribute a  little.  The  Chinese  were 
then  in  a  difficult  situation,  and  no- 
body had  any  expectations  at  all,  but 
it  was  thought  possibly  they  might 
contribute  something  like  one  hundred 
thousand  dollars.  I  casually  mentioned 
the  matter  after  a  dinner  to  two  promi- 
nent Chinese  officials  with  whom  I  was 
sitting,  simply  telling  them  about  the 
drive  and  saying,  "Do  you  think  that 
the  Chinese  would  wish  to  express 
their  good  will  in  some  way  just  to 
show  that  they  have  taken  notice  of 
it?"  They  looked  at  each  other  and 
said,  "yes."  Within  five  days  they 
had  formed  committees  in  every  prom- 
inent city  in  China,  and  whereas  we 
had  thought  that  possibly  a  few  rich 
individuals  might  give  a  testimonial, 
they  raised  without  any  further  sug- 
gestion, entirely  of  their  own  motion 
and  with  their  own  methods,  a  million 
and  a  half  dollars,  within  two  weeks. 
I  might  cite  a  great  many  similar 
striking    instances    which    speak    of 
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their  feeling,  but  it  is  the  expression 
of  it  as  one  encounters  the  Chinese 
in  every-day  Ufe  that  makes  one  feel 
it  so  strongly,  and  that  makes  people 
say,  "the  best  passport  anywhere  in 
China  is  to  be  an  American." 

When  we  look  into  the  reason  for 
this  feeling  which  is  encountered 
everywhere,  we  think  first  of  the  action 
of  the  American  Government  which 
has  in  general  aimed  to  be  helpful 
to  China.  We  have  helped  the  Chi- 
nese in  the  opium  matter;  we  have 
always  taken  the  attitude  that  their 
rights  as  human  beings  and  as  a 
nation  should  be  respected;  we  have 
always  stood  for  a  liberal  interpreta- 
tion of  the  provisions  of  the  treaties 
which  are  suflBciently  harsh  under  any 
circumstances. 

The  return  of  the  Boxer  indemnity 
is  often  cited;  in  fact,  a  great  many 
people  have  an  idea  it  is  because  of 
this  act  that  the  Chinese  are  so  friendly. 
Indeed,  the  Boxer  indemnity  will  be 
mentioned  as  an  outstanding  fact  on 
very  many  occasions  in  China,  and  yet 
it  is  rather  the  spirit  of  that  act  than 
the  amount  of  money  which  has  im- 
pressed the  Chinese.  The  fact  that  the 
indemnity  was  returned  to  them  with- 
out any  show  of  virtue  or  without  an  in- 
timation that  we  were  doing  the  Chi- 
nese a  favor  and  expected  something  in 
return,  but  as  a  banker  pays  back  the 
balance  that  is  due,  an  act  of  simple 
equity, — that  impressed  the  Chinese. 
Of  course,  our  foreign  friends  have 
broadly  hinted  that  this  matter  was 
craftily  arranged  so  as  to  impress  the 
Chinese,  but  the  Chinese  fortunately 
did  not  take  any  stock  in  such  insinua- 
tions, because  they  know  Americans 
and  have  known  them  for  one  hundred 
and  forty  years.  We  could  have 
treated  it  as  an  act  of  charity;  we  could 
have  made  it  a  lever  for  getting  con- 
cessions; but  we  did  none  of  these 


things.  We  said,  "Here  is  your 
money,  it  belongs  to  you." 

The  Chinese  are  characterized  by  an 
innate  sense  of  equity;  in  all  of  their 
social  arrangements  there  is  a  basic 
equity  which  manifests  itself  at  all 
times.  They  are  the  one  nation  which 
could  most  easily  get  along  without 
any  government  whatsoever,  by  simply 
relying  upon  this  feeling  of  equity 
which  lives  among  the  people.  And  it 
is  because  the  diplomatic  action  of  the 
American  Government  has  at  all  times 
been  based  upon  the  idea  that  the 
Chinese  are  entitled  to  human  rights, 
that  we  respect  these  rights,  that  we 
do  not  ask  any  concessions  for  re- 
specting them,  that  the  Chinese  have 
conceived  such  deep  confideitce  in 
America.  Of  late  when  we  were  in- 
volved in  the  war  in  Europe,  and  in 
the  settlement  thereof,  it  has  not  been 
possible  to  fulfill  the  expectations 
which  the  Chinese  people  had  enter- 
tained with  respect  to  effective  sup- 
port of  their  just  claims.  Neverthe- 
less, they  have  felt  that  there  probably 
were  difficulties  of  which  they  them- 
selves did  not  know.  They  in  their 
essential  reasonableness  have  not 
charged  us  with  lack  of  sympathy  and 
support,  and  they  have  kept  their  con- 
fidence. They  have  maintained  the 
same  attitude  on  the  Exclusion  I^w. 
They  are  most  reasonable;  they  con- 
sider that  the  United  States  is  justified 
in  not  desiring  large  bodies  of  people  of 
entirely  different  traditions  to  settle 
within  the  United  States. 

During  all  my  intercourse  with  the 
Chinese  as  American  Minister  I  never 
heard  a  harsh  word  of  criticism  con- 
cerning this  matter.  It  is  possible,  of 
course,  the  Chinese  could  be  stirred  up 
about  it;  there  are  plenty  of  people  who 
are  ready  to  call  the  attention  of  the 
Chinese  very  pointedly  to  the  fact  that 
there  is  a  grievance  here.    That  has 


Digitized  by 


Google 


The  Attitude  of  the  Chinese  Towards  Americans 


9 


been  done  abundantly,  but  the  Chinese 
have  taken  the  view  which  I  have 
stated  to  you.  Should  we  become 
guilty  of  any  injustice  against  them, 
or  should  we  coldly  abandon  them  to 
the  intrigues  and  aggression  of  others, 
their  attitude  on  this  point  might 
change. 

On  one  point  the  Chinese  have 
often  been  indignant,  namely,  that 
Chinese  who  have  a  perfect  right  under 
our  Laws  and  treaties  to  come  to  the 
United  States — Chinese  officials,  mer- 
chants and  students — are  often  at  our 
ports  of  entry,  subjected  to  very  an- 
noying delays,  and  in  fact,  from  their 
point  of  view,  to  indignities.  I  shall 
mention  only  one  case  which  recently 
happened.  A  Chinese  merchant  came 
here  to  inspect  our  electrical  industry, 
expecting  to  place  a  large  order.  He 
had  letters  of  introduction  to  American 
firms,  and  his  patronage  had  been 
sought  for  years.  The  immigration  offi- 
cial at  the  port  of  entry  sent  him  into 
the  detention  place  for  several  days; 
when  he  emerged  from  there  he  not 
only  bought  his  ticket  to  New  York  but 
beyond,  to  England.  It  is  a  very  poor 
policy  even  from  a  purely  commercial 
point  of  view;  «very  other  nation  labors 
to  attract  the  Chinese. 

I  have  thus  far  spoken  of  matters 
relating  to  the  government.  The  feel- 
ing of  confidence  expresses  itself  also 
quite  universally  in  the  daily  inter- 
course among  individuals.  Certain 
outstanding  things  have  been  done  by 
America  and  Americans,  which  have 
enlisted  the  good  will  of  the  Chinese. 
Great  enterprises  for  human  better- 
ment have  been  undertaken,  like  th^ 
China  Medical  Board  of  the  Rockefeller 
Foundation,  with  its  splendid  new  hos- 
pital and  medical  school  in  Peking,  and 
similar  work  elsewhere;  a  great  many 
missionary  hospitals;  colleges  and  uni- 
versities in  Peldng,  Tientsin,  Foochow, 


Shanghai,  Changsha,  Chengtu  and 
Canton,  which  are  all  doing  splendid 
educational  work.  These  institutions 
are  centers  from  which  there  radiates 
an  influence  that  goes  to  the  most, 
remote  parts  of  China,  and  far  exceeds 
in  its  beneficiaries  the  number  who 
come  within  the  gates  of  such  institu- 
tions. They  are  models  upon  which 
other  institutions  fashion  themselves; 
men  go  out  and  exert  their  influence 
in  establishing  similar  training  insti- 
tutions elsewhere.  In  the  great  work  of 
giving  to  China  a  share  in  the  modem 
education  of  the  world,  these  institu- 
tions have  taken  the  lead. 

If  these  great  enterprises  had  been 
established  with  the  purpose  of  a 
charity,  to  do  work  for  the  Chinese, 
the  latter  would  have  remained  apa- 
thetic; but  as  the  universal  spirit  of 
Americans  is  to  help  the  Chinese  help 
themselves,  confidence  and  real  friend- 
ship are  the  result.  As  in  the  Boxer 
indemnity,  it  is  not  so  much  the  money 
that  is  the  essence;  the  twenty  miUion 
dollars  that  Mr.  Rockefeller  gave  did 
not  of  itself  impress  the  Chinese,  as 
they  are  not  easily  impressed  by  sums. 
They  were,  however,  impressed  by  the 
spirit  of  that  gift,  and  the  spirit  of  the 
men  who  came  to  work  there.  This  is 
the  real  heart  of  the  feeling  of  confi- 
dence— the  spirit  that  has  animated 
the  Americans  in  China  through  these 
generations.  The  other  nations  have 
generally  been  holding  to  what  we 
call  "treaty  port  isolation"  in  deaUng 
with  the  Chinese;  they  took  off  the 
cream  of  the  trade  and  concerned 
themselves  but  little  with  the  welfare 
of  the  country.  But  among  Ameri- 
cans, first  the  missionaries,  and  then 
the  teachers  and  merchants,  there  has 
been  a  different  attitude. 

The  official  world  representing  for- 
eign nations  has  usually  taken  the 
attitude  that  the  Chinese  are  not  ca- 
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pable  of  managing  their  own  affairs, 
and  that  the  best  thing  for  China  would 
be  to  institute  a  foreign  control.  That 
has  been  done  in  the  Customs  Revenue, 
•in  which  the  Chinese  themselves 
have  no  chance  for  promotion  to  the 
higher  offices,  and  which  is  therefore 
a  distinctly  foreign  service.  What  in 
the  eye  of  the  Chinese  distinguishes 
the  American  point  of  view  from  that 
of  the  other  nations  is  that  whatever 
the  Americans  have  done  they  have 
done  in  a  spirit  of  cooperation,  not 
with  a  view  to  establishing  a  hierarchy 
of  officials  or  a  group  of  mentors  that 
would  perpetuate  itself  and  pass  to 
its  successors  authority  over  the  Chi- 
nese. America  has  been  true  to  her 
democratic  ideas  in  her  treatment  of 
the  Chinese. 

This  may  be  well  illustrated  from 
the  work  of  the  Young  Men's  Christian 
Association  which  has  a  very  powerful 
and    beneficial    influence    in    China. 

The  Y.  M.  C.  A.  men  have  gone  to 
China,  not  in  order  to  build  up  there 
a  permanent  American  organization 
which  would  tutor  the  Chinese,  but 
with  the  idea  of  arousing  in  the  Chi- 
nese a  desire  for  better  things,  and 
helping  them  to  achieve  improvements 
for  themselves.  Thus,  for  instance, 
the  development  of  athletics  was 
exceedingly  necessary  in  China,  both 
on  the  physical  and  on  the  moral  side. 
The  classes  engaged  in  business  and 
learning  had  led  a  sedentary  life  for 
centuries;  they  needed  more  physical 
stamina,  because  our  Western  method 
of  work  and  life  requires  more  intensive 
and  long  continued  exertion  than  the 
Chinese  were  accustomed  to.  They 
needed  athletics  for  their  good  health, 
to  take  them  away  from  cards  and 
chess  and  other  indoor  games,  and  to 
take  them  out  into  the  open;  but  on 
the  moral  side  too,  to  overcome  clan- 
nishness,  to  make  them  realize  the 
meaning  of  fair  play  in  competition; 


to  learn  that  defeat  can  be  as  glorious 
as  victory  in  a  fair  struggle.  Young 
China  has  made  decided  progress  in 
such  training  as  one  may  see  at  their 
great  athletic  meets.  I  saw  one  not 
long  ago  in  Taiyuanfu,  an  interior 
capital.  The  athletic  field  was  in  a 
comer  of  the  city  walls;  these  huge 
ramparts  had  been  cut  in  tiers,  to 
afford  seats  for  at  least  fifteen  thou- 
sand Chinese  whose  blue  and  white 
gowns  made  a  bright  background  to 
the  scene.  There  were  tents  on  one 
side  where  the  different  competing 
teams  had  their  quarters,  and  a  grand- 
stand closed  the  quadrangle.  The 
whole  performance  went  off  like  clock- 
work. "All  the  colleges  and  universi- 
ties of  North  China  were  represented, 
including  six  provinces.  There  were 
four  or  five  "events"  going  on  at  the 
same  time;  after  every  series  there  were 
passed  around  multiple  tally  records 
so  that  everybody  could  know  what 
was  being  accomplished.  There  was 
no  hitch,  no  tedious  delay. 

Such  contests  had  first  been  nur- 
tured by  the  Y.  M.  C.  A.  But  Ameri- 
cans were  not  in  control  as  managers; 
they  were  there  ready  to  give  a  hint 
when  needed  or  to  act  as  referee;  but 
they  had  impressed  upon  the  Chinese, 
"this  is  your  affair,  you  manage  it." 
The  readiness  of  the  Americans  to 
start  useful  work  in  China  and  then  to 
withdraw  into  the  background  and 
take  joy  in  the  Chinese  doing  it  them- 
selves— ^that  has  won  the  hearts  of  the 
Chinese  more  than  anything  else.  As 
a  result  of  all  this  these  men  have 
gathered  confidence,  trust  and  esteem, 
which  could  not  be  won  in  any  other 
way. 

The  same  spirit  prevails  among 
most  of  our  merchants,  who  are  enter- 
ing upon  cooperation  with  the  Chinese. 
They  train  up  young  Chinese  in  the 
methods  of  Western  business.  It  is 
there  we  can  perform  one  of  oiu*  great- 
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est  services.  In  the  organization  of 
modern  business  out  of  the  traditional 
methods  in  China,  some  of  the  excel- 
lences of  the  ancient  system  tend  to 
become  defects  unless  they  are  cor- 
rected. The  traditional  commercial 
virtue  of  the  Chinese  should  be  taken 
over  into  the  modern  method  of  doing 
business,  or  there  will  result  a  reign 
of  rank  materialism  in  China.  It  is 
there  that  the  sympathetic  guidance  of 
Americans  in  cooperative  enterprise 
can  do  the  most  for  China — to  teach 
them  the  proper  and  effective  use  of 
corporate  machinery. 

From  an  intercourse  extending  over 
a  period  of  140  years,  there  has  re- 
sulted on  the  part  of  the  Chinese  a 
feeling  of  confidence,  trust  and  good 
will  towards  the  Americans,  who  have 
desired  that  the  Chinese  should  be 
masters  in  their  own  country.  The 
Americans,  for  their  part,  have  con- 
fidence in  Chinese  honesty,  fairness, 
and  humanity.  You  may  take  it  as 
a  rule  that  the  longer  anyone  has 
worked  among  the  Chinese,  and  es- 
pecially in  the  interior,  the  more 
strongly  will  he  be  impressed  by  their 
fine  qualities  and  capacities. 

The  word  "prestige"  is  very  often 
mentioned  in  international  matters — 
"we  must  not  lose  our  prestige,"  or 
"this  action  would  be  dangerous  to 
our  prestige^';  it  is  a  term  very  closely 
bound  up  with  what  we  call  the  old 
diplomacy.  Where  prestige  is  the 
result  of  strength  of  resources,  of 
sound  methods  and  of  just  dealing,  it 
is  a  national  asset.  But  there  is  often 
a  desire  to  get  prestige  by  outward 
bravado  and  the  rattling  of  sabres. 
Those  who  rattle  sabres,  I  think  history 
has  shown,  have  gained  in  the  long 
run  only  hatred  or  ridicule,  or  both. 

The  Chinese  are  keen  judges  of  hu- 
man natiu^  and  human  character,  and 
are  not  impressed  by  bluster.  If  any- 
one loses  his  temper  it  strikes  them  as 


amusing,  and  if  anyone  swears  and 
scolds,  they  smile.  They  can  only  be 
moved  by  a  man  who  keeps  himself 
perfectly  in  hand  and  remains  calm 
and  reasonable;  otherwise,  whatever 
he  may  say  or  do  is  discounted.  In 
international  intercourse  they  have, 
of  course,  been  repeatedly  made  to  do 
things  by  the  mailed  fist,  by  being  told 
"this  must  be  done  or  the  war  ships 
will  bombard."  We  must  remember, 
however,  that  action  in  such  cases  was 
taken  by  individual  oflScials  or  minis- 
ters who  stood  alone  without  feeling 
back  of  them  the  public  opinion  of  a 
great  nation  restraining  and  upholding. 
Very  often  the  most  valuable  conces- 
sions were  given  in  a  weak  desire  to 
put  off  the  evil  day,  to  gain  a  present 
respite  in  the  hope  that  the  evil  could 
be  undone  in  the  future.  The  iudi- 
vidual  minister  did  not  himself  have 
the  strength  of  stubborn  resistance. 
Therein  lies  the  weakness  of  the  Chi- 
nese; they  do  not  have  the  spirit 
of  John  Hampden  and  Luther,  the 
strength  to  stand  up  and  say,  "Here 
I  am,  and  nothing  shall  move  me, 
because  it  is  my  right." 

It  is  a  remarkable  fact  that  when 
a  Chinese  desires  to  protest  against  an 
evil  he  commits  suicide  as  a  last  resort. 
We  do  not  yet  know  all  the  facts  of  the 
recent  suicide  of  the  Viceroy  of  Nan- 
kin, a  very  able  and  strong  man;  but 
it  is  reported  that  he  has  left  in  writing 
a  statement  that  he  felt  imable  to  cope 
with  the  difficulties  which  confront 
China,  and  that  therefore  he  resigned 
his  life.  That  has  been  one  way  which 
both  men  and  women  in  China  have 
taken  to  resist  or  protest  evil. 

In  China  right  has  always  been  vin- 
dicated by  society  as  a  whole  rather 
than  by  individuals;  and  society  has 
been  strong  to  resist  evil,  to  oppose 
tyranny.  Therefore  they  have  relied 
upon  it  and  not  upon  individual  action. 
Society  has  protested  in  a  different 
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way  from  individuals,  and  in  a  very 
effective  way — by  passive  resistance  or 
non-action.  The  first  thing  anyone 
who  desires  to  understand  the  Chinese 
must  know  is  that  the  Chinese  do  not 
think  very  much  of  the  formal  act  of 
the  government.  They  know  that 
nothing  can  be  accomplished  perma- 
nently unless  the  people  are  convinced 
of  its  justice;  otherwise,  they  will  fall 
back  on  passive  resistance  and  the 
enterprise  in  question  will  not  make 
much  progress,  it  will  not  be  profitable 
or  beneficial,  because  there  will  be  a 
little  resistance  here  and  a  little  delay 
there — ^a  boycott,  a  strike  or  mere 
leaden  indifference.  The  usual  way  in 
which  official  acts  that  were  considered 
unjust  were  resisted  was  by  universal 
strike;  all  the  shops  would  close,  people 
simply  sat  down  and  did  nothing.  The 
magistrate  responsible  had  to  scurry 
about  to  make  a  compromise;  he  had 
to  call  the  business  people  together 
and  talk  it  over,  and  see  how  it  could 
be  adjusted;  but  if  he  could  not  settle 
the  trouble  he  had  to  leave  and  make 
way  for  somebody  else.  So  the  Chi- 
nese were  not  at  first  sufficiently  aware 
of  the  danger  of  making  extensive 
national  concessions  to  foreigners; 
they  were  accustomed  to  see  time 
smoothe  out  the  acerbities  of  unfair 
projects.  The  traditional  method 
worked  well  enough  until  China  came 
out  into  international  life.  But  when 
her  affairs  became  interwoven  with 
those  of  other  nations,  when  pressure 
was  brought  to  bear  by  foreign  diplo- 
mats insisting  on  concessions  which 
were  then  enforced  by  gun-power,  the 
old  methods  of  adjustment  could  not 
be  relied  on.  China  in  many  cases 
was  tied  up  unmercifully,  as  in  the 
case  of  Shantung  and  the  concessions 
to  Germany,  which  could  have  been 
resisted. 

There  has  come  about  within  the 
last  two  yeacs  an  organization  of  public 


opinion  in  China  on  a  national  basis, 
which  is~in  a  fair  way  to  change  all 
this.  At  the  present  time  the  men 
who  manage  the  pubUc  business  of 
China  have  come  to  feel  back  of  them 
the  enormous  strength  of  public  opin- 
ion, which  restrains  them — for  they 
do  not  dare  to  make  any  concessions 
that  will  be  disapproved — ^but  which 
also  upholds  them  in  any  resistance  to 
unjust  demands.  That  is  an  entirely 
new  thing  in  the  development  of 
China.  Heretofore,  public  opinion 
has  been  purely  negative  in  its  action, 
and  the  individual  has  not  come  for- 
ward; now  individual  leaders  appear 
and  public  opinion  makes  positive 
demands. 

At  the  present  time  puolic  opinion 
in  China  is  becoming  active,  demand- 
ing certain  things,  forbidding  others; 
official  action  is  both  strengthened 
and  restrained  by  this  new  devel- 
opment. It  may  truly  be  said,  "the 
first  time  in  four  thousand  years." 
When  we  consider  that,  you  will  see 
what  a  treasure  it  is  to  us  that  the 
people  of  China  who  are  coming  to 
their  own,  who  are  now  beginning 
actively  to  think  about  political 
affairs  and  to  influence  the  course 
of  their  goyemment,  cherish  within 
their  hearts  a  feeling  of  confidence 
towards  the  United  States;  and  you 
will  agree  with  me  that  it  is  not  a 
matter  of  indifference  to  this  nation 
what  is  thought  of  us  by  the  four 
hundred  million  who  live  beyond  the 
Pacific.  It  is  not  a  matter  of  indiffer- 
ence to  us  whether  they  are  to  continue 
an  industrious,  peaceable  nation,  aim- 
ing at  greater  approximation  to  our 
democratic  practices  and  ideas,  or 
whether  they  are  to  be  stirred  up  by 
foreign  aggression  into  militarism  or  by 
foreign  intrigue  made  to  misunder- 
stand our  national  purposes.  The 
good  will  of  the  Chinese  excuses  itself 
also  in  a  universal  desire  among  the 
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young  people  of  China  to  come  to 
America  for  study  and  for  closer 
acquaintance  with  our  life  and  insti- 
tutions. The  young  people  find  many 
obstacles  in  their  way  under  our  exist- 
ing regulations.  It  would  seem  to  be 
desirable  to  determine  status  as  a 
student  by  the  fact  that  the  person  in 
question  pursues  studies  in  a  recog- 
nized institution  of  learning,  and  not  to 
make  him  lose  that  status  if  he  inci- 
dentally does  some  work  in  order  to 
partly  defray  his  expenses,  Unfortu- 
natefy,  here  too,  not  everything  is 
ideal  on  our  part.  Those  who  have 
plenty  of  money  of  their  own,  or  whose 
expenses  are  paid  by  the  Chinese 
Government,  are  indeed  admitted  with- 
out difficulty;  but  the  poor,  no  matter 
what  their  ability,  no  matter  even 
though  they  may  be  leaders,  encounter 
unfavorable  regulations.  France  at  the 
present  time  is  making  arrangements 
for  taking  care  of  ten  thousand  Chinese 
students  without  means. 

The  French  who  thoroughly  realize 
the  importance  of  this  matter,  have 
made  arrangements  by  which  Chinese 
students  can  earn  incidentally  part  of 
their  expenses.  Yet  these  very  stu- 
dents will  make  every  eflFort  to  borrow 
mon^  among  their  relatives  in  order 
that  they  may  come  to  the  United 


States  instead  of  going  to  any  other 
country.  In  China  there  are  no 
classes.  Ability  will  bring  the  son  of 
the  poorest  family  into  prominent  posi- 
tion, and  many  of  these  impecunious 
boys  who  are  seeking  an  education 
will  be  the  leaders  of  future  China. 
The  relations  between  our  country 
and  China  (and  the  relations  between 
our  country  and  Japan,  as  weU)  will  be 
very  greatly  influenced  by  intelligent 
sympathy  on  our  part  towards  the 
ideals  that  now  animate  the  youth  of 
the  Far  East.  A  distant,  platonic, 
holiday  sympathy  without  under- 
standing will  not  do  much  good;  but 
if  we  realize  the  enormous  transforma- 
tions that  are  going  on,  the  difficulties 
encountered,  and  all  that  is  at  stake, 
we  shall  see  in  it  one  of  the  greatest 
opportunities  for  helpful  cooperation. 
The  imponderabilia  of  popular  feeling 
and  sentiment  are  very  important. 
They  are  not  so  specific  as  statistics, 
such  as  Mr.  Morris  has  cited,  or  as  we 
could  cite  with  respect  to  China.  But 
they  are  after  all  the  forces  that  mould 
policies  and  determine  the  destinies 
of  nations.  In  speaking  to  you  about 
this  matter,  I  hope  to  awaken  in  your 
hearts  and  minds  an  interest  in  that 
great  population  beyond  the  seas  that 
is  so  deeply  interested  in  us. 


Amendment,  California  Alien  Land  Law, 
Adopted  November  2,  1920 


An  Act  rdating  to  the  rights,  powers  and 
disabilities  of  aliens  and  of  certain  com- 
panies, associations  and  corporations  with 
respect  to  property  in  this  state,  providing 
for  escheats  in  certain  cases,  prescribing 
the  procedure  therein,  requiring  reports  of 
certain  property  holdings  to  facilitate  the 
enforcement  of  this  act,  prescribing  penal- 
ties for  violation  of  the  provisions  hereof, 
and  repealing  all  acts  or  parts  of  acts  in- 
consistent or  in  conflict  herewith. 
The  people  qf  the  State  of  California  do  enact 
as  follows: 


Section  1.  All  aliens  eligible  to  citizen- 
ship under  the  laws  of  the  United  States 
may  acquire,  possess,  enjoy,  transmit  and 
inherit  real  property,  or  any  interest 
therein,  in  this  state,  in  the  same  manner 
and  to  the  same  extent  as  citizens  of  the 
United  States,  except  as  otherwise  pro- 
vided "by  the  laws  of  this  state. 

Section  2.  All  aliens  other  than  those 
mentioned  in  section  one  of  this  act  may 
acquire,  possess,  enjoy  and  transfer  real 
property,  or  any  interest  therein,  in  this 
state,  in  the  manner  and  to  the  extent  and 
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for  the  purpose  prescribed  by  any  treaty 
now  existing  between  the  government  of 
the  United  States  and  the  nation  or  country 
of  which  such  alien  is  a  citizen  or  subject, 
and  not  otherwise. 

Section  8.  Any  company,  association  or 
corporation  organized  under  the  laws  of 
this  or  any  other  state  or  nation,  of  which 
a  majority  of  the  members  are  aliens  other 
than  those  specified  in  section  one  of  this 
act,  or  in  which  a  majority  of  the  issued 
capital  stock  is  owned  by  such  aliens,  may 
acquire,  possess,  enjoy  and  convey  real 
property,  or  any  interest  therein,  in  this 
state,  in  the  manner  and  to  the  extent  and 
for  the  purposes  prescribed  by  any  treaty 
now  existing  between  the  government  of  the 
United  States  and  the  nation  or  country  of 
which  such  members  or  stockholders  are 
citizens  or  subjects,  and  not  otherwise. 
Hereafter  all  aliens  other  than  those  speci- 
fied in  section  one  hereof  may  become  mem- 
bers of  or  acquire  shares  of  stock  in  any 
company,  association  or  corporation  that 
is  or  may  be  authorized  to  acquire,  possess, 
enjoy  or  convey  agricultural  land,  in  the 
manner  and  to  the  extent  and  for  the  pur- 
poses prescribed  by  any  treaty  now  exist- 
ing betweoi  the  government  of  the  United 
States  and  the  nation  or  country  of  which 
such  alien  is  a  citizen  or  subject,  and  not 
otherwise. 

Section  4.  Hereafter  no  alien  mentioned 
in  section  two  hereof  and  no  company, 
association  or  corporation  mentioned  in 
section  three  hereof,  may  be  appointed 
guardian  of  that  portion  of  the  estate  of  a 
minor  which  consists  of  property  which 
such  alien  or  such  company,  association  or 
corporation  is  inhibited  from  acquiring, 
possessing,  enjoying  or  transferring  by 
reason  of  the  provisions  of  this  act.  The 
public  administrator  of  the  proper  county, 
or  any  other  competent  person  or  corpora- 
tion, may  be  appointed  guardian  of  the 
estate  of  a  minor  citizen  whose  parents  are 
ineligible  to  appointment  under  the  pro- 
visions of  this  section. 

On  such  notice  to  the  guardian  as  the 
court  may  require,  the  superior  court  may 
remove  the  guardian  of  such  an  estate 
whenever  it  appears  to  the  satisfaction  of 
the  court: 


(a)  That  the  guardian  has  failed  to  file 
the  report  required  by  the  provisions  of 
section  five  hereof;  or 

(b)  That  the  property  of  the  ward  has 
not  been  or  is  not  being  administered  with 
due  regard  to  the  primary  interest  of  the 
ward;  or 

(c)  That  facts  exist  which  would  make 
the  guardian  ineligible  to  appointment  in 
the  fost  instance;  or 

(d)  That  facts  establbhing  any  other 
legal  ground  for  removal  exist 

Section  5.  (a)  The  term  "trustee"  as 
used  in  this  section  means  any  person, 
coiiq>any,  association  or  corporation  that 
as  guardian,  trustee,  attorney-in-fact  or 
agent,  or  in  any  other  capacity  has  the 
title,  custody  or  control  of  property,  or 
some  interest  therein,  belonging  to  an  alien 
mentioned  in  section  two  hereof,  or  to  the 
minor  child  of  such  an  alien,  if  the  propetty 
is  of  such  a  character  that  such  alien  is 
inhibited  from  acquiring,  possessing,  enjoy- 
ing or  transferring  it. 

(b)  Annually  on  or  before  the  thirty- 
first  day  of  January  every  such  trustee 
must  file  in  the  office  of  the  secretary  of 
state  of  California  and  in  the  office  of  the 
county  clerk  of  each  county  in  which  any 
of  the  property  is  situated,  a  verified  writ- 
ten report  showing: 

(1)  The  propjerty,  real  or  personal,  held 
.  by  him  for  or  on  behalf  of  such  an  alien  or 

minor; 

(2)  A  statement  showing  the  date  when 
each  item  of  such  property  came  into  his 
possession  or  control; 

(3)  An  itemized  account  of  all  expendi- 
tures, investments,  rents,  issues  and  profits 
in  respect  to  the  administration  and  control 
of  such  property  with  particular  reference 
to  holdings  of  corporate  stock  and  leases, 
cropping  contracts  and  other  agreements  in 
respect  to  land  and  the  handling  or  sale  of 
products  thereof. 

(c)  Any  person,  company,  association  or 
corporation  that  violates  any  provision  of 
this  section  is  guilty  of  a  misdemeanor  and 
shall  be  punished  by  a  ^e  not  exceeding 
one  thousand  dollars  or  by  imprisonment  in 
the  county  jail  not  exceeding  one  year, 
or  by  both  such  fine  and  imprisonment. 

(d)  The  provisions  of  this  section  are 
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cumulative  and  are  not  intended  to  change 
the  jurisdiction  or  the  rules  of  practice  of 
courts  of  justice. 

Section  6.  Whenever  it  appears  to  the 
court  in  any  probate  proceeding  that  by 
reason  of  the  provisions  of  this  act  any  heir 
or  devisee  can  not  take  real  property  in  this 
state  or  membership  or  shares  of  stock  in  a 
company,  association  or  corporation  which, 
but  for  said  provisions,  said  heir  or  devisee 
woidd  take  as  such,  the  court,  instead  of 
ordering  a  distribution  of  such  property  to 
such  heir  or  devisee,  shall  order  a  sale  of 
said  property  to  be  made  in  the  manner 
provided  by  law  for  probate  sales  of  prop- 
erty and  the  proceeds  of  such  sale  shall  be 
distributed  to  such  heir  or  devisee  in  lieu  of 
such  property. 

Section  7.  Any  real  property  hereafter 
acquired  in  fee  in  violation  of  the  provisions 
of  this  act  by  any  alien  mentioned  in  sec- 
tion two  of  this  act,  or  by  any  company, 
association   or  corporation   mentioned   in 
section  three  of  this  act,  shall  escheat  to, 
and  become  and  remain  the  property  of  the 
State  of  California.    The  attorney  general 
or  district  attorney  of  the  proper  county 
shall    institute   proceedings   to   have   the 
escheat  of  such  real  property  adjudged 
and  enforced  in  the  manner  provided  by 
section  four  hundred  seventy-foiu-  of  the 
Political  Code  and  title  eight,  part  three  of 
the  Code  of  Civil  Procedure.     Upon  the 
entry  of  final  judgment  in  such  proceedings, 
the  title  to  such  real  property  shall  pass  to 
the   State  of  California.   The  provisions 
of  this  section  and  of  sections  two  and  three 
of  this  act  shall  not  apply  to  any  real  prop- 
erty hereafter  acquired  in  the  enforcement 
or  in  satisfaction  of  any  lieh  now  existing 
upon,  or  mterest  in  such  property,  so  long 
as  such  real   property  so  acquired  shall 
remain  the  property  of  the  alien,  company, 
association   or  corporation  acquiring  the 
same  in  such  manner.    No  alien,  company, 
association,  or  corporation  mentioned  in 
section  two  or  section  three  hereof  sliall 
hold  for  a  longer  period  than  two  years  the 
possession  of  any  agricidtural  land  acquired 
in  the  enforcement  of,  or  in  satisfaction  of  a 
mortgage  or  other  lien  hereafter  made  or 
acquired  in  good  faith  to  secure  a  debt. 
Section  8.  Any  leasehold  or  other  inter- 


est in  real  property  less  than  the  fee,  here- 
after acquired  in  violation  of  the  provisions 
of  this  act  by  any  alien  mentioned  in  section 
two  of  this  act,  or  by  any  company,  associa- 
tion or  corporation  mentioned  in  section 
three  of  this  act,  shall  escheat  to  the  State 
of  California.     The  attorney  general  or 
district  attorney    of    the    proper    county 
shall  institute  proceedings  to  have  such 
escheat  adjudged  and  enforced  as  provided 
in  section  seven  of  this  act.    Li  such  pro- 
ceedings the  court  shall   determine  and 
adjudge  the  value  of  such  leasehold  or 
other  interest  in  such  real  property,  and 
enter  judgment  for  the  state  for  the  amount 
thereof  together  with  costs.    Thereupon  the 
court  shall  order  a  sale  of  the  real  property 
covered  by  such  leasehold,  or  other  interest, 
in  the  manner  provided  by  section  twelve 
hundred  seventy-one  of  the  Code  of  Civil 
Procedure.     Out  of  the  proceeds  arising 
from  such  sale,  the  amount  of  the  judgment 
rendered  for  the  state  shall  be  paid  into 
the  state  treasury  and  the  balance  shall  be 
deposited  with  and  distributed  by  the  court 
in  accordance  with  the  interest  of  the  par- 
ties therem.     Any  share  of  stock  or  the 
interest  of  any  member  in  a  company, 
association   or   corporation    hereafter   ac- 
quired in  violation  of  the  provisions  of  sec- 
tion three  of  this  act  shall  escheat  to  the 
State  of  California.    Such  escheat  shall  be 
adjudged  and  enforced  in  the  same  manner 
as  provided  in  this  section  for  the  escheat 
of  a  leasehold  or  other  interest  in  real 
property  less  than  the  fee. 

Section  9.  Every  transfer  of  real  prop- 
erty, or  of  an  interest  therein,  though  color- 
able in  form,  shall  be  void  as  to  the  state 
and  the  interest  thereby  conveyed  or  sought 
to  be  conveyed  shall  escheat  to  the  state  if 
the  property  interest  involved  is  of  such  a 
character  that  an  alien  mentioned  in  section 
two  hereof  is  inhibited  from  acquiring, 
possessing,  enjoying  or  transferring  it,  and 
if  the  conveyance  is  made  with  intent  to 
prevent,  evade  or  avoid  escheat  as  provided 
for  herein. 

A  frima  facie  presimiption  that  the  con- 
veyance is  made  with  such  intent  shall 
arise  upon  proof  of  any  of  the  following 
groups  of  facU: 
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(a)  The  taking  of  the  property  in  the 
name  of  a  person  other  than  the  persons 
mentioned  iii  section  two  hereof  if  the  con- 
sideration is  paid  or  agreed  or  understood 
to  be  paid  by  an  alien  mentioned  in  section 
two  hereof; 

(b)  The  taking  of  the  property  in  the 
name  of  a  company,  association  or  corpora- 
tion, if  the  memberships  or  shares  of  stock 
therein  held  by  aliens  mentioned  in  section 
two  hereof,  together  with  the  memberships 
or  shares  of  stock  held  by  others  but  paid 
for  or  agreed  or  understood  to  be  paid  for 
by  such  ahens,  would  amount  to  a  majority 
of  the  membership  or  the  issued  capital 
stock  of  such  company,  association  or 
corporation; 

(c)  The  execution  of  a  mortgage  in  favor 
of  an  alien  mentioned  in  section  two  hereof 
if  said  mortgagee  is  given  possession,  con- 
trol or  management  of  the  property. 

The  enumeration  in  this  section  of  certain 
presumptions  shall  not  be  so  construed  as  to 
preclude  other  presumptions  or  inferences 
that  reasonably  may  be  made  as  to  the 
existence  of  intent  to  prevent,  evade  or 
avoid  escheat  as  provided  for  herein. 

Section  10.  K  two  or  more  persons  con- 
spire to  effect  a  transfer  of  real  property,  or 
of  an  interest  therein,  in  violation  of  the 
provisions  hereof,  they  are  punishable  by 
imprisonment  in  the  county  jail  or  state 
penitentiary  not  exceeding  two  years,  or  by 
a  fine  not  exceeding  five  thousand  dollars,  or 
both. 

Section  11.  Nothing  in  this  act  shall  be 
construed  as  a  limitation  upon  the  power  of 
the  state  to  enact  laws  with  respect  to  the 


acquisition,  holding  or  disposal  by  aliens  of 
real  property  in  this  state. 

Section  12.  All  acts  and  parts  of  acts 
inconsistent  or  in  conflict  with  the  pro- 
visions hereof  are  herdjy  repealed;  pro- 
videdy  that — 

(a)  This  act  shall  not  affect  pending 
actions  or  proceedings,  but  the  same  may 
be  prosecuted  and  defended  with  the  same 
effect  as  if  this  act  had  not  been  adopted; 

(b)  No  cause  of  action  arising  under  any 
law  of  this  state  shall  be  affect^  by  reason 
of  the  adoption  of  this  act  whether  an  action 
or  proceeding  has  been  instituted  thereon 
at  the  time  of  the  taking  effect  of  this  act 
or  not  and  actions  may  be  brought  upon 
such  causes  in  the  same  manner,  under  the 
same  terms  and  conditions,  and  with  the 
same  effect  as  if  this  act  had  not  been 
adopted. 

(c)  This  act  in  so  far  as  it  does  not  add  to, 
take  from  or  alter  an  existing  law,  shall  be 
construed  as  a  continuation  thereof. 

Section  18.  The  legislature  may  amend 
this  act  in  furtherance  of  its  purpose  and 
to  facilitate  its  operation. 

Section  14.  K  any  section,  subsection, 
sentence,  clause  or  phrase  of  this  act  is  for 
any  reason  held  to  be  unconstitutional, 
such  decision  shall  not  affect  the  validity 
of  the  remaining  portions  of  this  act.  The 
people  hereby  declare  that  they  would  have 
passed  this  act,  and  each  section,  subsec- 
tion, sentence,  clause  and  phrase  thereof, 
irrespective  of  the  fact  than  any  one  or 
more  other  sections,  subsections,  soitences, 
clauses  or  phrases  be  declared  unconstitu- 
tional. 


Why  California  Objects  to  the  Japanese  Invasion 


By  Hon.  James  D.  Phelan 

United  States  Senator  from  California 


THE  solution  of  the  Japanese  prob- 
lem, growing  out  of  the  Cali- 
fornia situation,  requires  prompt  ac- 
tion by  Congress.  It  is  charged  with 
danger.  The  people  of  Japan,  as  well 
as  the  people  of  the  eastern  states. 


should  be  informed  in  a  spirit  of  frank- 
ness. There  should  be  no  misunder- 
standing, because  misunderstandings 
breed  trouble. 

Great   numbers   of  Japanese,   men 
and  women,  are  in  California,  and  are 
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acquiring  large  tracts  of  agricultural 
land.  The  state  law  forbade  owner- 
ship by  aliens  ineligible  to  citizenship, 
but  the  Japanese  took  deeds  in  the  name 
of  their  children  bom  on  the  soil  or  in 
the  name  of  the  corporations  and  so 
circumvented  the  intent  of  the  law. 
The  initiative  law  adopted  at  the  recent 
November  elections  will,  it  is  hoped, 
prevent  this  circumvention,  thus  mak- 
ing further  land  acquisition  impossi- 
ble. The  Japanese  also  lease  lands 
and  work  for  a  share  of  the  crop,  and 
when  thus  working  for  themselves  are 
impossible  competitors,  and  drive  the 
white  settlers,  whose  standards  of  liv- 
ing are  different,  from  their  farms. 
The  white  farmer  is  not  free  from  cu- 
pidity when  tempted  by  Japanese  to 
sell  out  at  high  prices,  and  they  do  sell 
out  and  disappear.  The  state,  there- 
fore, is  obliged  as  a  simple  matter  of 
self-preservation  to  prevent  the  Japa- 
nese from  absorbing  the  soil,  because 
the  future  of  the  white  race,  American 
institutions,  and  western  civilization 
are  put  in  peril.  The  Japanese  do  not 
assimilate  with  our  people  and  make  a 
homogeneous  population,  aiid  hence 
they  can  not  be  naturalized  and  ad- 
mitted to  citizenship.  Therefore,  the 
question  is  principally  economic  and 
partly  racial.  Japan  herself  excluded 
Chinese  in  order  to  preserve  her  own 
people,  and  that  is  what  California, 
Australia  and  Canada  are  doing. 
Japanese  statesmen  must  surely,  for 
these  reasons,  acquit  Americans  of  race 
prejudice.  We  are  willing  to  receive 
diplomats,  scholars  and  travelers  from 
Japan  on  terms  of  equality,  but  we  do 
not  want  her  laborers.  We  admire 
their  industry  and  cleverness,  but  for 
that  very  reason,  being  a  masterful 
people,  they  are  more  dangerous. 
They  are  not  content  to  work  for  wages, 
as  do  the  Chinese,  who  are  excluded, 


but  are  always  seeking  control  of  the 
farm  and  of  the  crop. 

Immigration  and  naturalization  are 
domestic  questions,  and  no  people  can 
come  to  the  United  States  except  upon 
our  own  terms.  We  must  preserve 
the  soil  for  the  Caucasian  race.  The 
Japanese,  by  crowding  out  our  popu- 
lation, produce  disorder  and  Bolshe- 
vism, among  our  own  people,  who 
properly  look  to  our  Government  to 
protect  them  against  this  destructive 
competition.  California,  by  acting  in 
time,  before  the  evil  becomes  even 
greater,  expects  to  prevent  conflict  and 
to  maintain  good  relations  with  the 
Japanese  Government. 

The  American  Government  rests 
upon  the  free  choice  of  the  people,  and 
a  large  majority  of  the  people  are  en- 
gaged in  farming  pursuits.  They  form 
the  backbone  of  every  country — the 
repository  of  morals,  patriotism  and 
thrift,  and  in  time  of  their  country's 
danger  spring  to  its  defense.  They 
represent  its  prosperity  in  peace  and 
its  security  in  war.  The  soil  can  not  be 
taken  from  them.  Their  standards  of 
Uving  can  not  suffer  from  deteriora- 
tion. Their  presence  is  essential  to  the 
life  of  the  state.  I  therefore  urge  the 
Japanese  Government  and  people  to 
put  themselves  in  our  place  and  to 
acquit  us  of  any  other  purpose  in  the 
exclusion  of  oriental  immigration  than 
the  preservation  of  our  national  life 
and  the  happiness  and  prosperity  of 
men  and  women  who  founded  the 
Republic,  who  have  developed  its 
resources,  and  who  occupy  the  land. 
It  is  theirs  in  trust  for  their  posterity. 

The  people  of  Asia  have  a  destiny 
of  their  own.  We  shall  aid  them  by 
instruction  and  example,  but  we  can 
not  suffer  them  to  overwhelm  the 
civilization  which  has  been  establbhed 
by  pioneers  and  patriots  and  which  we 
are  dutifuUy  bound  to  preserve. 
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California — ^White  or  Yellow? 

By  Marshall  De  Motte 
Chairman,  State  Board  of  Control,  Sacramento,  California 


UNDOUBTEDLY,  the  principle 
which,  more  than  anything  else, 
has  held  our  United  States  together 
has  been  the  parity  of  states  regardless 
of  size,  wealth  or  geographical  position. 
This  principle  has  been  kept  before  the 
eyes  of  our  people  at  all  times  by 
means  of  the  starry  field  in  our  na- 
tional flag,  and  as  we  gaze  thereon  we 
do  not  realize  that  star  No.  1  stands 
for  Delaware,  the  smallest  state,  and 
star  No.  48  for  Arizona,  the  youngest 
state. 

CaUfomia  was  made  a  white  man's 
state  by  the  Constitution  of  1849. 
Article  2,  section  1,  dealing  with  citi- 
zenship, begins  with  these  words: 
"Every  white  male  citizen,"  and  the 
Constitution  of  1879  reiterated  this, 
strengthening  it  by  specially  mention- 
ing Mongolians  as  ineligible  to  citizen- 
ship. 

The  question  of  the  mixture  of  Ori- 
entals, particularly  Japanese,  with 
whites,  while  it  has  its  economic  side, 
is  neverthel^s  a  race  problem  in  the 
last  analysis.  Not  of  an  inferior  race 
seeking  to  mix  with  a  superior  race, 
for  at  no  time  have  we  cast  reflection  on 
the  Chinese  as  to  their  dependability, 
honesty  and  shrewdness  in  business 
nor  on  the  Japanese  as  to  their  thrift, 
industry  and  finesse  in  diplomacy. 
We  respect  both  of  these  members  of 
the  Mongolian  race  but  the  fact  can 
not  be  dodged  that  they  either  must 
not  come  or  if  permitted  to  come  must 
not  be  allowed  to  gain  a  foothold  that 
will  eventually  enable  them  to  control 
a  single  state  of  the  nation  as  they  vir- 
tually control  Hawaii  today. 

At  an  early  date,  Chinese  coolies 
were  brought  into  California  for  work 
in  mines  and  on  railroad  construction. 


While  work  was  plenty  there  was  little 
complaint  of  this  practice,  but  when  in 
the  hard  times  of  the  late  seventies 
white  men,  walking  the  streets  facing 
starvation  for  themselves  and  their 
families,  saw  Chinese  at  work,  even 
though  at  small  wages,  they  naturally 
rebelled  and  a  period  of  rioting  fol- 
lowed. Many  Chinese  voluntarily  re- 
turned to  China.  Some  were  forced  to 
go  and  the  Geary  exclusion  act  passed 
by  Congress  in  1882  was  the  conclusion 
of  this — California's  first  race  prob- 
lem. She  had  to  settle  it  and  she  did 
so  in  her  own  way. 

During  the  period  of  prosperity 
through  which  we  have  just  been  pass- 
ing, the  presence  of  Orientals  has  not 
been  a  serious  menace  economically; 
and  if  the  occupancy  of  land,  the  pro- 
duction of  crops  and  the  increase  of 
population  were  the  whole  duty  of 
California,  doubtless  a  race  question 
would  not  rise  at  this  time.  But  the 
duty  of  California  is  to  keep  her  popu- 
lation on  a  par  with  the  peoples  of 
other  states  and  not  to  mix  with  our 
citizens  races  of  ineligibles.  If  a  period 
of  depression  comes  and  the  white  peo- 
ple of  this  state  find  an  element  in 
their  midst  of  another  race,  of  different 
home  standards,  alien  under  the  law 
and  openly  loyal  to  another  coun- 
try, if  not  disloyal  to  ours,  a  people 
sapping  our  vital  strength  and  drain- 
ing our  finances  when  our  people  have 
need,  is  it  to  be  expected  that  California 
shall  again  take  the  settlement  of  the 
question  in  her  own  hands  as  she  did 
in  the  seventies?  Will  it  be  right  for 
California  to  conclude,  if  the  Federal 
Government  does  not  look  after  her 
interests  now,  that  it  is  to  be  expected 
that  we  proceed  to  the  settlement  of 
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any  new  race  problem  just  as  we  set- 
tled the  one  in  the  seventies? 

Our  laws  separate  the  Mongolians 
from  the  whites,  not  simply  in  the 
constitution  as  above  quoted,  but  by 
statutes  which  for  many  years  have 
forbidden  the  intermarriage  of  Mon- 
goUans  and  whites.  One  prominent 
Japanese  has  recently  argued  for  inter- 
marriage between  whites  and  Japa- 
nese on  the  same  grounds  that  he 
would  import  potato  seed  from  other 
localities  to  strengthen  local  stock, 
placing  the  question  of  race  assimila- 
tion on  no  higher  ground  than  that  of 
plant  breeding.  There  seems  to  be  an 
underground  inclination  on  the  part 
of  some  of  the  advocates  of  freer  re- 
lationship with  the  Japanese  in  this 
country  to  allow  intermarriage.  In 
the  November  number  of  The  World 
Tomorrow,  Mr.  Sidney  GuUck,  an 
eminent  authority  on  the  Japanese 
question  and  supporter  of  the  Japa- 
nese viewpoint,  expresses  himself  as 
follows  about  biological  assimilation: 

Unfortunately,  most  mixed  marriages  of 
Americans  and  Asiatics  are  under  such  so- 
cial, economic,  and  ethical  conditions  as  to 
account  for  low  standards  of  family  life. 
Where  the  marriages  have  been  on  a  high 
plane,  the  results  in  terms  of  family  life 
have  on  the  whole  been  satisfactory. 

It  is  difficult  to  analyze  Mr.  Gulick's 
language  and  apply  his  conclusion  to 
anything  but  a  belief  that  any  Japa- 
nese coming  under  such  influences  as 
exist  in  America  will  rise  to  a  stand- 
ard he  characterizes  as  ''on  a  high 
plane,"  for  elsewhere  in  the  same  inter- 
view he  uses  this  language  of  what  he 
calls  psychological  assimilation: 

Not  only  their  clothing  and  housing  and 
living  standards  will  be  American,  but  so 
also  will  be  their  conceptions  of  God  and 
man,  of  parents  and  children,  of  morals  and 
religion,  of  the  state  and  the  citizen.  From 
my  residence  in  Japan  and  from  my  expe- 
rience with  immigrant  peoples,  I  should  say 


the  Japanese  children  of  the  second  genera- 
tion (who  present  the  real  test)  were  fully 
as  assimilable  as  the  children  of  most  of  the 
European  races. 

There  can  be  but  one  conclusion 
from  these  statements  and  that  is  that 
Japanese  children  after  a  time,  under 
the  influence  of  America,  will  rise  to  the 
"high  plane"  and  passing  through  the 
period  of  psychological  assimilation 
they  come  to  a  condition  fit  for  bio- 
logical assimilation  where,  "When  the 
marriages  have  been  on  a  high  plane, 
the  result  in  terms  of  family  life  have 
on  the  whole  been  satisfactory."  We 
can  not  think  in  such  terms  for  future 
America. 

It  is  interesting  to  note  that  these 
mild  suggestions  are  but  straws  indi- 
cating a  direct  current  of  ambition  on 
the  part  of  the  Japanese  to  win  by  in- 
termarriage if  they  are  denied  their 
present  plan  to  overcome  by  occu- 
pancy. The  following  is  a  quotation 
from  Shin  Sekai  (The  New  World),  a 
San  Francisco  Japanese  language 
newspaper,  October,  1919: 

When  we  of  the  Yamoto  race  rise  with  a 
mighty  resolve,  their  opposition  will  be  as 
futile  as  an  attempt  to  sweep  the  sea  with  a 
broom. 

Even  if  photograph  marriages  should  be 
prohibited,  we  can  not  be  stopped  from 
leaving  our  descendants  on  the  American 
continent.  Even  if  not  a  single  Japanese 
woman  comes,  it  is  not  possible  to  prevent 
the  seed  of  bur  great  Yamoto  race  from  be- 
ing sown  on  the  American  continent  by 
marriage  with  Americans,  with  French, 
with  Indians  and  with  Negroes;  especially 
since  there  are  already  100,000  Japanese 
here  and  5,000  children  are  born  annually. 

The  day  will  come  when  the  real  strength 
of  the  Japanese  will  make  a  clean  sweep  of 
all  laws. 

Referring  again  to  the  last  quota- 
tion from  Mr.  Gulick,  let  us  note  the 
expression,  "The  Japanese  children  of 
the  second  generation  (who  present 
the  real  test)  were  fully  as  assimilable 
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as  the  children  of  most  of  the  European 
races.'*  Of  course  this  is  as  to  psycho- 
logical assimilation  but  these  children 
are  bom  of  alien  parents  ineligible  to 
citizenship  and  who  to  the  end  hold 
their  allegiance  to  a  foreign  imperial 
government.  These  parents  acknowl- 
edge not  simply  this  allegiance  but  they 
have  brought  their  children  up  under 
the  tradition  of  this  foreign  fidelty  and 
in  the  consciousness  that  according  to 
the  laws  of  Japan  the  children  of  a 
Japanese  father  are  Japanese  and  at 
any  time  subject  to  the  laws  of  Japan 
if  within  her  reach.  It  is  a  fact  that  if 
a  young  man  twfenty-five  years  of  age 
with  a  Japanese  father,  but  bom  and 
educated  in  the  United  States,  a  voter 
who  has  exercised  his  franchise,  should 
be  in  Japan  twenty-four  hours,  he 
could  be  put  into  the  Japanese  army  in 
spite  of  his  constitutional  citizenship  in 
America.  And  it  is  this  Mongolian 
child  of  the  second  generation  with  a 
dual  citizenship  who  is  held  out  as  a 
fit  mate  for  an  American  in  marriage. 

Let  us  go  into  this  interesting  point 
of  dual  citizenship  a  little  further.  If  a 
father  is  by  birth  a  citizen  of  Japan  so 
are  his  children  and  his  children's  chil- 
dren, endlessly.  A  Japanese  bom  in 
this  country  married  to  a  white  woman 
produces  a  progeny  not  only  half  breed 
as  to  race  but  half  breed  as  to  loyalty. 
Though  a  citizen  of  America  by  our 
constitution  yet  the  government  of 
Japan,  because  of  the  blood  of  the 
father,  claims  a  right  over  his  child 
under  their  law  which  reads: 

A  child  is  a  Japanese  if  his  or  her  father  is 
a  Japanese  at  the  time  of  his  or  her  birth.  ^ 

This  is  not  all.  T.  Miuaoka,  form- 
erly counsellor  of  the  Japanese  Em- 
bassy in  the  United  States,  expresses 
himself  in  the  following  language: 

Under  the  conscription  laws  of  the  em- 
pire a  boy  of  seventeen  is  already  a  soldier 

^  Civil  Code  of  Japan,  V.  3,  Art.  66. 


in  the  Japanese  army  although  his  time  of 
service  under  "colors"  does  not  commence 
until  he  is  twenty.  A  male  Japanese  from 
the  age  of  seventeen  is  a  part  of  the  army 
until  he  completes  his  fortieth  year. 

Any  pretense  on  the  part  of  the 
Japanese  that  they  are  not  receiving 
fair  play  at  the  hands  of  America 
should  be  viewed  in  the  light  of  the 
impossibility  of  a  Japanese  bom  in 
this  country  ever  becoming  a  part  of 
the  homogeneous  citizenry  of  America. 

To .  counteract  the  effect  of  the 
American  schools,  the  Japanese,  where- 
ever  sufficiently  numerous,  conduct 
supplementary  schools  in  the  Japanese 
language.  These  are  held  after  regular 
school  hours  and  taught  in  the  main 
by  Buddhist  priests,  evidently  linking 
up  the  Japanese  language  with  their 
religion  which  includes  the  worship  ot 
their  national  ruler.  What  nation  has 
ever  heretofore  attempted  such  a 
course  with  her  absent  people?  What 
nation  has  ever  presumed  to  request 
for  her  people  the  freedom  of  our  coun- 
try while  holding  a  perpetual  grasp  on 
her  absent  citizens  and  their  progeny? 
Under  existing  conditions  and  in  the 
face  of  the  experience  of  California 
with  the  Japanese,  we  feel  it  right  for 
us  to  take  our  position  toward  these 
who  are  incapable  of  citizenship  by  our 
federal  laws;  incapable  of  owning 
land  by  our  state  laws,  their  children 
incapable  by  education  of  tme  loyalty 
to  our  country  and  incapable  of  losing 
their  'citizenship  in  their  fatherland 
by  foreign  laws  from  which  we  can  not 
free  them. 

The  plea  that  Japan  needs  space  for 
expansion  has  nothing  to  do  with  us 
or  our  attitude  toward  them.  How- 
ever, it  is  openly  advertised  by  Japa- 
nese themselves  that  there  are  over 
five  million  acres  in  Japanese  territory 
available  for  settlement.  It  is  said 
they  have  never  been  successful  at 
colonization.     They  have  never  tried 
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to  reclaim,  colonize  or  settle  the  Island  Japanese  at  work  at  Rocky  Ford,  Colo- 
of  Formosa,  one  of  their  own  islands,  rado,  also,  and  we  are  told  that  fully 
and  there  are  other  parts  of  Asia  avail-  85  per  cent  of  the  Rocky  Ford  mellons 
able  should  they  need  territory  nearer  are  raised  by  Japanese  and  that  Col- 
home.  They  seem,  however,  to  have  orado  has  a  school  problem  due  to 
selected  the  west  coast  of  America  as  complaints  of  white  citizens  against 


their  choice  of  the  whole  globe.    Cali-  the  presence  of  Mongolian  children  in 

fomia  has  attracted  most  of  their  at-  the  schoolroom.    There  has  been  an 

iention  but  recently  Arizona  and  Texas  apparent  try-out  of  the  whole  country 

have  raised  a  protest  because  the  eyes  and  a  final  settlement  on  the  west  as 

of    the   Japanese   have   been    turned  the  best  field  from  the  standpoint  of 

toward  their  fair  fields.     There  are  the  Japanese  Government. 
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This  conclusion  received  open  ac- 
knowledgment in  the  fact  that  Japa- 
nese Consuls  in  California  took  part 
in  the  publicity  circulated  during  the 
recent  election  in  California  when  an 
anti-alien  land  law  was  passed  over- 
whelmingly. It  has  also  been  charged 
that  the  dozen  prominent  citizens  of 
the  United  States  who  visited  Japan 
last  year  did  so  at  the  expense  of  the 
Japanese  who  saw  to  it  that  only  such 
scenes  as  might  delight  the  eye  were 
shown  to  these  gentlemen  who  have 
given  us  fair  tales  of  their  trip  and  of 
the  Japanese  people. 

In  the  recent  publication  entitled 
Ccdifomia  and  the  Oriental^  issued  by 
the  State  Board  of  Control  of  Cali- 
fornia, there  is  shown  the  fact  that 
fully  two-thirds  of  the  increase  in  Jap- 
anese population  in  continental  United 
States  in  the  last  decade  has  fallen  on 
California.  The  birth-rate  statistics  of 
California  show  that  in  1910,  96.13 
per  cent  of  the  children  bom  were 
white,  while  in  1919  only  90.86  per 
cent  were  white  or  as  to  Japanese 
only,  in  1910  2.^  per  cent  of  chil- 
dren bom  were  Japanese,  and  in 
1919  7.82  per  cent  were  Japanese.  In 
1910,  to  1,000  white  women  in  CaU- 
fomia  there  were  bom  99  children. 
In  1919,  to  1,000  Japanese  women  there 
were  bom  288  children,  which  is  about 
an  average  showing  of  the  diflference  in 
fecundity  between  whites  and  Mon- 
golians. There  are  about  three  times 
as  many  Japanese  men  as  women  in 
California.  It  must  be  apparent  why 
we  oppose  the  further  bringing  of  Jap- 
anese women  to  our  state. 

Of  the  3,893,500  acres  of  land  under 
irrigation  in  Califomia,  the  Orientals 
occupy  623,752  acres,  ^or  about  one- 

^Califomia  and  the  Orienicd,  by  the  State 
Board  of  Control  of  Califomia,  230  pages  with 
tables,  statistics,  graphs  and  maps,  will  be  sent 
on  request  State  Board  of  Control,  Sacramento, 
Califomia. 


sixth.  The  total  farm  crops  of  Califor- 
nia for  1919  amounted  to  $507,811,881, 
but  this  included  grain  and  other  prod- 
ucts which  the  Orientals  do  not  raise. 
Reducing  the  total  to  the  groups  of 
crops  in  which  the  Orientals  are  active, 
we  have  $187,000,000  as  the  yield  for 
1919.  Of  this  the  Japanese  alone  pro- 
duced $67,145,750  or  about  one-third. 
In  1915  the  Japanese  were  third  in 
nationality  among  the  fishermen  on 
the  coast  of  Califomia.  In  1919  they 
stood  first  and  represent  as  a  nation 
one-third  of  the  men  so  employed. 
And  remember,  this  puts  the  coast- 
wise fishing  trade  with  its  knowledge  of 
shore  line,  harbors  and  defences  in  the 
hands  of  men  who  are  aliens  and  who 
might  become  enemies. 

May  we  transfer  our  problem  to 
other  parts  of  the  country?  What 
would  be  the  effect  if  one-sixth  of  the 
best  fanning  land  in  lo^a  or  Ohio  had 
been  taken  over  inside  of  twenty 
years  by  unassimilable  aliens?  Sup- 
pose one-third  of  the  fruit  and  garden 
truck  industry  of  New  York,  Georgia 
or  Florida,  or  all  of  the  potatoes  raised 
in  Maine,  had  passed  from  the  hands 
of  citizens  into  the  hands  of  people 
who  can  not  become  citizens.  The 
fishing  fleets  of  New  England  were 
formerly  the  schools  for  American 
seamen.  Suppose  one-third  of  these 
fishermen  were  suddenly  found  to  be 
aliens  who  could  not  serve  oiu*  colors  in 
case  of  need.  Suppose  the  great  fish- 
ing fleets  of  England  and  France  had 
been  alien  during  the  war  or  that  ours 
became  alien  and  a  war  began.  Sup- 
pose one-sixth  of  the  editors  or  teach- 
ers were  such  aliens,  or  suppose  that 
one-sixth  of  the  preachers  were  aliens 
bowing  down  to  another  idea  of  God 
and  teaching  a  religion  linking  Deity 
with  a  foreign  ruler  as  twin  images  of 
adoration.    Just  suppose. 

Much  is  being  said  in  the  discussion 
of  the  Japanese  question  about  the 
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brotherhood  of  man.  Brotherhood  im- 
plies one  Father  and  can  not  exist  be- 
tween peoples  holding  entirely  diflFerent 
ideas  as  to  the  Fatherhood  of  God  and 
man's  responsibility  to  man.  If  we 
were  going  to  Japan  they  might  ask  us 
to  live  up  to  their  Golden  Rule,  but 
they  seek  to  come  here  where  they 
can  not  be  assimilated,  so  we  say  to 
them,  **  You  would  not  want  us  to  come 
to  you  to  try  to  make  over  yoiu*  coun- 
try by  a  flood  of  whites;  therefore,  do 
not  come  to  us,  for  we  will  not  have  our 
country  changed  by  a  flood  of  yellow, 
for  this  is  a  white  man's  country." 
We  can  not  take  in  a, race  which  can 
not  come  here  with  ties  all  cut  from 
foreign  relationship;  whose  children  are 
not  free  to  ever  become  children  of 
America  as  the  children  of  American 
white  citizens  are;  a  race  of  people 


which  is  yellow  ethnologically,  who,  if 
married  to  whites,  will  have  half-breed 
children  regardless  of  the  "plane" 
they  occupy;  a  race  which  is  not  ser- 
vile in  character  and  can  not  live  side 
by  side  with  the  whites  without  show- 
ing aggression  such  as  we  have  wit- 
nessed in  California. 

It  is  utterly  unthinkable  that  Amer- 
ica or  an  American  state  should  be 
other  than  white.  Kipling  did  not  say 
"East  is  East"  of  the  United  States', 
but  if  the  star  No.  31  in  Old  Glory, 
Califomia's  star,  becomes  yellow. 
West  may  become  East.  California 
has  been  loyal  at  all  times  to  a  flag 
that  has  honored  her  with  a  star  of  her 
own,  so  Californians,  to  a  citizen,  will 
see  that  the  star  of  her  glory  shall  not 
grow  dim  or  yellow. 


The  Japanese  Invasion 

By  John  S.  Chambers 
Controller,  State  of  California,  Sacramento,  California 


CALIFORNIA,  on  November  2 
last,  went  on  record  at  the  polls 
as  overwhelmingly  in  favor  of  the  anti- 
alien  land  measure  submitted  to  the 
electors  under  the  initiative  law  of  this 
state.  Briefly,  this  action  means  the 
strengthening  of  the  existing  anti-alien 
land  law,  which  prohibits  ownership, 
by  also  prohibiting  the  leasing  of  land 
by  aliens  not  eligible  to  citizenship. 
Heretofore  leases  were  permissible  for 
a  i>eriod  not  exceeding  three  years. 

In  addition,  it  is  sought  to  stop  those 
loopholes  in  the  first  law  which  en- 
abled elder  alien  Japanese,  ostensibly 
acting  for  Japanese  children  bom  here 
and  therefore  citizens,  to  evade  the 
statutes  by  purchasing  land  in  the 
name  of  such  children,  while  in  reality 
working  the  land,  exercising  dominion 
over  it  and  retaining  the  profits.  Like- 
wise, it  will  now  be  more  difficult,  if  not 


impossible,  to  evade  our  corporation 
land  laws  through  the  use  by  Japanese 
of  white  men  as  dummy  directors. 

Important  as  the  adoption  of  this 
measure  is  for  the  protection  of  the 
state  of  California,  it  also  is  of  great 
importance  otherwise,  because  of  the 
eflFect  this  action,  representing  the  em- 
phatic thought  of  the  people  of  this 
commonwealth,  should  have  on  our 
fellow  citizens  beyond  the  Rockies. 
Such  a  declaration  by  the  people  of  a 
sovereign  state  must,  I  think,  call  for 
the  earnest  attention  of  the  people  of 
the  country  at  large. 

California  has  gone  as  far  as  she 
could  go  under  the  federal  and  state 
constitutions  and  the  American-Japa- 
nese treaty.  If  she  could  have  gone 
further  she  would  have  done  so.  The 
next  development  California  seeks  to 
bring  about  is  the  stoppage  of  immi- 
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gration  from  Japan  through  action  by 
Congress;  and  the  third  step,  the 
amending  of  the  Constitution  of  the 
United  States  to  the  effect  that  chil- 
dren bom  in  this  country  of  parents 
ineligible  to  citizenship  themselves 
shall  be  ineligible  to  citizenship. 

California  appreciates  that  before 
these  things  can  be  brought  to  pass 
sentiment  in  the  East  must  be  created 
in  her  favor.  She  fully  believes  that 
with  the  facts  before  them  the  people 
of  this  nation  as  a  whole  \^all  cordially 
endorse  her  attitude.  She  knows  that 
at  present  entire  sympathy  does  not 
exist  for  her,  although  she  believes 
that  in  recent  months  there  has  been  a 
change  in  her  favor.  She  realizes  that 
a  hard  task  preserrts  itself  and  is  pre- 
pared to  meet  it. 

Comparatively  little  bitterness  of 
feeling  exists  in  California  on  the  part 
of  Californians  toward  the  Japanese. 
There  are,  of  course,  a  few  white 
men  and  women  who  talk  loudly, 
angrily  and  unwisely.  Among  the 
Japanese  themselves  there  has  been 
little  evidence  of  hatred,  although,  and 
not  unnaturally,  they  do  show  resent- 
ment. So  far  the  controversy  has  pro- 
ceeded with  remarkable  restraint  on 
both  sides.  The  white  people  of  Cali- 
fornia are  determined.  If  our  fellow- 
citizens  of  the  East  and  the  Govern- 
ment at  Washington  show  a  sympa- 
thetic attitude,  there  should  be  no 
break  in  the  rather  tranquil  situation 
that  exists  here.  If  this  cooperation  is 
denied  and  California  feels  that  she  is 
to  be  left  to  shift  for  herself,  then  bit- 
terness and  strife  will  develop,  and  to 
an  extent  likely  to  embroil  America 
and  Japan. 

Just  now,  as  this  is  written,  the  Jap- 
anese are  threatening  to  resort  to  the 
courts  along  two  lines:  first,  to  have 
determined  their  eligibility  to  Ameri- 
can citizenship  on  racial  grounds;  and, 
second    (should   the   former   fail),    to 


have  decided  the  constitutionality  of 
the  alien  land  measure  just  approved 
by  the  people  of  California. 

I  do  not  believe  either  suit  will  be 
brought,  at  least  with  any  real  hope  of 
winning.  The  present  talk  is  meant 
not  only  to  "save  the  faces"  of  the 
Japanese  here  and  influence  opinion 
across  the  Pacific,  but  also  for  the  ef- 
fect it  may  have  on  Washington.  The 
Japanese  are  strategists,  and  persis- 
tent. If  they  lose  at  one  point  they 
turn  to  another,  always  seeking  to 
make  the  best  of  a  situation,  good  or 
bad. 

So  far  as  th^  racial  issue  is  con- 
cerned, I  am  informed  that  such  a  suit 
has  lain  dormant  before  the  Supreme 
Court  of  the  United  States  for  years, 
and  that  the  Japanese  Government  it- 
self has  not  encouraged  action.  As  to 
the  constitutionality  of  the  land  meas- 
ure, it  was  passed  upon  by  several  of 
California's  ablest  attorneys,  and  it  is 
not  a  complete  secret  that  more  than 
one  of  Japan's  diplomats  and  legal 
advisers  have  pronounced  it  suit- 
proof. 

There  is  no  need  of  excitement  over 
Japanese  threats.  It  is  natural  that 
they  should  feel  as  their  talk  indicates, 
to  say  nothing  of  the  obvious  purpose 
to  influence  opinion,  and,  if  possible, 
to  strike  a  bargain.  California  has 
won,  and  she  feels  happy  and  secure  in 
the  victory,  limited  though  it  is. 

There  has  been  more  or  less  talk  of 
superiority  and  inferiority  as  between 
the  races,  but  not  a  great  deal.  The 
issue  is  a  fundamental  difference,  an  un- 
bridgeable difference;  not  one  of  supe- 
riority or  inferiority.  Granting  equal- 
ity, the  standards  of  the  races  are 
almost  as  opposite  as  the  poles,  and 
there  is  no  possibility  of  a  common 
trend  ever  being  evolved.  Assimila- 
tion is  impossible.  True,  there  are  a 
few  marriages  here  and  there,  but  they 
are  the  exceptions  that  prove  the  rule. 
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Many  of  our  states  by  law  forbid  such 
marriages.  On  this  coast»  and  more 
particularly  in  the  Hawaiian  Islands, 
the  Japanese  themselves  show  little 
disposition  to  intermarry  with  the 
whites;  but,  on  the  contrary,  a  strong 
desire  to  marry  among  themselves. 
Their  racial  instinct  is  very  decidedly 
developed.  The  two  peoples  nm  along 
different  Unes  physically,  morally,  so- 
cially, economically  and  politically. 
As  they  differ  in  color  so  do  they  in 
tradition,  habits  and  aspirations.  Ob- 
viously, therefore,  it  is  unwise  for  the 
two  races  to  meet  in  numbers.  If  they 
should,  the  clash  is  inevitable.  The 
situation  in  CaUfomia  is  bad  enough 
now;  it  must  not  be  permitted  to  be- 
come worse. 

What  is  the  present  situation  in 
California?  Many  pcSDple  who  do  not 
understand  or  who  do  not  want  to  un- 
derstand ask  why  all  this  agitation 
over  100,000  Japanese  in  a  total  CaU- 
fomia population  of  over  3,000,000,  or 
the  ownership  or  control  by  these  peo- 
ple of  half  a  million  acres  or  so  in  a 
state  that  has  99,617,280  acres,  and  of 
which  area  28,828,951  acres  are  in 
farms. 

Watch  the  gopher  at  work.  He 
starts  to  bore  into  a  levee,  and  as  he 
progresses  he  is  joined  by  more  of  his 
kind;  then,  in  due  time,  the  other  side 
of  the  embankment  is  reached,  and  a 
little  stream  of  water  passes  through. 
As  the  dirt  crumbles,  a  flow  increases 
and  unless  promptly  checked  the  bore 
soon  becomes  a  wide  gap  with  the 
water  rushing  through  and  overflowing 
the  land.  That  is  the  flood  that  means 
loss,  and  perhaps  eventual  disaster. 
That  is  exactly  what  is  happening  in 
the  state  of  California  today  through 
the  Japanese  policy  of  peaceful  pene- 
trati<m,  of  conquest  by  colonization,  or, 
as  Yoshi  Kimo,  Japanese  Professor  in 
the  University  of  California,  describes 
it,  the  "bloodless  struggle."     As  the 


water  flows  in  a  stream,  so  do  the  Jap- 
anese move  in  bodies,  not  scattering 
widely  or  as  individuals,  but  settling  in 
strong  groups.  The  result,  in  time,  is 
the  dispossession  of  the  whites  in  such 
areas. 

I  do  not  compare  the  Japanese  to 
the  gopher  to  give  gratuitous  offense, 
but  because  to  my  mind  the  illustra- 
tion really  portrays  the  situation  here; 
absorption  by  seepage,  so  to  speak.  I 
frankly  admit  the  intelligence,  the  in- 
dustry and  the  thrift  of  the  Japanese, 
the  wonderful  strides  made  by  Japan 
since  Peary's  time  and  her  proud  posi- 
tion today  as  one  of  the  great  nations 
of  the  world.  But  these  very  facts, 
because  of  the  fundamental  difference 
between  the  two  races,  are  what  make 
the  situation  so  alarming  today.  The 
Chinese  and  the  Hindoo  may  have  in- 
telligence, may  have  industry,  but 
they  are  not  aggressive,  they  do  not 
seek  to  dominate,  nor  are  they  backed 
by  powerful  nations  intent  upon  the 
domination  of  the  Pacific  Ocean,  if  not 
of  the  world. 

What  has  happened  in  the  Hawaiian 
Islands?  Out  of  a  total  population  of 
about  266,000,  all  races,  it  is  estimated 
that  112,000  are  Japanese.  Very  re- 
cently I  had  the  pleasure  of  meeting 
the  principal  of  one  of  the  schools  of 
Honolulu,  and  he  told  me  that  of  the 
40,000  school  children  in  the  Islands, 
20,000  were  Japanese;  that  all  had 
been  registered  at  the  Japanese  Con- 
sulate and  that  all  were  claimed  by 
Japan  as  citizens  of  that  nation.  The 
Japanese  in  Hawaii  today  would  hold 
political  control  if  the  Islands  had 
statehood.  The  only  way  in  which 
this  nation  can  retain  ascendancy  is  by 
keeping  the  Islands  under  the.  control 
of  Congress,  with  an  appointed  com- 
missioner or  some  such  official  in 
charge. 

Surely  we  want  no  such  situation  to 
develop    in    the   state   of    California. 
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And  yet  we  are  headed  directly  and 
obviously  in  that  direction  today. 
According  to  the  official  report  of  the 
State  Board  of  Control  of  California 
the  Japanese  now  own  or  control  in 
this  state  458,056  acres.  My  personal 
opinion  is  that  the  acreage  owned  and 
controlled  by  them  far  exceeds  this 
figure.  Just  as  they  evade  census  re- 
turns so  do  they  cover  up  their  land 
holdings.  But  on  the  official  showing 
the  acreage  of  land  owned  by  the  Jap- 
anese has  increased  412.9  per  cent  in 
the  past  ten  years. 

Practically  all  of  the  100,000  Japa- 
nese (and,  incidentally,  I  wish  to  say 
that  Professor  Kuno,  despite  state- 
ments by  the  Japanese  at  large,  ad- 
mits there  are  fully  this  many  in  Cali- 
fornia) reside  in  twenty-nine  of  the 
richest  counties  in  the  state  of  Cali- 
fornia, and  most  of  them  in  eighteen 
counties,  with  75  i>er  cent  of  the  births 
registered  in  seven  counties.  This  is 
conquest  by  colonization.  They  oc- 
cupy from  50  to  75  per  cent  of  the 
irrigated  area  in  many  of  these  coun- 
ties, and  have  almost  a  monopoly  on 
the  production  of  small  fruits  and 
vegetables;  while  they  have  made  seri- 
ous inroads  along  such  lines  as  furni- 
ture, hardware  and  clothing  and  almost 
dominate  the  fishing  industry  of  the 
state  of  California,  particularly  in  the 
southern  waters. 

Few  as  their  numbers  may  appear, 
it  is  the  manner  in  which  they  are  lo- 
cated and  operate  that  breathes  the 
danger.  It  is  not  "a  weak  solution 
but  the  concentrated  essence"  that 
threatens  California. 

There  are  fewer  Japanese  in  Cali- 
fornia working  for  white  people  than 
there  are  white  people  working  for 
Japanese,  according  to  the  official  re-' 
port  of  the  State  Board  of  Control. 
The  Japanese  are  of  no  service  to  the 
small  farmer.  At  first  they  are  willing 
to  work  for  wages,  then  for  a  portion 


of  the  crop,  then  under  a  lease  and 
finaUy  by  hook  or  crook,  if  possible, 
they  secure  ownership. 

Of  the  100,000  Japanese  in  Cali- 
fornia, 50,000  represent  the  increase 
since  the  "Gentlemen's  Agreement" 
was  entered  into  by  the  American  and 
Japanese  governments.  Incidentally, 
I  wish  to  point  out  the  criminal  un- 
wisdom of  that  agreement  whereby  we 
permitted  Japan  to  be  the  sole  judge 
of  what  immigration  should  be  ad- 
mitted to  the  United  States  from  that 
country,  leaving  ourselves  without  a 
voice.  Before  the  agreement,  the  Jap- 
anese population  was  not  quite  30,000, 
and  the  births,  less  deaths,  up  to  last 
year  were  20,000,  makmg  50,000.  It 
is  obvious,  therefore,  that  the  other 
50,000,  or  the  bulk  thereof,  must  have 
come  in  under  the  "Gentlemen's 
Agreement,"  and,  as  the  large  major- 
ity of  these  arrivab  were  laborers,  in 
violation  of  that  agreement;  or  else 
were  smuggled  across  our  borders  or 
landed  along  our  coast  line,  also  a 
clear  violation  of  the  law.  Nor  is  this 
the  end  of  the  violations.  The  "pic- 
ture brides"  brought  here  primarily  so 
that  the  Japanese  population  of  this 
state  might  be  increased,  in  large  ma- 
jority of  instances  worked  in  the  fields 
as  conmion  laborers,  frequently  with 
babies  on  their  backs,  and  thus  broke 
in  fact  and  in  letter  the  so-called 
"Gentlemen's  Agreement." 

In  ten  years  the  Japanese  births  in 
Califomia  have  increased  from  one  in 
forty-four  to  one  in  thirteen,  with  only 
one  Japanese  woman  to  four  Japanese 
men  in  population,  while  there  is  one 
white  woman  to  one  white  man  here. 
Their  rate  of  birth  is  between  three 
and  four  times  that  of  our  own  race. 
As  Professor  Kuno  says,  the  Japa- 
nese are  a  "marvelously  prolific  race." 
At  this  rate,  in  ten  years  there  will  be 
150,000  Japanese  bom  here,  and  by 
1949  they  will  outnumber  the  white 
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people.  Ninety  per  cent  of  the  males 
range  from  fourteen  to  forty-four  years 
of  age,  and,  aside  from  the  whites, 
their  birth-rate  is  six  times  that  of  all 
the  other  races  in  California  com- 
bined. 

So  much  as  to  land  holdings  and 
population.  Not  only  are  these  peo- 
ple claimed  as  citizens  of  Japan,  not 
only  is  their  first  allegiance  to  Japan 
and  not  to  America,  but  they  have, 
not  only  in  the  Islands  but  here  in  the 
state  of  California,  their  own  language 
schools  and  their  Buddhist  temples. 
The  children,  even  where  they  attend 
the  public  schools  of  the  state,  are 
comi>eUed  by  their  parents  also  to  at- 
tend the  Japanese  schools  where  they 
are  taught  the  traditions,  the  history 
and  the  purposes  of  the  mother  coim- 
try.  In  their  churches  they  are  taught 
the  religion  of  Japan,  that  the  Mikado, 
caUed  by  them  "Tenno,"  is  the  "bod- 
ily representation  on  earth  of  the 
King  of  Heaven";  that  he  is  above 
evil,  can  do  no  wrong  and  must  be 
worshipped  as  a  God.  Our  mission- 
aries here  and  across  the  Pacific  make 
occasional  converts,  some  of  whom  are 
sincere  at  the  time  and  some  of  whom, 
perhaps,  remain  so  unto  death.  But 
as  these  people,  in  the  main,  stay  apart 
socially,  industrially,  politicaUy,  so  do 
fhey  religiously. 

While  it  is  true  that  this  isolation  is 
oicouraged  by  the  white  people  be- 
cause close  association  is  repugnant,  it 
also  is  true  that  the  Japanese  prefer 
this  isolation  and  that  it  is  a  part  of 
the  policy  of  the  Government  of  Japan 
and  of  the  Japanese  now  in  the  state  of 
CaUfomia.  Professor  Kuno  of  the 
University  of  Califomia  charges,  with 
no  circumlocution,  that  the  Japanese  in 
this  state  have  a  government  within  a 
government,  that  they  hold  their  own 
l^blature,  with  bodies  corresponding 
to  our  State  Assembly  and  our  State 
S^iate;  that  the  numerous  local  Japa- 


nese organizations  are  tied  to  a  few 
central  Japanese  associations,  and 
these,  in  turn,  are  tied  to  the  Japanese 
consuls  at  San  Francisco  and  Los  An- 
geles, who,  in  turn,  are  tied  to  the 
Japanese  Government  itself.  Dues  are 
collected  from  all  members,  and  the 
enormous  sums  thus  obtained  are  used 
largely  for  propaganda  purposes  and, 
as  Kuno  points  out,  among  other 
things,  for  the  undermining  of  some 
of  our  educational  institutions  through 
the  "purchase  of  unprincipled  Ameri- 
can professors." 

With  the  knowledge  gained  by  Cali- 
fomians  from  personal  observation  of 
and  contact  with  the  Japanese,  a  clear 
understanding  of  their  methods  of  liv- 
ing, their  colonization  plans,  their  dual 
citizenship  and  religious  views,  the 
teachings  in  their  native  schools,  plus 
the  astonishing  assertions  and  charges 
by  so  high-grade  a  man  as  Professor 
Kuno,  should  the  question  longer  be 
asked  as  to  why  we  of  this  state  are 
alarmed  over  the  presence  in  our  midst 
of  100,000  Japanese  and  their  concen- 
trated occupation  of  half  a  million 
acres?  We  have  seen  the  results  of  the 
"bloodless  struggle,"  of  peaceful  pene- 
tration; we  know  the  districts  where 
once  our  white  citizens  resided  that 
now  are  peopled  by  Japanese;  we 
know  of  our  public  schoob  where  the 
Japanese  children  predominate  and 
we  know  through  what  we  see,  hear 
and  feel,  and  through  such  statements 
as  Professor  Kuno  has  made,  the  pur- 
pose of  the  Government  of  Japan  and 
the  purpose  of  the  Japanese  in  our 
midst. 

I  wish  to  emphasize  the  fact  that  we 
of  Califomia  are  not  acting  in  a  spirit 
of  hatred,  vindictiveness  or  retaliation. 
We  are  actuated  by  the  instinct  of 
self-preservation.  We  see  the  danger 
that  threatens  not  only  Califomia  and 
the  Pacific  Coast,  but  which  may  in- 
volve oiur  coimtry  as  a  whole.     For 
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Japan  and  the  Japanese  on  their  proper 
side  of  the  Pacific  we  have  only  good 
wishes;  on  this  side,  we  can  not  feel  so 
because  we  know  that  what  they 
would  consider  their  good  would  mean 
our  undoing. 

We  are  not  unmindful  of  the  situa- 
tion of  Japan  as  to  area  and  popula- 
tion; in  fact,  it  is  our  realization  of  this 
situation  that  emphasizes  the  gravity 
of  the  issue.  In  addition  to  the  im- 
periaUstic  designs  of  the  militaristic 
group  that  controls  Japan  stands  forth 
the  great  economic  pressure  on  that 
country  for  expansion. 

Japan  proper  has  an  area  of  about 
140,000  square  miles,  and  a  population 
estimated  at  65,000,000;  the  United 
States,  an  area  of  3,026,788  square 
miles  and  a  population  of  105,000,000; 
California,  an  area  of  158,000  square 
miles  and  a  population  of  about 
3,400,000.  The  percentages  of  popula- 
tion as  to  area  tell  the.  story. 

Japan  must  expand,  as  one  of  her 
editors  has  declared,  or  smother. 
This  side  of  the  Pacific  is  far  more  in- 
viting than  the  other,  to  say  nothing  of 
the  fact  that  she  has  already  seized 
every  available  opening. 

Japan  now  dominates  the  Orient, 
and  by  force.  She  seeks  the  even- 
tual domination  of  the  American  side 
through  her  policy  of  peaceful  penetra- 
tion, the  "bloodless  struggle"  of  con- 
quest by  colonization.  Her  purpose  is 
obvious. 

In  the  face  of  such  a  situation  there 
can  be  but  one  policy  for  California 
and,  or  should  be  at  least,  one  for 
America.  Even  if  it  were  true  that 
Japan  permitted  aliens  to  own  and 
farm  land  in  that  country,  as  is  claimed, 
and  it  is  not  true;  even  if  it  were  true 
that  the  Japanese  were  the  pioneers 
and  upbuilders  of  California,  as  is 
claimed,  and  it  is  not  true,  such  asser- 
tions or  arguments  are  beside  the 
mark.     We   freely   grant   Japan   the 


right  to  enact  such  laws  as  she  pleases 
for  the  government  and  development 
of  Japan,  but  we  deny  that  because 
she  may  legislate  along  this  line  or 
that  line,  that  America  must  follow 
suit.  It  is  a  question  of  sovereignty 
and  of  self-determination;  not  one  of 
dupUcation  or  of  tit  for  tat. 

Japan's  assertions  as  to  the  priv- 
ileges granted  foreigners  are  in  most 
cases  either  half-truths  or  false;  but 
eyen  if  true  it  would  be  a  case  of  ex- 
tending little  of  real  value  for  some- 
thing of  great  value,  of  profiFering  a 
shadow  for  a  substance,  of  driving  a 
keen  and  not  too  honest  a  bargain. 
How  many  Americans  desire  to  reside 
in  Japan,  to  engage  in  business  there, 
to  farm  there?  That  is  not  the  real 
question,  of  course,  although  the 
trend  of  Japanese  argument  in  this 
state  was  largely  on  the  theory  of  a 
so-called  fair  exchange.  The  issue  is 
our  right  to  conduct  our  own  affairs  in 
our  own  way,  to  say  who  shall  live 
among  us  and  who  shall  not;  to  be  the 
judges  of  what  is  best  for  ourselves,  our 
children  and  their  children,  for  our 
state  and  our  country. 

In  the  courtyard  of  one  of  Califor- 
nia's most  famous  hotels  there  stands 
the  life-sized  statue  of  an  Indian,  lean- 
ing slightly  forward,  his  right  hand 
shading  his  eyes,  and  underneath  him, 
cut  into  the  sohd  granite,  these  words: 
"Where  there  is  no  vision  the  people 
perish."  We  of  California  see  clearly 
today;  the  pity  of  it  is  that  we  did  not 
see  more  clearly  twenty  years  ago,  or 
even  ten  years  ago. 

The  stoppage  of  immigration  and 
the  refusal  of  citizenship  to  children 
born  here  of  alien  parents  ineligible  to 
citizenship,  in  addition  to  the  alien 
land  law  just  approved,  will  be  a  tre- 
mendous aid.  It  will  mean  the  sal- 
vation not  only  of  California  but  also 
of  this  coast.  There  yet  remains  a 
great  problem,  however,  the  problem 
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of  100,000  Japanese  in  this  state  and 
the  150,000  Japanese  in  the  country  at 
large.  As  the  population  of  this  mar- 
velously  prolific  race  grows  and  grows, 
what  is  to  be  the  putcomei^  Their 
children  bom  here  are  citizens,  and 
their  children  will  be  citizens.  There 
are  30,000  native  sons  and  daughters  in 


California  today.  While  the  evil  may 
be  held  down,  while  it  may  be  mini- 
mized, it  has  gone  too  far  to  be  eradi- 
cated. We  are  face  to  face  with  one  of 
America's  greatest  problems,  and  it 
calb  for  the  highest  grade  of  citizen- 
ship that  the  issue  may  be  met  well 
and  wisely. 


Japanese  in  the  Melting-Pot:  Can  They  Assimilate  apd 

Make  Good  Citizens? 
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THERE  are  three  principal  ele- 
ments in  the  menace  threatened 
by  Japanese  immigration  to  this  coun- 
try.   They  are: 

1.  The  non-assimilability  of  the 
Japanese  race;  the  practical  impossi- 
bility of  making  out  of  such  material 
valuable  and  loyal  American  citizens. 

2.  Their  unusually  large  birth-rate 
per  thousand  population,  already 
shown  in  California  to  be  three  times 
that  of  the  whites,  notwithstanding 
that  the  estimated  proportion  of  adult 
females  to  males  among  the  Japanese 
is  only  1  to  4,  while  among  the  whites 
it  is,  say,  1  to  1. 

3.  The  great  advantages  which  they 
possess  in  economic  competition,  partly 
due  to  racial  characteristics,  and  partly 
to  standards  of  living,  organization,  di- 
rection and  affl  from  their  government. 
These  advantages  make  it  hopeless  for 
American  whites  to  compete  with  them. 

It  should  be  evident  that  we  can  not 
encourage  or  permit  in  our  midst  the 
development  of  an  alien  element  pos- 
sessing these  characteristics  without 
inviting  certain  disaster  to  our  insti- 
tutions and  to  the  nation  itself.  The 
evidence  on  each  of  these  points  is 
apparently  incontrovertible. 

As  to  non-assimilability,  the  first 
element  mentioned   in   the  Japanese 


menace,  there  are  three  main  reasons 
why  it  is  useless  to  attempt  the  mak- 
ing of  good  American  citizens  out  of 
Japanese  material,  save  of  course  in 
exceptional  individual  instances.  The 
Japanese  can  not,  may  not  and  will  not 
provide  desirable  material  for  our  citi- 
zenship. 

1.  The  Japanese  can  not  assim- 
ilate and  make  good  citizens  because  of 
their  racial  characteristics,  heredity 
and  religion. 

2.  The  Japanese  may  not  assim- 
ilate and  make  good  citizens  because 
their  Government  claims  all  Japanese, 
no  matter  where  bom,  as  its  citizens. 

3.  The  Japanese  will  not  assimi- 
late and  make  good  citizens.  In 
the  mass,  with  opportunity  offered, 
and  even  when  bom  here,  they  have 
shown  no  disposition  to  do  so,  but,  on 
the  contrary,  pronounced  antagonism. 

There  can  be  no  effective  assimila- 
tion of  Japanese  without  intermar- 
riage. It  is  perhaps  not  desirable  for 
the  good  of  either  race  that  there  should 
be  intermarriage  between  whites  and 
Japanese.  The  laws  of  some  states 
forbid  such  marriages,  but  even  where 
such  marriages  are  permitted  and  en- 
couraged, the  Japanese  themselves  will 
not  take  advantage  thereof.  That  is 
best  demonstrated  in  Hawaii,  where 


Digitized  by 


Google 


30 


The  Annals  of  the  American  Academy 


there  is  a  great  commingling  of  races; 
but  the  Japanese,  comprising  nearly 
half  of  the  entire  population  of  the 
Territory,  and  steadily  increasing  in 
number,  maintain  in  wonderful  degree 
their  racial  purity.  With  a  population 
of  112,000  or  more  the  Japanese  in  Ha- 
waii in  five  years  have  contracted  mar- 
*  riages  with  other  races,  according  to 
the  report  made  this  year  by  the  Sur- 
vey Commission — at  the  request  of  the 
Commissioner  of  Education,  at  Wash- 
mgton,  Bulletin  No.  16,  1920— as 
follows:  Thirty-two  Japanese  men  and 
four  women  were  married  to  Hawai- 
ians,  a  few  Japanese  men  to  Portu- 
guese women,  one  Japanese  man  to  an 
American  woman  and  a  few  Japanese 
women  to  Chinese  and  Koreans. 

The  Japanese  hold  that  their  Mikado 
is  the  one  Uving  God  to  whom  they  owe 
their  very  existence,  and  therefore  all 
obedience.  It  is  not  possible  to  make 
of  an  individual  in  whom  that  belief 
is  deeply  and  firmly  grounded  an  Amer- 
ican citizen  who  can  be  relied  upon  in  a 
crisis.  This  worship  of  the  Mikado 
(Mikadoism,  or  Shintoism)  is  a  part  of 
the  education  of  each  child  in  Japan, 
and  school  children  are  by  govern- 
ment decree  forced  to  worship  at  the 
Shinto  shrines. 

Buddhism,  which  is  tolerated  in 
Japan,  has 'Shintoism  grafted  onto  it. 
Baron  Goto,  a  prominent  Japanese 
statesman,  at  a  gathering  of  Foreign 
Board  Mission  Secretaries,  at  New 
York,  in  June,  1919,  said  he  was  al- 
most persuaded  to  embrace  Christian- 
ity; that  with  slight  modifications  he 
could  do  so. 

It  is  upon  such  suggestions  as  this 
American  missionaries  hang  their  hopes 
that,  by  placating  the  Japanese  in  vari- 
ous ways,  and  more  particularly  as  to 
•  their  demands  for  free  immigration 
and  citizenship  privileges  in  the  United 
States,  the  evangelization  of  the  Japa- 
nese, both  in  Japan  and  in  this  coim- 


try,  will  be  made  very  much  easi«* 
through  Japanese  Government  sugges- 
tion or  influence. 

The  modification  necessary  or  desir- 
able in  Christianity  before  Baron  Goto 
would  embrace  it  is  probably  a  modifi- 
cation similar  to  that  which  has  been 
made  in  Buddhism;  that  is  to  say,  the 
incorporation  therein  of  Mikadoism,  or 
Shintoism,  which  recognizes  the  god 
character  of  the  Mikado,  and  insurer 
thereby  the  loyalty  of  the  individual 
Japanese  to  the  Japanese  Empire, 
through  the  Mikado. 

Professor  Kunitake  Kume,  in  Fifty 
Yeats  of  New  Japan,  the  English  ver- 
sion of  which  was  revised  and  author- 
ized for  publication  by  Marquis  Shi- 
genobu  Okuma,  ""the  grand  old  man  of 
Japan,"  said:  "He  (the  Mikado)  is  re- 
garded as  a  living  Kami  (God),  loved 
and  revered  by  the  nation  above  all 
things  on  earth,  and  himself  loving  and 
protecting  the  nation,  who  are  deemed 
sons  of  Kami  Nagara,  and  are  entrusted 
to  his  care  by  the  Kami.  This  mutual 
understanding  obtains  between  every 
individual  Japanese  and  the  Emperor." 

In  the  Japan  Advertiser  of  May  9, 
1919,  there  appeared  a  translation  of 
an  editorial  in  the  Niroku  Shimbun  of 
Tokio,  from  which  the  following  quota- 
tion is  made: 

The  Imperial  Family  of  Japan  is  as 
worthy  of  respect  as  is  God.  The  Imperial 
Family  of  Japan  is  the  parent  not  only  of 
her  sixty  millions,  but  of  all  mankind  on 
earth.  In  the  eyes  of  the  Imperial  Family 
all  races  are  one  and  the  same.  It  is  above 
all  racial  considerations.  All  human  dis- 
putes therefore  may  be  settled  in  acccnrdance 
with  its  immaculate  justice.  The  League 
of  Nations,  proposed  to  save  mankind  from 
the  horrors  of  war,  can  only  attain  its  real 
object  by  placing  the  Imperial  Family  of 
Japan  at  its  head,  for,  to  attain  its  object, 
the  League  must  have  a  strong  punitive 
force  of  super-national  and  super-racial 
character,  and  this  force  can  only  be  found 
in  the  Imperial  Family  of  Japan. 
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From  a  writer  long  resident  in  Japan, 
and  fully  conversant  with  its  language, 
its  religion  and  its  people,  is  quoted  the 
following  statement  on  this  matter: 
'"Mikadoism,  or  Emperor  worship,  is 
the  sheet  anchor  of  patriotic  fervor  in 
Japan — ^the  soul  of  the  body  politic. 
The  vast  majority  of  the  people  have 
no  other  reUgion.  It  is  not  a  relic  of 
bygone  days,  but  the  very  heart  of 
present-day  Japan." 

The  plea  of  Sidney  Gulick  and  a 
number  of  his  Christian  friends  that 
we  make  citizens  of  the  Japanese  and 
then  trust  to  making  good  citizens  of 
them  by  Christianizing  them,  advo- 
cates an  experiment  dangerous  in  the 
extreme,  doubtful  even  as  to  a  super- 
ficial change  in  religion,  and  certain  to 
end  in  disaster. 

The  inherent  incapacity  of  the  Jap- 
anese for  assimilation,  their  religious 
belief  and  ideals,  bred  in  them  for 
generations  and  taught  to  them  the 
world  over,  which  foreign  birth  and 
foreign  residence  do  not  modify, 
create  a  permanent  and  insurmount- 
able barrier  between  them  and  that 
real  American  citizenship  which  would 
be  of  value,  and  not  a  grave  menace, 
to  this  nation.  They  can  not  be  trans- 
muted into  good  American  citizens. 

Japan  Opposes  Expatriation  of  Her 
Citizens 

The  second  point  made  by  me  against 
the  possibility  of  making  American 
citizens  out  of  Japanese  is  based  upon 
my  statement  that  Japan  does  not  per- 
mit it.  We  come  now  to  the  curious 
and  inconsistent  policy  of  our  Govern- 
ment as  to  dual  citizenship,  the  full 
viciousness  of  which  is  most  apparent 
in  the  case  of  the  Japanese.  We  rec- 
ognize as  an  Anierican  citizen  and  ex- 
tend all  rights  and  privileges  as  such 
to  any  one  bom  under  the  American 
flag,  including,  of  course,  the  Japanese. 
Japan,  on  the  other  hand,  rigidly  in- 


sists that  every  Japanese,  no  matter 
where  his  parents  were  bom,  and  no 
matter  what  nation  may  have  con- 
ferred citizenship  on  him,  with  or  with- 
out his  request,  is  a  Japanese  citizen, 
and  must  perform  all  the  obligations 
as  such. 

Every  Japanese  born  here,  even  if 
his  forbears  for  generations  were  born 
here,  but  had  not  been  permitted  to 
expatriate,  is  subject  to  orders  from 
Japan;  is  kept  track  of  through  the 
Japanese  Consulate  and  other  organ- 
izations, and  is  subject  to  call  for  mili- 
tary duty.  Authorities  on  interna- 
tional law  agree  that,  since  the  United 
States  confers  its  citizenship  on  the 
Japanese  bom  here,  unasked  and  with 
fuU  knowledge  of  Japan's  claims,  we 
must,  in  the  event  of  war,  recognize 
those  Japanese  as  the  citizens  of  Japan. 

We  are  thus  conferring  upon  the 
Japanese  born  here  all  the  rights  and 
privileges  of  citizenship,  without  any 
of  the  obligations;  and  we  are  certainly 
breeding  in  oiu*  midst  a  class  of  Amer- 
ican citizens  whose  hand,  we  know  in 
advance,  must  be  against  us  in  possible 
case  of  war. 

Japan  not  only  claims  as  her  citizens 
all  Japanese  bom  on  American  soil, 
but  she  also  takes  great  care  that  they 
grow  up  really  as  Japanese  citizens, 
with  all  the  ideals  and  loyalty  of  the 
race,  untouched  by  the  notions  prev- 
alent in  this  country,  which  would 
weaken  that  loyalty. 

The  Japanese  children  born  under 
the  American  flag  are  compelled  to 
attend  Japanese  schools,  usually  after 
the  public  school  hours,  where  they 
are  taught  the  language,  the  ideals 
and  the  religion  of  Japan,  with  its  basis 
of  Mikado  worship.  Here  they  are 
taught  by  Japanese  teachers,  usually 
Buddhist  priests,  who  frequently  speak 
no  English,  and  who  almost  invariably 
know  nothing  of  American  citizenship. 
The  text-books  used  are  the  Mombusho 
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series,  issued  under  the  authority  of 
the  Department  of  Education  at  Tokio. 
These  schoob  are  located  wherever 
there  are  Japanese  communities,  and 
teachers  in  the  American  public  schools 
testify  that  the  Japanese  children  fre- 
quently are  studying  their  Japanese 
lessons  in  their  public  school  hours. 

In  Hawaii,  this  system  of  Japanese 
schools  and  its  effect  in  preventing  any 
chance  of  inculcating  the  principles  of 
American  citizenship  in  the  Japanese 
upon  whom  we  confer  such  citizenship, 
caused  such  wide-spread  comment 
that  the  Hawaiian  Legislature  in  1919 
attempted  to  pass  a  law  providing  that 
teachers  in  foreign  language  schools 
must  know  sufficient  English  and 
enough  American  history  and  civics  to 
ground  the  pupils  in  the  principles  of 
American  citizenship.  That  bill  was 
defeated  on  the  demand  and  through 
the  influence  of  the  Japanese  who  said 
its  effect  would  be  to  destroy  their 
schools. 

Now,  the  survey  commission  ap- 
pointed by  the  Commissioner  of  Edu- 
cation of  the  United  States,  reports  in 
Bulletin  No.  16  of  1920,  that  these  Ha- 
waiian-Japanese schools,  if  not  anti- 
American,  are  at  least  not  pro-Ameri- 
can, and  reconmiends  that  all  foreign 
language  schools  in  the  Hawaiian  Is- 
lands should  be  abolished,  except  for 
foreign  children  who  can  never  become 
American  citizens. 

Not  Disposed  to  Become  Real 
Americans 

It  has  been  shown  already  why  the 
Japanese  can  not  make  good  citizens, 
because  of  their  religion  and  heredity 
and  non-assimilability;  it  has  been 
•  shown  also  why  they  may  not  make 
good  citizens,  because  the  laws  of 
Japan,  efficiently  and  rigorously  ad- 
ministered in  the  United  States,  as  well 
as  in  Japan,  do  not  permit  them;  it  is 
equally  true  that  they  mil  not  make 


good  citizens,  and  that  the  evidence  of 
the  acts  of  those  who  have  resided 
under  the  American  Flag  for  many 
years  is  conclusive  on  this  point. 

In  Hawaii,  where  their  numbers 
make  them  independent,  and  where 
they  are  now  in  a  position  to  practically 
control  the  Territory,  the  Japanese 
form  a  separate,  alien  community, 
observing  the  laws,  customs  and  the 
ideals  of  Japsn;  using  the  Japanese 
language,  both  in  their  business  and  in 
their  schools,  and  bringing  up  their 
children  to  be  not  American  but  Japa- 
nese citizens,  with  all  that  loyalty  to 
the  Mikado  which  is  a  part  of  the 
Japanese  religion. 

The  statement  made  as  to  Japanese 
policy  in  Hawaii  is  equally  true  of  the 
Japanese  in  California,  though,  because 
of  differences  in  conditions,  the  evi- 
dence has  not  forced  itself  as  yet  so 
strongly  on  public  attention.  The 
Japanese  schools  are  found  in  every 
Japanese  community  in  California 
where  there  are  enough  children  to 
support  them. 

The  Japanese,  however,  are  not 
content  to  depend  upon  education  of 
their  American-bom  children  in  this 
country  in  order  to  make  them  loyal 
subjects  of  the  Mikado.  In  the  report 
of  the  Japanese  Association  of  Amer- 
ica, concerning  its  California  census, 
as  quoted  by  the  State  Board  of  Con- 
trol, api>ears  the  statement  that  there 
are  in  Japan  at  this  time  about  5,000 
California-bom  Japanese.  That  state- 
ment carries  little  significance  to  most 
people.  It  means,  however,  that  there 
are  at  this  time  5,000  of  the  Japanese 
bom  in  California,  that  is  to  say,  ^ 
per  cent  of  California's  Japanese 
minors,  upon  whom  the  United  States 
conferred  citizenship,  who  are  now 
back  in  Japan  being  thoroughly  in- 
structed in  the  religion  and  ideals  of 
Japan;  so  that  when  they  return  here 
they  may  serve,  not  as  American  citi- 
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zens,  but  as  loyal  subjects  of  the  Mi- 
kado, to  do  his  will  and  serve  his 
interests. 

The  Japanese  writer,  C.  Kondo, 
Chief  Secretary  of  the  Central  Japa- 
nese Association  of  Southern  Cali- 
fornia, in  a  very  able  article  published, 
in  Nichi  Bei  of  January  8  and  9  of  this 
year,  frankly  acknowledges/  that  the 
Japanese  of  California  show  no  dispo- 
sition to  Americanize  themselves,  and 
that  to  this  fact  largely  is  due  the 
antagonism  which  they  have  created. 
He  warns  them  that  this  antagonism 
will  increase  rather  than  disappear, 
and  suggests  that  they  should  move  to 
the  southern  states,  where  their  char- 
acteristics are  as  yet  unknown.  He 
adds,  however,  that  if  they  pursue  the 
same  methods  there  that  they  have  in 
California,  they  will  encounter  the 
same  bitter  experience  that  they  are 
now  undergoing  here. 

One  reason  why  the  Japanese  show 
no  disposition  to  Americanize'  them- 
selves lies  in  their  belief,  passed  down 
through  generations,  grounded  into 
them  in  their  schools,  and  a  part  of 
their  religion  (For  is  not  their  nation 
the  only  one  on  earth  whose  ruler  is 
the  living  God?),  that  they  are  superior 
to  any  race  on  earth.  Why,  then, 
should  they  be  willing  to  expatriate 
themselves  and  become  citizens  of  an 
inferior  nation? 

The  cockiness  which  many  have  no- 
ticed in  the  Japanese  imder  certain 
conditions  and  on  certain  occasions, 
their  pride  and  sensitiveness,  their  in- 
tolerance of  criticism  or  opposition,  are 
all  due  to  this  inbred  and  firmly  estab- 
lished belief  in  their  superiority.  In 
the  issue  of  June  10,  1920,  of  The 
Northman^  a  Swedish  publication 
printed  at  Portland,  Oregon,  Miss 
Frances  Hewett,  who  spent  six  years  in 
Japan  teaching  English  to  Japanese 
school  children  in  the  public  schools 
there,  says:  "Neither  do  the  tourists 


learn  that  these  children  are  taught* 
that  they,  being  children  of  the  Son  of 
Heaven,  are  superior  to  all  foreigners, 
and  that  their  natural  destiny  is  to 
bring  all  other  peoples  to  subjection." 
Under  such  conditions,  it  is  not  only 
probable  but  practically  certain  that 
the  majority  of  Japanese  who  are  now 
endeavoring  to  secure  for  themselves 
the  privileges  of  American  citizenship, 
are  doing  it  not  from  any  desire  to  help 
the  American  nation,  or  to  become  an 
integral  part  of  it,  but  that  they  may 
better  serve  Japan  and  the  IV^kado. 
A  striking  evidence  of  this  is  found  in 
an  article  which  appeared  in  the  Sacra- 
mento Daily  NewSy  a  Japanese  news- 
paper, February  4,  1920.  This  calls 
the  attention  of  the  Japanese  to  the 
dual  citizenship  situation,  and  suggests 
that  for  the  present  they  cease  register- 
ing births  with  the  Japanese  authori- 
ties, and  register  only  with  the  Ameri- 
can authorities.  They  are  advised  that 
they  need  not  fear  thereby  to  lose 
Japanese  citizenship,  because  at  any 
time  they  can  make  good  their  claim  to 
it  by  proof  of  birth,  etc.  The  article 
closes  with  the  statement  that  the 
American  citizenship  can  be  used  for 
furthering  the  purposes  of  Japan  in  this 
country.  Following  is  part  of  the 
article: 

It  is  urged  then  when  as  American  citi- 
zens (by  birth)  the  opportunity  comes  for 
them  to  reinforce  the  Japanese  residents  in 
America  who  have  no  citizenship  rights, 
they  must  on  behalf  of  His  Majesty,  the 
Emperor  of  Japan,  become  the  loyal  pro- 
tectors of  the  race. 

The  following  is  a  portion  of  a  state- 
ment made  on  his  return  to  San  Fran- 
cisco from  Japan  by  Dr.  Benjamin  Ide 
Wheeler,  President  Emeritus  of  the 
University  of  California  and  repub- 
lished in  the  Japan  Advertiser  of  Tokio 
on  May  22,  1920.  Dr.  Wheeler  had 
gone  to  Japan  as  a  member  of  an  unof- 
ficial mission  headed  by  Mr.  Wallace 
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M .  Alexander  of  the  San  Francisco 
Chamber  of  Commerce  to  discuss  with 
leading  Japanese  the  feasibility  of  a 
friendly  understanding  between  the 
two  countries. 

The  two  civilizations  can  not  mingle,  and 
the  leaders  in  Japan  agree  that  it  is  not  well 


to  attempt  to  amalgamate  them.  They 
can  not  and  will  not  understand  our  civili- 
zation, and  no  matter  in  what  part  of  the 
world  he  is,  a  Japanese  always  feds  himself 
a  subject  of  the  Emperor,  with  the  Imperial 
Grovemment  backing  him,  much  as  a  feudal 
retainer  had  the  support  of  his  overlord  in 
exchange  for  an  undivided  loyalty. 


The  Attitude  of  Organized  Labor  towards  the  Japanese 

By  PAUIi  SCHABRENBERG 
Secretary,  California  State  Federation  of  Labor;  Member  of  State  Commission  of  Immigration  and 

Housing  of  California 


THE  Oriental  immigration  problem 
has  always  been  distinctively  a 
California  problem.  For  seventy  years 
the  working  people  of  Califomia  have 
striven  for  legislation  prohibiting  the 
further  inmiigration  of  Oriental  la- 
borers. Certain  internationalists  and 
intellectuals  of  various  shades  have 
expressed  doubts  about  the  wisdom  of 
adopting  an  exclusion  policy.  Men 
and  women  whose  occupations  have 
brought  them  into  direct  contact  with 
the  Chinese  or  Japanese  have  never 
had  but  one  opinion  as  to  the  signifi- 
cance of  their  admission.  Whether  in 
the  mining  camps  of  the  early  fifties, 
in  the  factories  and  workshops  of  the 
later  periods  of  industrial  development, 
or  as  ^ers  of  the  soil,  we  find  the 
same  bitter  complaints  of  the  evib  of 
such  competition. 

If  Califomians  had  been  able  to 
legislate  on  the  subject,  the  question 
would  have  been  settled  long  before 
the  Chinese  had  arrived  in  sufficient 
numbers  to  constitute  a  serious  prob- 
lem. However,  under  our  system  of 
government  Congress  claims  exclusive 
right  to  regulate  immigration,  hence 
it  was  necessary  to  convince  the  nation 
before  the  desired  relief  coidd  be  ob- 
tained. This  was  not  an  easy  task. 
The  small  minority  within  the  state 
whose  interests  were  opposed  to  re- 


strictive legislation  were  greatly  rein- 
forced by  the  merchants  of  older  states, 
who  feared  to  jeopardize  the  rich  trade 
of  the  Orient,  and  by  idealists  who  were 
loth  to  recognize  the  world-old  signif- 
icance of  race  in  the  application  of 
their  theories  of  politicid  and  social 
equality.  Only  by  the  persistent  and 
sustained  effort  of  the  working  people 
of  Califomia  first  the  state  and  then 
the  nation  have  been  converted  to  the 
policy  of  Chinese  exclusion. 

No  sooner  had  the  Chinese  inmiigra- 
tion problem  been  disposed  of  to  the 
general  satisfaction  of  Califomians 
when  the  menace  of  unrestricted 
Japanese  immigration  came  to  the 
front  with  startling  rapidity. 

For  two  hundred  and  fifty  years 
prior  to  the  arrival  of  Commodore 
Perry,  Japan  had  excluded  all  foreign- 
ers (barbarians)  except  a  small  number 
of  Dutch  traders  who  were,  however, 
restricted  to  a  small  island.  Conmio- 
dore  Perry  anchored  off  Uraga  on 
July  7,  1853.  Five  years  later  the 
first  official  treaty  between  the  United 
States  and  Japan  was  signed  to  take 
effect  on  July  4,  1859. 

Only  thirty-three  years  later,  in  1892, 
the  American  Federation  of  Labor  Con- 
vention adopted  resolutions  demand- 
ing extension  of  the  Chinese  Exclusion 
Act  so  as  to  include  Japanese.    And 
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fifteen  years  after  this  demand  was 
made,i.«.,  in  1907,  a  so-called  "Gren- 
ilemen's  Agreement"  was  arrived  at 
through  diplomatic  negotiations  where- 
by the  Japanese  Government  agreed  to 
keep  laborers  from  America. 

But  the  "Gentlemen's  Agreement" 
has  not  been  a  solution  of  the  problem. 
In  California  the  demand  for  the 
exclusion  of  Japanese  is  more  general 
and  more  pronoimced  today  than  ever 
before.  Of  course,  the  organized  work- 
ing people  have  been  in  the  vanguard 
of  this  movement  just  as  they  led  in 
the  struggle  for  Chinese  exclusion. 
Leadership  in  this  respect  does  not 
mean  hurling  the  most  bricks.  To  the 
contrary,  labor  in  California  has  se- 
verely frowned  up>on  violent  anti-Jap- 
anese manifestations.  Although  tlds 
is  not  generally  known,  it  is  a  fact, 
nevertheless,  that  California  trade- 
unionists  have  at  all  times  made 
earnest  efforts  to  eliminate  the  harsh, 
unpleasant  features  incident  to  such  a 
campaign  of  propaganda. 

There  are  many  concrete  examples 
to  bear  out  this  contention.  But  just 
one  will  suffice  to  illustrate  the  point. 
Two  Japanese  presented  credentials  as 
fraternal  del^ates  to  the  annual  con- 
vention of  the  California  State  Federa- 
tion of  Labor  which  met  at  Santa  Rosa 
in  1915.  The  report  of  the  Committee 
on  Credentials  made  to  said  conven- 
tion clearly  sets  forth  California  labor's 
attitude  toward  the  workers  in  Japan 
and  is  quoted  herewith: 

There  have  been  submitted  to  the  Com- 
mittee on  Credentials  two  credentials  for 
fraternal  delegates  from  the  Laborers' 
Friendly  Society  of  Tokio,  Japan,  namely, 
B.  Suzuki  and  S.  Yoshimatsu. 

Your  Conunittee  has  given  careful  con- 
sideration to  the  question  of  seating  these 
men.  It  has  been  said  that  the  Laborers' 
Friendly  Society  is  not  a  bona  fide  trade- 
union.  It  has  also  been  alleged  that  these 
two  men  are  not  representing  the  working 
people  of  Japan,  but  are  rather  agents  of  the 


Japanese  Government  in  a  well  planned 
campaign  to  weaken  our  immigration  laws, 
etc. 

Your  Committee,  however,  has  not  been 
furnished  with  any  evidence  to  substantiate 
the  allegations  referred  to.  We  therefore 
reconmiend  that  both  be  seated  without 
vote. 

We  have  arrived  at  this  conclusion  (1) 
because  the  seating  of  these  delegates  in  no 
way  affects  our  attitude  or  modifies  our 
demand  for  the  exclusion  of  all  Asiatic 
laborers  from  our  shores;  (2)  because  we  be- 
lieve it  is  in  accordance  with  the  spirit  of 
International  Unionism  and  to  our  own 
advantage  to  aid  and  encourage  the  work- 
ing people  in  Japan  to  organize  and  better 
their  conditions. 

The  Committee's  report  was  adopted 
and  the  delegates  seated.  During  the 
second  day's  session  Delegate  Suzuki 
read  to  the  convention  a  carefully 
prepared  paper.  His  address  was 
made  a  part  of  the  printed  proceedings. 

The  same  convention  which  ex- 
tended every  courtesy  to  the  Japanese 
delegates  did  not  fail,  however,  to 
reiterate  the  old  demand  for  an  exten- 
sion of  the  Chinese  Exclusion  Act  so  as 
to  bar  all  Asiatics.  United  States 
Senator  Phelan  took  occasion  shortly 
after  the  adjournment  of  said  conven- 
tion to  write  to  the  California  State 
Federation  of  Labor  intimating  "that 
the  Federation  had  been  trapped  into 
a  false  position." 

This  was  denied  in  a  circular  letter 
sent  out  by  the  Executive  Coimcil  of 
the  Federation,  reading  in  part  as 
follows: 

No,  Senator,  we  have  not  modified  our 
views  upon  the  Japanese  menace.  We  fully 
realize  the  danger  of  the  so-called  "Gentle- 
men's Agreement"  and  we  are  anxious  to 
have  enacted  an  exclusion  law  which  will 
effectively  and  permanently  bar  these  little 
brown  men  from  our  shores. 

Our  objection  to  the  Japanese  in  Cali- 
fornia is  not,  as  you  so  well  know,  based 
upon  trivial  or  sentimental  reasons.  We 
object  to  them  for  economic  reasons,  we 
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know  Califomians  can  not  compete  with 
them  and  maintain  an  American  standard 
of  living.  And  we  have  been  in  hopes  that 
our  kind  treatment  of  the  two  delegates 
from  Japan,  and  our  own  efforts  to  have 
them  imderstand  fully  and  unequivocally 
that  we  have  no  grievance  against  the 
Japanese  as  long  as  they  remain  in  Japan, 
might  have  a  tendency  to  bring  about  a 
better  understanding  between  the  wage 
workers  of  Japan  and  the  wage  workers  of 
America.  K  we  have  failed  in  this  honest 
endeavor  it  will  be  no  fault  of  ours.  We 
have  at  least  tried. 

In  labor  circles  there  was  consider- 
able discussion  upon  the  question 
throughout  the  year,  but  when  Suzuki 
returned  from  Japan  a  year  later  he 
was  again  seated  in  the  convention 
with  only  a  few  dissenting  votes.  At 
that  time  (October,  1916)  Delegate 
Suzuki  extended  a  formal  invitation  to 
the  convention  to  send  a  fraternal 
delegate  to  the  fifth  anniversary  of  the 
Laborers'  Friendly  Society  in  Japan, 
to  be  held  the  following  spring  in  Tokio. 

The  invitation  was  referred  to  a 
committee,  and  in  due  time  the  com- 
mittee submitted  the  following  report: 

Upon  invitation  of  the  Japanese  Frater- 
nal Delegate  to  send  a  Representative  to 
that  Coimtry,  yom-  committee  submits  the 
following  resolution  and  recommends  its 
approval: 

Whereas,  The  organized  labor  movement 
of  California  and  of  America  stands  ever 
ready  to  assist  the  workers  of  every  coimtry, 
color  and  creed,  to  emancipate  themselves 
from  exploitation,  and 

Whereas,  It  has  been  necessary  at  times 
for  the  working  class  of  this  country  to 
protect  their  standard  of  living  by  favoring 
the  exclusion  of  foreign  competition,  in  the 
spirit  alone  of  imperative  necessity  and 
self-protection,  and 

"Wiereas,  We  have  learned,  with  interest 
and  gratification,  that  the  workers  of  Japan 
are  organizing  into  industrial  unions  for 
their  own  welfare;  a  movement  we  can 
endorse;  therefore,  be  it 

Resolved,  By  the  Seventeenth  Annual 


Convention  of  the  California  State  Federa- 
tion of  Labor,  that  we  give  to  Mr.  Suzuki, 
the  fraternal  delegate  from  the  Laborers' 
Friendly  Society  of  Japan,  our  expression  of 
good  will  and  a  message  of  hope  and  en- 
couragement for  a  brighter  future  of  the 
working  class  of  his  coimtry;  and  be  it 
further 

Resolved,  That,  in  assuming  this  position 
of  a  greater  friendship  between  the  workers 
of  the  East  and  the  West,  we  must  continue 
our  unswerving  stand  upon  exclusion  until 
such  time  as  inmiigration  will  not  prove  a 
menace  to  our  own  unions,  our  working 
people  and  our  standard  of  living;  and  be  it 
further 

Resolved,  That  the  question  of  sending  a 
fraternal  delegate  from  this  body  to  the 
labor  convention  in  Japan  be  referred  to  the 
Executive  Council  of  this  Federation,  with 
the  hope  that  a  delegate  can  be  selected  to 
carry  a  message  of  good  will  and  encourage- 
ment to  the  laboring  class  of  Jai>an. 

The  report  of  the  Committee  was 
adopted. 

In  November  of  the  same  year 
Suzuki  attended  the  annual  conven- 
tion of  the  American  Federation  of 
Labor  which  met  at  Baltimore.  This 
convention  was  equally  emphatic  in 
defining  the  position  of  organized  labor 
upon  American-Japanese  working-class 
relations,  by  the  imanimous  adoption 
of  the  following: 

Resolved,  By  the  American  Federation  of 
Labor  in  annual  convention  assembled  at 
Baltimore,  Md.,  that  we  note  with  extreme 
pleasure  and  satisfaction  the  fact  that  the 
working  people  of  Japan  are  organizing  into 
unions  and  federated  under  the  Laborers' 
Friendly  Society  of  Japan;  that  we  bespeak 
for  them  and  their  movement  all  the  success 
possible;  that  we  recommend  that  the 
Executive  Council  continue  its  friendly 
office  in  an  effort  to  be  helpful  to  the  organi- 
zation of  the  workers  of  Japan  in  every  way 
possible  by  correspondence,  and  that  it 
send  a  message  of  fraternal  greeting,  good 
will  and  best  wishes  for  the  success  of  the 
movement  to  organize  more  thoroughly 
and  practicaUy  the  wage-workers  of  Japan 
to  bring  light  in  their  work  and  their  liv^, 


Digitized  by 


Google 


Attitude  of  Obganized  Labor  Towards  the  Japanese 


87 


It  had  been  hoped  that  the  American 
Federation  of  Labor  and  the  California 
State  Federation  of  Labor  would  each 
send  a  fraternal  delegate  to  the  meet- 
ing in  Japan  but  the  international 
situation  became  more  and  more 
critical  and  finally  resulted  in  America's 
entry  in  the  war.  That  put  an  end  to 
plans  for  developing  a  clearer  under- 
standing and  promoting  mutual  good 
will  between  the  workers  in  America 
and  Japan. 

Suzuki  did  not  return  as  a  fraternal 
delegate  but  since  his  last  visit  the 
workers  of  Japan  have  been  repre- 
sented at  two  international  labor 
conferences  held  under  the  auspices  of 
the  League  of  Nations  and  in  each 
instance  the  Japanese  representative 
gave  an  excellent  account  of  himself. 

M.  Masumoto,  Japan's  labor  dele- 
gate to  the  International  Labor  Con- 
ference held  in  Washington,  during 
1919,  was  a  man  with  the  courage  of 
his  convictions.  Addressing  the  con- 
ference on  November  27,  Masumoto 
characterized  his  government  as  an 
autocracy  which  is  the  enemy  of  social 
justice.  Pointing  to  the  Japanese  flag, 
he  declared  that  under  it  "there  is 
a  police  regulation  whose  aim  is  to 
interfere  with  the  organization  of  la^ 
bor."  Describing  what  he  termed  the 
danger  of  extending  to  the  Government 
of  Japan  special  treatment,  Masumoto 
said  the  industrial  workers  of  Japan 
were  mostly  women  and  children,  and 
that  their  lives  approached  almost  that 
of  slavery. 

A  second  international  labor  con- 
ference was  held  at  Genoa,  Italy,  in 
June  and  July,  1920,  to  consider  the 
problems  of  seamen.  Just  prior  to  said 
conference  representatives  of  the 
world's  seamen  held  an  opening  meet- 
ing in  Genoa  for  the  purpose  of  compar- 
ing notes  and,  if  possible,  to  agree  upon 
a  joint  program  for  submission  to 
the  official  international   conference. 


At  both  of  these  meetings  the  sea- 
farers of  Japan  were  represented  by 
Ken  Okasaki,  an  able,  courageous  and 
resourceful  champion  of  those  who  go 
down  to  sea  in  ships. 

It  has  been  my  good  fortune  to  come 
in  personal  contact  with  all  three  of 
these  Japanese  labor  representatives — 
Suzuki,  Masumoto  and  Okasaki — and 
it  is  not  stretching  a  point  to  assert 
that  men  of  this  type  are  truly  a  credit 
to  the  working  people  in  Japan. 

Through  association  with  these  three 
men,  often  imder  decidedly  trying 
circumstances,  it  has  become  a  fixed 
beUef  with  me  that  American- Japanese 
relations  can  be  adjusted  on  a  basis 
entirely  satisfactory  to  the  working 
people  in  both  nations.  No  claim  is 
made  that  this  can  be  done  by  profes- 
sional diplomats.  But  a  series  of  heart 
to  heart  talks  between  workers'  repre- 
sentatives from  America  and  Japan  will 
accomplish  wonders.  In  fact  there  will 
be  scarcely  any  ground  for  disagree- 
ment after  a  perfectly  frank  exchange 
of  views  has  taken  place.  Of  course, 
there  must  be  honesty  of  piupose  and 
discussion  without  disguise. 

Japanese  and  American  diplomats 
have  so  beclouded  the  main  issue  that 
the  average  man  who  is  not  a  member 
of  the  diplomats'  imion,  and  hence  not 
versed  in  the  fine  points  of  that  game, 
can  not  possibly  follow  the  play. 

For  years  we  have  been  told  that 
the  Japanese  are  peeved  because  of  the 
anti-Japanese  campaign  in  California. 
But  is  it  reasonable  to  assume  that  any 
Japanese  duly  acquainted  with  the 
immigration  policy  of  Australia  and 
Canada  can  have  any  grievance  against 
California's  efforts  to  similarly  protect 
herself? 

Can  it  be  possible  that  any  consider- 
able number  of  Japanese,  outside  of 
diplomatic  circles,  will  seriously  claim 
certain  rights  for  their  countrymen  in 
California  when  these  "rights"  have 
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been  and  are  being  denied  by  other 
countries  closely  allied  with  Japan? 

Every  well  informed  Japanese  knows 
that  certain  groups  of  workers  in  Japan 
have  time  after  time  protested  against 
the  importation  of  Chinese  coolies.  Is 
it  not  a  perfectly  natural  corollary  that 
the  working  people  of  the  Island  em- 
pire, if  duly  informed,  will  not  only 
imderstand  but  actually  sympathize 
with  the  identical  attitude  of  Ameri- 
can workers? 

Trained  diplomats  may  answer 
"No."  But  here  is  one  California 
trade-unionist  who  believes  that  the 
working  people  in  Japan  will  give  an 
entirely  different  reply. 

To  be  sure,  the  case  must  be  pre- 
sented to  them  in  its  entirety  and  also 
in  its  true  colors.  As  years  go  by  this 
becomes  more  and  more  difficult 
because  politicians  and  statesmen  (so- 
called)  are  doing  their  utmost  to  make 
frank  and  manly  discussions  of  the 
problem  a  virtual  impossibility. 

But  it  is  not  too  late  to  start  right 
now.  The  organized  working  people 
in  some  of  the  countries  of  Europe  are 


no  longer  content  with  old  diplomatic 
usages.  They  have  insisted  and  in 
several  instances  succeeded  in  securing 
recognition  for  men  from  the  ranks  of 
labor.  It  was  not  a  question  of  getting 
government  jobs  for  labor  officials  but 
rather  the  driving  of  labor's  viewpoint, 
labor's  thought  and  language,  into  the 
exclusive  set  who  are  labeled  "trained 
diplomats." 

So  here's  hoping  that  responsible 
forces  will  soon  be  at  work: 

1.  To  bring  about  an  intelligent 
appreciation  throughout  America  of 
the  economic  need  for  the  exclusion  of 
Japanese. 

2.  To  map  out  a  plan,  open  and 
above-board,  whereby  it  will  be  pos- 
sible to  reach  a  thorough  understand- 
ing between  the  workers  in  Japan  and 
the  workers  of  America. 

3.  To  cause  the  appointment  of  an 
experienced  and  thoroughly  representa- 
tive labor  man  for  service  (as  an  ad- 
viser) at  each  of  the  principal  American 
embassies,  but  in  particular  at  our 
embassy  in  Tokio. 


Review  of  Exclusion  History 

By  Walter  Macarthtjb 
San  Francisco,  Cal. 


"As  became  a  people  devoted  to 
the  National  Union,  and  filled  with 
profound  reverence  for  law,  we 
have  repeatedly,  by  petition  and 
memorial,  through  the  action  of 
our  Legislature,  and  by  our  Sena- 
tors and  Representatives  in  Con- 
gress, sought  the  appropriate  rem- 
edies against  this  great  wrong, 
and  patiently  awaited  with  confi- 
dence the  action  of  the  Gen- 
eral Government.  Meanwhile  this 
giant  evil  has  grown,  and  strength- 
ened) and  expanded;  its  baneful 


effects  upon  the  material  interests 
of  the  people,  upon  public  morals, 
and  our  civilization,  becoming  more 
and  more  apparent,  tmtil  patience 
is  almost  esJutusted,  and  llie  spirit 
of  discontent  pervades  the]  state. 
It  would  be  disingenuous  in  us  to 
attempt  to  conceal  our  amazement 
at  the  long  delay  of  appropriate 
action  by  the  National  Government 
towards  the  prohibition  of  an 
immigration  which  is  rapidly  ap- 
proaching the  character  of  an 
Oriental     invasion,     and     which 
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threatens  to  supplant  Anglo-Saxon 
civilization  on  this  Coast."^ 

THE  language  here  quoted  is  prac- 
tically identical  with  the  expres- 
sions commonly  used  in  the  present 
discussion  of  the  Japanese  question. 
The  object  sought  by  the  people  of  the 
Pacific  Coast  forty  years  ago  has  been 
attained.  Chinese  inmiigration  ceased 
with  the  passage  of  the  Chinese  Exclu- 
sion Act,  and  that  phase  of  the  general 
problem  may  be  considered  as  settled. 

The  problem  of  Japanese  immigra- 
tion is  in  all  essentiab  one  with  the 
earUer  phase  of  Asiatic  immigration. 
Fundamentally,  the  whole  question  is 
a  matter  of  race;  not  of  the  compara- 
tive quaUties  of  the  races,  but  solely  of 
the  difference  between  the  races,  a  differ- 
ence so  wide  and  deep  as  to  consti- 
tute a  natural  and  permanent  cleavage. 
From  this  viewpoint  it  would  seem  that 
a  brief  review  of  the  history  of  Chinese 
exclusion  may  be  of  value  in  the 
present  discussion. 

Chinese  inmiigration  to  California 
dates  from  the  period  of  the  gold  rush, 
when  a  few  members  of  the  merchant 
class  arrived  at  San  Francisco.  They 
were  welcomed,  and  in  fact  honored, 
partly  on  their  own  account  but  chiefly 
because  of  the  promise,  which  their 
presence  afforded,  of  a  great  conunerce 
with  the  Orient.  They  sent  back 
favorable  reports  of  their  reception  and 
the  prospects  of  advancement  in  the 
new  land.  Immediately  the  tide  of 
immigration  set  in.  In  little  more  than 
a  year  (1851)  14,000  Chinese  had 
landed  in  the  state.  A  large  fleet  of 
vessels  was  employed  in  the  "coolie 
trade,"  as  it  was  thus  early  designated, 
at  the  rate  of  fifty  dollars  per  head. 
During  the  two  years,  1853-1855,  the 
iq>proximate  numbers  of  Chinese  in 
Cadifomia  fluctuated  between  22,000 
and  39,000. 

'Memorial    to   Coogreas  l^  the  Calif<vnia 
CoDStitiitional  Conventioii,   1879. 


The  welcome  accorded  the  first- 
comers  from  the  Flowery  Land  was 
short-Uved.  The  great  majority  of  the 
immigrants  were  of  the  coolie  class,  and 
of  course  sought  employment  in  the 
mining  industry.  The  characteristics 
of  this  class  of  immigration  immedi- 
ately becaW  apparent.  In  1852  (that 
is,  within  two  or  three  years  following 
the  advent  of  the  first  immigrants)  the 
public  feeling  against  Chinese  labor 
had  reached  an  acute  point.  Then 
began  the  agitation  for  Chinese  exclu- 
sion, which  continued  without  inter- 
mission for  fifty  years,  and  which  has 
been  continued  in  the  case  of  its  cor- 
related phase  throughout  the  subse- 
quent period  of  eighteen  years,  down 
to  the  present  time,  a  total  period  of 
sixty-eight  years. 

From  the  beginning  of  the  agitation 
the  race  factor  was  recognized  as 
fundamental,  and  all  efforts  to  cope 
with  the  evil  were  directed  toward  the 
ultimate  object  of  exclusion.  Prob- 
ably the  most  comprehensive  treat- 
ment of  the  subject  is  contained  in'  A 
History  of  California  Labor  Legislation, 
compiled  by  Lucile  Eaves  and  issued 
by  the  University  of  CaUfomia.  From 
that  work  we  gather  the  following 
details  of  the  exclusion  movement. 

In  the  period  1852-1872  numerous 
measures  were  enacted  by  the  state 
and  municipal  authorities.  In  general 
these  measures  took  the  form  of  taxa- 
tion. An  example  of  the  policy  of 
"exclusion  by  taxation"  is  seen  in  the 
act  of  the  California  Legislature  (1852) 
which,  by  requiring  a  bond  of  $500 
for  every  alien  passenger  landed,  sought 
to  accomplish  the  object  of  state 
exclusion  without  running  counter  to 
federal  authority.  Many  mimicipal 
ordinances  were  aimed  in  the  same 
direction.  A  laundry  tax,  prohibitive 
in  effect,  was  imposed.  A  cubic  air 
space  regulation,  Ukewise  prohibitive, 
was  enacted.    It  was  made  a  misde- 
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meanor  for  any  person  on  the  side- 
walks to  carry  baskets  suspended  on  a 
pole  across  the  shoulders.  Another 
ordmance  prohibited  the  employment 
of  Chinese  on  public  works.  The 
principle  of  the  latter  measure,  which 
was  described  as  "exclusion  by  star- 
vation," was  subsequently  embodied 
in  the  State  Constitution  (1879)  in  two 
provisions,  one  of  which  prohibited  the 
employment  of  Chinese  or  MongoUans 
by  any  corporation,  while  the  other 
prohibited  their  employment  on  public 
works,  "except  in  punishment  for 
crime."  The  former  of  these  provi- 
sions was  declared  unconstitutional, 
but  the  latter  remains  a  part  of  the 
State  Constitution. 

In  general  these  measures  failed  in 
their  object,  largely  because  the  au- 
thorities were  unable  or  unwilling  to 
enforce  them,  but  chiefly  because  they 
went  beyond  the  legislative  powers  of 
the  state  and  municipaUty .  The  pole- 
carrying  ordinance  was  upheld  by  the 
State  Supreme  Court,  as  a  reasonable 
exercise  ot  the  pohce  power.  Practi- 
cally all  other  measures  aimed  against 
the  Chinese  were  declared  unconstitu- 
tional, either  by  the  state  or  federal 
courts. 

The  pohcy  of  actual  exclusion  by  the 
state  was  attempted  by  an  act  of  the 
Legislating  passed  in  1852.  By  the 
terms  of  that  measm^  no  Chinese  or 
MongoUan  was  allowed  to  land  in  the 
state.  Masters  of  vessels  were  sub- 
ject to  a  fine  of  $400  to  $600,  or  im- 
prisonment for  from  six  months  to  a 
year,  or  both  such  fine  and  imprison- 
ment, for  knowingly  permitting  the 
landing  of  Chinese.  This  attempt  at 
direct  exclusion  was,  of  course,  de- 
clared unconstitutional. 

In  every  instance  the  failure  of  these 
attempts  to  deal  with  the  question  by 
the  exercise  of  state  or  municipal 
powers  resulted  in  increased  agitation, 
accompanied  by   increasingly   drastic 


proposals  and  occasionally  by  open 
violence,  culminating  in  the  forcible 
expulsion  of  the  Chinese  from  many 
localities.  It  is  to  be  noted,  however, 
that  public  feeling  was  the  result  of 
resentment  against  the  failure  of  Con- 
gress to  act  upon  the  demand  for 
exclusion,  rather  than  of  disappoint- 
ment over  the  failure  of  the  local 
measures.  It  appears  that  the  real 
motive  inspiring  many  of  the  local 
eflForts  was  admonitory — ^that  is  to 
say,  these  efforts  were  designed  as  a 
warning  to  Congress  and  the  people  in 
other  locaUties  and  to  impress  upK>n 
them  the  need  of  federal  l^islation. 
The  resolutions  and  memorials  issued 
by  numerous  public  and  quasi-public 
bodies  unifomaly  recited  the  failure  <rf 
all  local  efforts  to  secure  reUef ,  by  way 
of  prelude  to  the  demand  for  Congres- 
sional action. 

The  Burlingame  Treaty  (1868) 
between  the  United  States  and  China 
recognized  the  "mutual  advantages  of 
free  migration  and  emigration  of  their 
citizens  and  subjects  respectively  from 
one  country  to  the  other  for  the  pur- 
poses of  curiosity,  of  trade,  or  of  per- 
manent residence."  A  single  reserva- 
tion was  made  by  amendment,  to 
the  effect  that  nothing  in  the  treaty 
should  be  held  to  confer  the  right  of 
naturaUzation  in  either  case.  Thus 
the  action  of  the  federal  government 
increased  rather  than  allayed  the 
dissatisfaction  of  the  people  in  the 
West.  This  condition  was  fiu*ther 
aggravated  by  the  discussion  which 
shortly  afterward  (1870)  took  place  in 
Congress  in  connection  with  a  bill  to 
revise  the  naturalization  laws.  Diu*- 
ing  the  debate  on  the  proposal  to 
extend  the  rights  of  citizenship  to 
aUens  of  African  descent  and  persons 
of  African  nativity,  an  effort  was  made 
to  include  "persons  born  in  the  Chinese 
Empire."  The  attempt  to  extend  the 
rights  of  citizenship  to  the  Chinese 
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failed,  but  as  a  result  of  that  attempt 
the  whole  question  of  Chinese  immi- 
gration was  fuUy  presented  to  Congress 
for  the  first  time. 

In  1880  a  new  treaty  with  China 
was  concluded,  in  which  that  coimtry 
agreed  that  "the  Government  of  the 
United  States  may  reguhtte,  limit,  or 
suspend  such  coming  or  residence,  but 
may  not  absolutely  prohibit  it." 

The  first  exclusion  act  was  passed  in 
1882.  As  originally  enacted  it  pro- 
hibited the  immigration  of  Chinese 
laborers  for  a  period  of  twenty  years. 
This  bill  was  vetoed  by  President 
Arthur,  who,  following  the  example  of 
President  Hayes  in  the  matter  of  the 
so-called  Fifteen  Passenger  bill  (1879), 
declared  that  the  Exclusion  bill  vio- 
lated the  treaty,  inasmuch  as  neither 
contracting  party  had  contemplated 
so  long  a  suspension  as  twenty  years, 
or  would  have  considered  such  a 
period  a  "reasonable''  suspension  or 
limitation.  The  bill  was  immediately 
amended  to  limit  the  period  of  sus- 
pension to  ten  years.  In  this  form  it 
was  reenacted  and  approved  by  the 
President  (May  6, 1882). 

In  1884  the  Exclusion  Act  was 
amended  to  prohibit  the  entry  of 
Chinese  not  only  from  China  but  also 
from  "any  foreign  port  or  place." 
Other  defects  in  the  law  became  ap- 
parent, and  in  1888  a  bill  was  passed 
regulating  the  conditions  under  which 
a  Chinese  laborer,  having  left  the 
United  States,  should  be  permitted  to 
return.  Notwithstanding  all  efforts  to 
insure  absolute  exclusion,  the  Census 
of  1890  showed  an  increase  of  2,000 
Chinese  in  the  United  States  (total 
107,000),  as  compared  with  the  figures 
erf  1880. 

In  1891  the  L^islature  of  California 
passed  an  exclusion  law,  in  accordance, 
presumably,  with  the  policy  of  admo- 
nition previously  adopted.  Of  course 
this  second  adventm^  into  the  realm 


of  federal  jurisdiction  met  the  fate  of 
its  predecessor.  It  would  seem,  how- 
ever, that  the  admonition  was  not 
entirely  in  vain.* 

In  1892  the  Geary  Act  was  passed. 
This  measure  extended  the  original 
exclusion  law  and  all  supplementary 
legislation  for  an  additional  period  of 
ten  years.  In  1893  the  McCreary  Act 
was  passed,  extending  the  time  allowed 
for  registration  and  discontinuing  all 
proceedings  for  violation  of  the  former 
act.  In  1894  a  treaty  between  the 
United  States  and  China  was  adopted, 
in  which  the  latter  country  agreed  to 
the  exclusion  laws.  In  1902  the  pres- 
ent Chinese  Exclusion  Act  was  passed, 
renewing  for  an  indefinite  period  all 
laws  prohibiting  and  r^ulating  the 
coming  of  Chinese  laborers  from  China, 
from  any  foreign  port  or  place,  and 
from  or  to  the  Island  territory  of  the 
United  States. 

On  many  occasions  during  the  long 
discussion  of  the  subject  reference  was 
made  to  the  Japanese,  varied  by  the 
use  of  the  terms,  "Asiatic"  and 
"Mongolian."  But  for  the  question  of 
"practical  politics"  the  demand  for 
exclusion  would  have  included  the 
Japanese.  The  latter  were  omitted 
from  the  exclusion  laws,  not  because 
of  any  distinction  in  their  favor  but 
solely  because  it  was  deemed  wise  to 
concentrate  effort  upon  the  actual 
evil  of  Chinese  immigration  rather 
than  risk  failure  by  an  attempt  to 
forestall  events. 

Japanese  immigration  has  passed 
the  stage  of  potential  evil.  The 
conditions  created  by  the  presence  of 
the  Japanese  in  many  localities  have 
raised  issues  in  every  respect  much 
more  acute  than  those  of  the  past. 
The  present  agitation  is  but  a  repetition 
in  aggravated  form  of  the  history  of 
Chinese  immigration.  The  most  im- 
portant lesson  which  we  gather  from 
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that  history  is  that  as  the  solution  of 
the  problem  can  only  be  accomplished 
through  exclusion  by  federal  enact- 
ment, thexjontinued  failure  of  Congress 
to  exercise  its  authority,  thus  leaving 
the  people  of  the  States  to  their  own 


devices,  wiU  increase  public  resentment 
in  the  respective  locidities  and  propor- 
tionately complicate  the  real  problem 
by  involving  in  its  discussion  many 
matters  of  an  extraneous  or  at  best 
incidental  nature. 


The  Japanese  Question  in  California 

By  LoTHBOP  Stoddard,  Ph.D.,  J.B.i 
Brooklin^  MaiMdiofletU 


THE  full  significance  of  the  present 
agitation  in  California  against 
the  influx  and  settlement  of  Japanese 
can  not  be  appreciated  unless  we  un- 
derstand that  it  is  only  a  phase  of  two 
larger  issues:  the  issue  of  Asiatic  im- 
migration, from  whatever  source,  into 
the  United  States;  and  the  even  larger 
issue  of  colored  unmigration  into  lands 
of  white  settlement  throughout  the 
world.  For  the  last  half-century  the 
relations  of  the  white  and  non-white 
races  have  been  growing  both  closer 
and  more  critical,  until  today  they 
constitute  unquestionably  the  gravest 
problem  which  confronts  the  world. 

These  relations  are  the  logical  out- 
come of  the  past  four  centuries  of 
world  history.  During  the  last  four 
himdred  years  the  whites  have  spread 
broadcast  over  the  globe,  occupying  its 
empty  regions,  like  America  and  Aus- 
tralia, and  bmlding  up  a  civilization 
characterized  preeminently  by  high 
standards  of  living.  Down  to  the  last 
few  decades  of  this  long  period  the 
non-white  races  were  practically  pas- 
sive, staying  in  their  ancestral  homes 
and  filling  those  regions  with  dense 
populations  characterized  by  low 
standards  of  living.    But  of  late  years 

^Author  of:  The  French  Revolution  in  San 
Domingo  (1914),  PresentrDay  Europe— lie  Nor 
tional  States  of  Mind  (1917).  The  Stakes  of  the  War 
(1918),  Earper's  Pictorial  Library  of  the  World 
War  (vol.  6,  The  World  ai  War),  (1919),  The 
Rising  Tide  cf  Color  against  WkUe  Worldr 
Supremacy  (1920.)— The  Eduob. 


the  non-white  races  have  begun  to  stir. 
They  hear  about  rich,  thinly-peopled 
white  men's  lands.  They  learn  the 
ease  of  ocean  travel.  They  chafe  at 
their  pinched,  crowded  existence  and 
long  to  enter  those  newer  white  men's 
lands  whose  ampler  opportunities  ren- 
der them  a  veritable  earthly  paradise. 
They  begin  to  cross  the  white  world's 
frontiers.  But  the  white  inhabitants 
of  these  frontier  regions  at  once  take 
alarm.  Relatively  insignificant  in  num- 
bers, they  see  themselves  menaced  by 
countless  hordes  of  colored  men  threat- 
ening them  with  the  destruction  of 
their  living  standards,  with  numerical 
submersion,  with  social  sterilization, 
and  with  ultimate  racial  extinction. 
Naturally  the  whites  resolve  that  this 
shall  not  be.  They  resolve  that  the 
lands  won  by  their  pioneering  enter- 
prise shall  remain  their  possession  and 
the  heritage  of  their  children.  They 
erect  l^al  barriers  debarring  the 
colored  immigrants  from  their  soil. 
The  colored  man  is  thus  balked  in 
his  dearest  hopes.  He  strives  to  evade 
these  legal  barriers,  and  to  a  certain  ex- 
tent succeeds.  The  whites  are  still 
further  alarmed.  The  barriers  are  still 
further  strengthened.  The  colored 
pressure  against  them  grows  in  turn. 
Passions  become  more  and  more  in- 
flamed. Both  sides  invoke  the  ele- 
mental principle  of  self-preservation. 
Both  sides  threaten  to  make  good  their 


Digitized  by 


Google 


The  jAPANfiste  Question  in  California 


4S 


cause  by   the  ultimate   argument  of 
force — i.«.,  war. 

That,  in  brief,  is  the  situation  which 
has  developed  ^between  the  teeming 
populations  of  awakened^Asia  and  the 
frontier  pK>pulations  of  the  white 
world.  Its  most  acute  phase,  to  be 
sure,  is  today  seen  in  CaUf  omia,  and  it 
is  to  that  phase  that  this  paper  will  be 
chiefly  devoted.  The  reader  should 
remember,  however,  that  what  he 
learns  concerning  the  Japanese  in 
California  holds  good  for  all  types  of 
-  Asiatic  in  other  states  of  our  Union,  in 
Canada,  in  Australia,  in  South  Africa 
and  in  every  other  r^ion  of  white 
settlement  where  the  man  of  color  at- 
tempts to  penetrate.  It  is  a  true 
world-problem  which  confronts  us, 
and  it  must  be  considered  in  this 
broad  way. 

California,  however,  presents  the 
best  epitome  of  the  problem  of  colored 
immigration  into  white  territory.  It 
was  in  CaUfomia  that  Asiatic  im- 
migration was  first  clearly  recognized 
to  be  a  "problem,"  and  it  is  Cali- 
fornia which  has  been  the  special  goal 
of  all  three  of  the  Asiatic  migratory 
races — Chinese,  Japanese  and  Hindus. 
In  fact,  the  present  Japanese  immigra- 
tion is  a  secondary  phenomenon  in  the 
history  of  Asiatic  penetration  of  Cal- 
ifornia. Chinese  immigration  was  the 
filrst  phase,  and  the  Chinese  Exclusion 
Act  of  1892,  taken  in  conjunction  with 
the  "Asiatic  Barred  25one"  clause  of 
the  Immigration  Act  of  1917  by 
which  Hindu  immigration  was  likewise 
stqpped,  together  suggest  workable 
means  for  dealing  with  the  Japanese 
question. 

Chinese  immigration  into  California 
began  shortly  after  the  gold  rush  of 
1849.  In  the  year  1854  more  than 
thirteen  thousand  Chinese  arrived,  and 
so^l'great  was  the  influx  in  succeeding 
years  that  the  white  settlers  grew 
gravely  alarmed.    The  Chinese  worked 


so  hard  and  lived  so  cheaply  that  white 
labor  simply  could  not  compete  against 
them,  and  with  human  reservoirs  of 
over  400  million  to  draw  on  it  soon 
became  clear  that  the  Chinese  immi- 
gration threatened  to  swamp  Cali- 
fornia's small  white  population  and 
turn  our  Pacific  Coast  into  a  yellow 
man's  land.  Accordingly,  California 
began  appealing  to  Washington  for 
exclusionist  legislation,  reenforcing  its 
arguments  by  a  popular  referendum 
held  in  1880,  which  showed  the  in- 
habitants of  the  state  overwhelmingly 
in  favor  of  Chinese  exclusion.  Mean- 
while Congress  had  appointed  a  special 
commission  to  investigate  matters  on 
the  spot,  and  its  report,  together  with 
the  appeals  from  the  Coast,  finally 
convinced  Congress  that  the  Chinese 
influx  must  be  stopped.  Accordingly, 
a  series  of  measures  was  passed  cul- 
minating in  the  Geary  Act  of  1892. 
This  exclusionist  legislation  worked. 
The  Chinese  population  of  the  United 
States  is  today  only  about  one-half 
what  it  was  in  1890,  and  it  continues  to 
diminish  so  steadily  that  within  an- 
other generation  the  Chinese  element 
here  will  have  dwindled  to  the  vanish- 
ing point. 

This  Chinese  prologue  to'the  present 
Japanese  problem  bears  upon  that 
problem  not  only  as  illustrating  the 
efficacy  of  exclusion  legislation  but  also 
because  the  whole  question  of  the  legal 
status  of  Asiatics  in  the  United  States 
was  threshed  out  and  judicially 
settled.  The  foimders  of  our  Kepublic 
had  obviously  intended  America  to  be  a 
white  man's  country,  the  Naturaliza- 
tion Acts  of  180£  and  1804  stating  that 
only  "free  white  persons  "  were  capable 
of  naturalization.  After  the  Civil  War 
naturalization  was  thrown  open  to 
Africans,  but  the  Supreme  Court  held 
that  this  extension  was  restrictive  and 
did  not  apply  to  Asiatics,  who  were 
thus  incapable  of  becoming  citizens. 
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albeit  the  children  of  Asiatics  born  on 
American  soil  were  eligible.  Further- 
more the  broad  principles  underlying 
the  questions  of  immigration  and 
naturalization  were  clearly  defined. 
It  has  always  been  the  contention  of 
most  international  jurists  that  a  sover- 
eign state  is  the  sole  judge  as  to  whom 
it  shall  admit  either  to  entry  or  to 
citizenship,  such  prerogatives  being  an 
inherent  part  of  its  sovereignty  and 
necessary  to  its  self-defense.  These 
contentions  have  been  upheld  by  our 
Supreme   Court. 

These  decisions  are  of  fimdamental 
importance.  They  prove  that  our  ac- 
tion towards  Asiatic  inmiigration,  set- 
tlement and  citizenship  can  be  con- 
sidered purely  as  matters  of  policy, 
undisturbed  by  questions  of  legal  right 
or  obligation.  Asiatics,  particularly 
Japanese,  are  contiaually  asserting  that 
we  have  no  "right"  to  discriminate  be- 
tween Asiatics  and  Eiu*opeans  as  re- 
gards either  immigration  or  citizen- 
ship. Such  contentions  are,  however, 
wholly  baseless.  On  the  contrary, 
both  national  and  international  law 
concur  in  giving  us  an  absolute  right  to 
determine  whom  we  shall  admit  to  our 
territory  and  our  franchise.  It  is  one 
of  the  bright  spots  of  the  present  situa- 
tion that  the  legal  bases  have  been  so 
thoroughly  established. 

Japanese  immigration  did  not  be- 
come noticeable  until  the  year  1900. 
In  that  year  over  twelve  thousand 
Japanese  entered  the  country.  At  this 
practically  unheralded  influx  Cali- 
fornia instantly  took  alarm.  The 
history  of  Chinese  immigration  had 
taught  Californians  the  almost  un- 
canny way  in  which  an  Asiatic  influx 
could  suddenly  increase  from  nothing 
to  portentous  proportions.  By  1905 
the  Japanese  in  California  had  become 
an  international  question  owing  to  the 
diplomatic  crisis  over  the  San  Fran- 


cisco school  segregation  episode.  This 
crisis,  together  with  the  rising  tide  of 
Japanese  immigrants  and  the  con- 
sequent alarm  of  the  Pacific  Coast, 
convinced  the  Federal  Grovernment 
that  quick  action  was  imperative.  The 
upshot  was  the  "Grentlemen's  Agree- 
ment" of  1907 — ^an  attempt  by  our 
government  to  stop  Japanese  imimigra^ 
tion  without  wounding  Japanese  sus- 
ceptibilities. By  this  Agreement  the 
Japanese  Government  agreed  to  dis- 
continue the  granting  of  passports  to 
laborers. 

The  "Grentlemen's  Agreement" 
(which  still  governs  Japanese  immigra- 
tion to  the  United  States)  at  first 
seemed  to  meet  all  expectations.  In 
1907,  the  year  of  its  making,  over  thirty 
thousand  Japanese  entered  this  coun- 
try. In  1908,  the  number  of  Japanese 
immigrants  was  only  eighteen  thou- 
sand, and  in  1909  it  fell  to  a  trifle  over 
three  thousand.  That,  however,  was 
the  low-water  mark.  During  the  past 
decade  Japanese  inunigration  has  been 
steadily  rising,  until  in  1919  the  num- 
ber admitted  was  over  sixteen  thou- 
sand. The  "Grentlemen's  Agreement" 
has,  in  fact,  satisfied  neither  the  in- 
habitants of  the  Pacific  Coast  nor  the 
experts  of  our  Bureau  of  Immigration. 
Our  Grovemment,  in  negotiating  the 
Agreement,  aimed  at  restricting  the 
influx  of  Japanese  to  a  point  similar  to 
that  already  attained  by  the  Chinese 
Exclusion  Act;  i.e.,  to  travellers, 
students,  teachers,  scientists  and  mer- 
chants engaged  in  international  trade. 
But,  by  the  terms  of  the  Agreement, 
Japan  limits  her  refusal  of  passports 
only  to  "laborers."  To  all  other 
classes  there  is  no  bar.  For  example, 
farmers  (as  contrasted  with  farm 
laborers)  do  no  fall  within  the  prohib- 
ited class;  and  it  is  precisely  these 
Japanese  farmers  who  have  been  so 
active  in  that  acquirement  of  agricul- 
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tural  land  which  has  so  alarmed  the 
Coast  and  has  led  to  California's 
restrictive  legislation. 

Not  merely  California;  but  adjacent 
western  states  have  sought  by  legisla- 
tive measures  to  stop  the  development 
of  Asiatic  agricultural  colonies  on  their 
soil.  In  1912,  for  example,  Arizona 
passed  such  legislation.  It  was,  how- 
ever, Qalifomia's  famous  Heney-Webb 
Land  Act  which  brought  on  a  diplomatic 
crisis  between  the  American  and  Japa- 
nese governments  more  acute  even  than 
that  of  190^ .  Japan  protested  strongly 
against  such  legislation,  but  the  Fed- 
eral Government  upheld  California  as 
being  within  her  legal  rights.  It  is 
interesting  to  observe  that  the  Cali- 
fomians  were  strengthened  in  their 
determination  by  the  influx  of  a  third 
type  of  Asiatic — ^the  Hindu.  The 
number  of  Hindus  actually  admitted 
was  small,  but  the  only  reason  was  the 
uncompromising  attitude  of  the  im- 
migration officers,  who  invoked  every 
legal  technicality  to  bar  them  out. 
These  intensely  objectionable  Asiatics 
were  desperately  anxious  to  get  in,  and 
they  were  but  the  pioneers  of  countless 
swarms  eager  to  come  to  America. 
Here  was  another  Asiatic  reservoir 
of  over  300  miUion  souls  threatr 
ening  to  deluge  the  Coast.  What 
wonder  that  the  Coast  became  more 
determined  than  ever  that  Asiatics  of 
whatever  breed  must  be  rigorously 
excluded  if  the  Coast  was  to  be  kept  a 
white  man's  country?  What  wonder 
that  anti-Japanese  sentiment  grew 
ever  stronger,  especially  when  it  be- 
came evident  that  the  "Gentlemen's 
Agreement"  failed  to  exclude  and  that 
the  Japanese  were  gaining,  both  by 
immigration  and  by  birth,  an  ever 
stronger  hold  on  the  land? 

It  was  the  latter  element — ^the 
American-bom  Japanese — ^which  was 
most  disquieting  to  CalLfornians.     The 


early  Japanese  influx,  like  the  still 
earher  Chinese  influx,  had  been  one  of 
male  laborers,  bringing  few  or  no 
women.  But  as  time  passed  the  Jap- 
anese, settling  on  the  land,  sent  for 
their  wives  or  contracted  marriages  by 
proxy  witt  girls  in  the  old  country,  the 
courtship  frequently  consisting  in  an 
exchange  of  photographs — ^whence  the 
term  "picture  brides."  These  women 
bore  their  husbands  many  children, 
who,  being  born  on  American  soil, 
were  American  citizens,  untouchable 
by  any  anti-Asiatic  legislation.  It 
was,  in  fact,  by  grants  to  these  children 
that  the  Japanese  were  mainly  able  to 
circumvent  the  Heney-Webb  Land 
Act  prohibiting  the  ownership  of  land 
by  aliens  ineligible  to  citizenship. 

The  renewed  anti-Asiatic  efforts  of 
the  Coast  first  showed  in  the  "Barred 
Zone  "  clause  of  the  Immigration  Act  of 
1917.  This  clause,  embodied  in  Section 
3  of  the  Act,  excludes  from  the  United 
States  natives  of  the  territories  in- 
cluded within  such  zone  not  belonging 
to  certain  specified  classes  such  as 
government  officials,  travellers  for 
curiosity  or  pleasure,  and  persons  of 
certain  specified  professional  occupa- 
tions. This  Barred  Zone  includes  the 
greater  part  of  Asia.  Japan  Ues  out- 
side of  it.  Nevertheless,  it  strikes  in- 
directly at  Japanese  immigration  by 
the  fact  that,  taken  in  conjunction  with 
the  Chinese  Exclusion  Act,  it  debars 
virtually  all  Asiatics  except  the  Japa- 
nese, who  are  still  covered  by  the  "Gen- 
tlemen's Agreement."  Thus  Japanese 
immigrants  have  become  exceptions  to 
our  Asiatic  exclusionist  nde.  The 
Hindus,  for  instance,  are  henceforth 
automatically  excluded.  Furthermore, 
the  experts  of  our  Immigration  Bureau 
heartily  endorse  the  Barred  Zone  idea 
and  recommend  that  it  be  extended  to 
cover  not  merely  the  whole  of  Asia  but 
all  of  the  rest  of  the  non-white  world. 
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In  his  1919  report  the  Commissioner- 
Greneral  states  that  the  Barred  Zone 
idea  offers  the  best  means  of  protecting 
ourselves  from  fresh  influxes  of  unas- 
similable  aliens. 

Meanwhile,  California  was  preparing 
to  deal  with  her  Japanese  problem  by 
fresh  state  legislation.  The  Heney- 
Webb  Land  Act  not  having  fulfilled 
expectations,  remedial  legislation  of  a 
very  drastic  nature  was  proposed  in  the 
spring  of  1919.  At  that  time  Secre- 
tary of  State  Lansing  cabled  the 
California  authorities  from  Versailles 
(the  Peace  Conference  being  then  in 
session)  that  any  anti-Japanese  legisla- 
tion might  seriously  compromise  the 
world-settlement.  Accordingly,  Cali- 
fornia deferred  action.  However,  Cali- 
fomians  intended  this  only  as  a  tempo- 
rary postponement  of  action  and 
deemed  it  an  absolute  necessity.  Fur- 
thermore, they  felt  that  federal  as  well 
as  state  action  was  imperative  if  the 
Japanese  problem  was  to  be  satisfactor- 
ily solved.  In  order  to  present  Cali- 
fornia's case  in  the  strongest  possible 
way.  Governor  Stephens  instructed  the 
State  Board  of  Control  to  make  a 
thorough  investigation  of  the  status  of 
Asiatics  in  California.  Accordingly, 
the  Board  drew  up  a  very  minute 
statistical  report  of  its  survey,  sub- 
mitting it  to  the  Governor  in  the 
spring  of  1920.  This  report  discusses 
the  status  of  Asiatics  in  California 
(Japanese,  Chinese  and  Hindus)  from 
every  important  angle.  Its  contents 
can  not  even  be  summarized  within  the 
limits  of  this  paper,  but  the  outstanding 
fact  is  that,  whereas  the  Chinese  and 
Hindus  are  rapidly  decreasing,  the 
Japanese  are  rapidly  increasing,  with  a 
phenomenally  high  birth-rate  and  re- 
markable economic  success,  especially 
in  the  acquisition  of  land  holdings. 

This  report  was  forwarded  to  the 
Secretary  of  State  together  with  an 
explanatory  covering-letter  by   Gov- 


ernor Stephens,  whose  strongly  worded 
recommendations  may  be  summed  up 
in  the  phrase:  "The  people  of  Cali- 
fornia are  determined  to  repress  a 
developing  Japanese  community  within 
our  midst."  Federal  aid  was  asked 
by  "an  exclusion  act  passed  by 
Congress"  which  should  "provide  for 
the  full  exclusion  of  all  Japanese,  saving 
certain  selected  classes."  Meanwhile 
California  herself  took  action  by 
formulating  drastic  legislation  aimed  at 
stopping  the  leaks  in  the  Heney-Webb 
Act  and  at  preventing  the  further  ac- 
quisition of  land  by  Japanese.  The 
new  measure  was  not  brought  up  in  the 
legislature  but  was  in  the  form  of  an 
initiative  measiu*e  to  be  submitted  to 
the  voters  on  Election  Day,  November 
2, 1920.  This  was  to  give  the  measure 
the  character  of  a  popular  referendum 
and  an  advertisement  to  the  whole 
country  of  California's  stand  on  the 
Asiatic  immigration  question.  The 
measiu^  passed  by  an  overwhelming 
majority. 

Before  its  passage  the  Federal 
Government,  stirred  by  the  popular 
feeling  on  the  Coast,  appointed  a 
Congressional  Committee  which  went 
out  to  the  Coast  and  conducted  a 
thorough  investigation.  The  Com- 
mittee has  not  yet  formally  reported  its 
findings,  but  several  of  its  members 
have  expressed  themselves  to  the  effect 
that  strict  regulation  of  Asiatic  im- 
migration is  a  necessity. 

Recalling  the  history  of  Chinese  ex- 
clusion, we  observe  a  remarkable  sim- 
ilarity between  the  stages  of  the  anti- 
Chinese  and  anti- Japanese  agitations. 
The  recent  referendum  of  19^  is  the 
counterpart  of  the  referendum  of  1880, 
while  the  two  Congressional  inves- 
tigations are  parallel  in  scope  and 
will  apparently  result  in  the  same 
conclusions. 

Everything  portends  the  speedy- 
stoppage    of    Japanese    immigration. 
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either  by  rigid  exclusionist  legislation 
or  by  an  ironclad  diplomatic  agreement 
vnth  Japan.  This  appears  to  be  the 
only  way  of  settling  a  chronic  problem 
which,  for  the  last  twenty  years  has 
kept  the  Coast  in  ferment,  has  poi- 
soned Japanese-American  relations  and 
contains  within  itself  the  seeds  of  war. 
A  settlement,  'at  once  prompt  and 
definite,  is  imperative.  Faltering  and 
half-measures  are  worse  than  useless. 


The  Coast  has  made  a  good  case.  It 
has  a  right  to  be  freed  from  the 
menace  of  Asiatic  pacific  penetration, 
from  whatever  quarter.  Since  Japan 
is  today  the  only  remaining  soiu*ce  of 
Asiatic  immigration,  measures  must  be 
taken  whose  effect  will  be  to  insure  that 
the  Japanese  element  in  the  United 
States  shall  become,  like  the  Chinese 
and  Hindu  elements,  a  stationary  or 
dwindling  one. 


The  Development  of  the  Anti- Japanese  Movement 

By  Robert  Newton  Lynch 

Vice-Pk^dent  and  Manager,  San  Francisco  Chamber  of  Commerce 


THE  question  of  Oriental  immigra- 
tion to  the  United  States  must 
now  be  squarely  faced  and  in  the  in- 
terest of  world  peace  an  earnest  at- 
tempt made  to  secure  solution.  Cali- 
fornia furnishes  the  facts  as  to  the 
present  conditions  of  this  problem  and 
California  owes  to  the  balance  of  the 
country  an  intelligent  grasp  of  the 
problems  involved  and  a  sympathetic 
and  humane  consideration  which  will 
help  guide  the  country  to  sane  and 
peaceful  solution. 

There  are  stubborn  facts  to  be  faced, 
some  of  these  are  unalterable  and 
others  do  not  admit  of  immediate 
change,  but  must  await  education  and 
be  submitted  to  time  and  experience. 
One  of  these  is  that  the  Japanese  do 
not  assimilate.  Another  is  that  the 
Japanese  are  not  eligible  to  citizenship. 
Individually  they  have  a  high  order  of 
eflBciency,  are  exceedingly  industrious, 
very  ambitious  and  quite  capable  of 
rising  immediately  above  the  status  of 
common  labor.  It  is  evident  that  the 
permanent  presence  of  a  large  body  of 
such  people  in  the  United  States, 
highly  concentrated  in  certain  favor- 
able localities,  backed  by  a  powerful 
and  proudly  sensitive  government, 
raises  a  practically  unsolvable  problem 


and  threatens  the  peace  of  two  other- 
wise friendly  powers.  This  is  the 
California  situation  in  a  nut-shell. 
The  issue  is  clouded  with  many  cir- 
cumstances and  has  aroused  much 
unnecessary  antagonism  and  hostility. 
Some  of  the  obvious  facts  have  been 
hotly  debated,  fears  have  been  exag- 
gerated, and  political  advantage  on 
both  sides  of  the  water  has  been  taken 
of  the  situation.  Individual  derelic- 
tions and  general  indictments  of  na- 
tional character  have  colored  the  dis- 
cussion and  influenced  action.  One 
would  covet  more  intelligent  analysis 
and  recognition  of  inevitable  facts  and 
situations. 

The  first  instalment  of  Japanese 
immigration  was  rather  welcomed  in 
California,  notwithstanding  the  fact 
that  California  had  passed  through 
a  definite  experience  with  the  Chinese 
leading  to  the  passage  of  exclusion 
laws.  The  Chinese  residents  in  the 
state,  after  rigid  exclusion  was  adopted, 
have  completely  turned  the  sentiment 
of  the  people  from  that  of  dislike  and 
hostility  to  that  of  respect  and  even 
admiration  for  •  their  character  and 
quaUties.  After  they  ceased  to  be  an 
economic  menace  they  rapidly  won  a 
place  for  themselves  and  ceased  ea- 
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tirely  to  be  a  problem.  This,  in  spite 
of  the  fact  that  the  number  of  Chinese 
in  California  in  the  seventies  was  much 
larger  than  the  present  Japanese  popu- 
lation. However,  a  small  but  definite 
group,  composed  largely  of  labor  lead- 
ers formed  in  an  Asiatic  Exclusion 
League,  have  always  been  on  the  alert 
against  an  inundation  of  Oriental 
labor.  Furthermore,  the  Chinese  agi- 
tation which  burned  so  fiercely  at  one 
period  resulted  in  a  p>oUtical  tradition 
which  has  always  been  unalterably 
opp>osed  to  any  influx  of  Asiatics. 

The  history  of  Japanese  immigration 
was  marked  first,  by  a  favorable  atti- 
tude due  to  the  prestige  of  their  coun- 
try, and  the  possession  of  the  very 
qualities  which  later  were  so  strongly 
urged  against  them..  The  sympathy 
of  the  United  States  was  largely  with 
Japan  in  its  war  with  Russia,  and  the 
few  Japanese  in  California  at  that 
period  received  the  benefit  of  that 
sympathy.  Any  hostiUty  was  strictly 
confined  to  the  aforesaid  Asiatic  Ex- 
clusion group.  The  first  outbreak  of 
popular  antagonism  was  in  the  school 
controversy  in  San  Francisco,  due  to 
the  segregation  of  Orientals  in  separate 
schools.  The  Chinese  welcomed  such 
separation,  but  the  Japanese  resented 
what  seemed  to  them  a  discrimination. 
The  matter  was  of  course  complicated 
by  the  presence  of  older  and  even  adult 
Japanese  seeking  to  attend  school  with 
smaller  white  children.  This  incident 
was  the  first  appreciation  of  the  radical 
differences  of  viewpoint  of  Japanese 
and  Chinese,  which  has  gradually 
gained  for  the  Chinese  a  kindly  feeling 
and  for  the  Japanese  the  hostihty  of 
California.  The  Chinese  are  tractable, 
patient,  self-eflFacing,  philosophical, 
self-respecting,  and  quite  content  to 
remain  as  servants  and  laborers.  Their 
intelligent  leaders  are  not  insulted  at 
the  results  of  inevitable  race  diflfer- 
pnces,  and  no  assimilation  is  required 


or  desired.  They  are  offended  at 
brutal  and  unjust  treatment,  and  have 
a  long  and  serious  indictment  over  the 
treatment  to  which  they  have  been 
subjected  by  federal  and  city  officials. 
On  the  other  hand,  the  Japanese  are 
sensitive  to  every  discrimination,  are 
ambitious  to  rise  immediately  above 
the  status  of  laborers;  are  aggressive 
for  recognition,  and  have  gained  an 
imenviable  reputation  for  their  disre- 
gard of  contractual  obligations. 

After  the  school  controversy,  suffi- 
cient attention  was  called  to  the  dan- 
gers of  a  considerable  development  of  a 
permanent  population,  that  the  so- 
called  "Gentlemen's  Agreement"  was 
entered  into,  which  was  intended  to 
prevent  further  Japanese  laborers  from 
coming  to  the  United  States.  This 
agreement  was  a  voluntary  determina- 
tion of  Japan,  on  its  honor,  not  to  issue 
passports  except  to  students,  mer- 
chants, travellers  and  others  not  of  the 
laboring  class.  This  agreement,  how- 
ever, permitted  wives,  families  and 
dependents  of  those  already  in  the 
United  States  to  come  lawfully  into 
the  country.  Naturally  with  no  sys- 
tem of  identification  of  Japanese  in  the 
United  States  the  chances  of  individ- 
uals being  smuggled  over  the  border  or 
otherwise  coming  into  the  country 
without  the  official  knowledge  of  the 
Japanese  Government  was  great.  But 
even  if  the  number  thus  coming  in 
would  be  comparatively  insignificant 
the  "Gentlemen's  Agreement"  strictly- 
adhered  to  could  not  prevent  a  very 
large  addition  to  the  Japanese  popula- 
tion and  the  number  has  doubled  in 
the  last  decade. 

The  second  stage  of  Japanese  hostil- 
ity arose  over  the  land  question.  Japa- 
nese labor  was  very  efficient  in  the 
small  fruits,  and  at  certain  seasons 
was  the  only  available  source  of  labor. 
The  Japanese  were  highly  organized 
and  pushed  every  advantage  to  the 
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full  in  acquiring  leases  and  ownership 
of  lands,  and  it  became  evident  that  in 
one  or  two  highly  concentrated  com- 
munities they  had  driven  out  the 
whites.  This  situation  led  to  the  pas- 
sage of  the  Anti-Alien  Land  Law  of 
1913  which  prohibited  ownership  of 
land  by  those  ineligible  to  citizenship 
and  limited  the  leasing  privilege  to 
three  years.  At  the  time  this  was 
supposed  to  be  a  solution  of  the  prob- 
lem, although  the  act  itself  was 
greatly  resented  by  Japan  and  led  to 
disturbances  of  the  traditional  friendly 
relation  between  the  two  countries. 

There  was  naturally  some  reaction 
after  the  passage  of  the  1913  law,  and 
which  was  supported  by  laboring  and 
farming  groups,  but  which  did  not 
reflect  any  popular  attitude  toward  the 
Japanese,  further  than  the  growing 
attitude  of  dislike  toward  the  Japa- 
nese methods  and  aggressiveness  and 
the  corresponding  growth  of  kindly 
feeling  toward  the  Chinese.  The  hold- 
ing of  the  Panama  Pacific  Exposition 
in  1915,  where  Japan  made  such  splen- 
did exhibits  and  which  brought  many 
of  her  leading  business  men  and  states- 
men to  California,  was  a  distinct 
move  in  the  other  direction  which,  fol- 
lowed by  the  entrance  of  Japan  as  one 
of  the  allies  in  the  Great  War,  her 
staunch  rejection  of  German  sympathy, 
and  her  great  service  in  policing  the 
waters  of  the  Pacific,  even  protecting 
the  Pacific  Coast,  raised  the  Japanese  in 
popular  esteem  and  confidence  on  the 
Pacific  Coast.  Nevertheless  the  Cali- 
fornia problem  only  awaited  its  day  of 
reckoning. 

The  whole  matter  came  to  a  head  in 
the  early  part  of  1919  when  Japan's 
military  operations  in  Siberia,  the  re- 
pressive military  policy  she  adopted  in 
Korea  and  the  exclusive  conunercial 
policy  she  followed  in  China,  and  her 
Shantung  situation  brought  Japan  into 
world-wide    suspicion    and    criticism. 


This  had  an  immediate  reaction  in 
California  and  centered  attention  on 
the  rapid  development  of  Japanese  in 
the  state,  despite  the  "Gentlemen's 
Agreement,"  and  the  fact  that  the 
Anti-Alien  Land  Law  Bill  of  1913  was 
ineffective  as  the  Japanese  had  been 
rapidly  importing  picture  brides  and 
raising  American-bom  families  in 
whose  individual  names  property  could 
be  vested  freely  or  as  members  of  cor- 
porations, legally  entitled  to  acquire 
agricultural  land.  The  approaching 
election  and  the  rising  tide  of  popular 
sentiment  brought  the  whole  question 
into  political  discussion.  Impatient  of 
l^slative  action  which  could  not  be 
taken  until  the  session  of  1921,  an  ini- 
tiative measure  was  prepared,  strength- 
ening the  Anti-Alien  Land  Law  Bill 
of  1913,  which  provides  for  guardian- 
ship of  the  agricultural  property  of 
children  bom  of  parents  ineligible  to 
citizenship  by  the  public  administrator, 
or  some  other  person  chosen  by  the 
court,  denying  this  guardianship  right 
to  the  natural  parent.  It  also  provides 
for  such  guardianship  over  a  minor 
owning  stock. in  a  corporation,  whose 
charter  entitles  it  to  own  land.  The 
measure  also  abrogates  the  right  of 
leasing  which  was  granted  under  the 
Anti-Alien  Land  Law  Bill  of -1913. 

The  proponents  of  this  initiative 
understood  that  the  State  Law  could 
only  deal  with  ownership  of  land,  and 
had  no  power  to  deal  with  immigration. 
It  was  conceded  that  the  only  real 
solution  woiJd  be  the  absolute  restric- 
tion of  inunigration,  but  an  irrecon- 
cilable group,  impatient  and  critical  of 
the  fact  that  the  State  Department  had 
temporized  with  the  situation  and 
believing  that  Japan  is  treacherous 
to  agreements,  looked  to  a  solution 
through  the  passage  of  rigid  exclusion 
laws  by  Congress  and  an  amendment 
to  the  Constitution  of  the  United  States 
denying  citizenship  to  American-bom 
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children  of  aliens  themselves  ineligible 
to  such  privileges. 

The  San  Francisco  Chamber  of  Com- 
merce has  had  a  committee  on  Japa- 
nese-American Relations  which  has 
studied  aspects  of  this  question  over  a 
period  of  years  and  has  maintained 
contact^  with  a  similar  committee  in 
Japan  headed  by  Viscount  Shibusawa. 

These  two  committees  have  frankly 
discussed  the  whole  question  and  with- 
out reserve  have  faced  the  facts  and 
problems  involved. 

The  Chamber  of  Commerce  opposed 
the  initiative  measure  recently  passed 
on  the  ground  that  it  was  ineffective 
even  for  the  purpose  of  prohibiting 
ownership  of  land  and  aroused  un- 
necessary antagonism  and  prejudice  on 
a  subject  which  involved  international 
relations  of  a  critical  and  delicate 
character.  Leading  business  men  of 
San  Francisco  have  studied  the  prob- 
lems of  Japan  and  have  taken  a 
sympathetic  view  of  the  grave  difficul- 
ties which  their  responsible  business 
men  and  statesmen  have  to  face.  The 
Japanese-American  Relations  Com- 
mittee believes  that  there  is  a  very 
great  problem  involved  in  the  Califor- 
nia situation  and  that  it  is  a  peril  to 
the  peace  of  both  countries  to  have 
developed  under  present  conditions  a 
large  and  growing  population,  practi- 
cally imassimilable  and  ineligible  to 
citizenship.  The  proper  solution  of 
such  a  situation  is  an  arrangement  by 
friendly  means  through  diplomatic  ex- 
changes, an  agreement  by  treaty  or 
otherwise  which  will  effectively  restrict 
further  immigration.     When  such  ar- 


rangements have  been  made  the  way 
will  be  open  to  secure  just  and  even 
generous  treatment  for  Japanese  now 
lawfully  in  this  coimtiy,  and  inasmuch 
as  they  represent  but  two  per  cent  of 
the  present  population  of  California 
the  tendency  will  be  to  scatter  over  the 
country  and  even  with  the  natural 
increase  in  their  number  through  births 
they  will  become  a  negligible  factor 
and  cease  to  be  a  problem. 
.  After  all  the  California  situation, 
however  grave  and  perilous  its  im- 
mediate aspect  may  appear,  is  but  an 
incident  and  s3miptom  of  a  much  larger 
situation.  It  is  essential  to  the  future 
peace  of  the  world  that  the  Asiatics 
and  Occidentals  shall  come  to  a  better 
understanding  of  the  solidarity  of 
world  commerce  and  respect  the  other's 
institutions  and  problems  and  cooper- 
ate in  the  development  of  common 
and  commercial  moral  standards.  The 
United  States  has  a  peculiar  and  com- 
pelling obligation  to  the  peoples  of  the 
Orient,  one  of  helpfulness  and  sym- 
pathy. The  Japanese,  as  the  only- 
organized  and  economic  force  in  the 
Orient,  have  themselves  a  great  obliga- 
tion of  leadership.  They  also  have  a 
great  contribution  to  make  to  the  new 
world  civilization  which  hopeful  people, 
deriving  their  confidence  from  a  belief 
in  an  over-ruling  and  all-wise  Provi- 
dence, are  eagerly  anticipating.  Cali- 
fornia with  all  its  show  of  popular 
prejudice  has  yet  the  most  practical 
experience  with  Asiatics.  California 
must  sympathetically  interpret  the 
fact  and  problems  to  the  rest  of  the 
United  States. 
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The  Japanese  Land  Problem  of  California 

By  Elwood  Meiad^ 

Professor  of  Rural  Institutions,  University  of  California 


THE  most  keenly  contested  issue 
of  the  recent  election  in  Califor- 
nia was  over  the  action  which  should 
be  taken  on  the  initiative  amendment 
prohibiting  the  selling  or  leasing  of  land 
to  Japanese.  Compared  to  this,  inter- 
est as  to  who  was  to  be  president,  or 
whether  America  would  belong  to  the 
League  of  Nations  was  vague  and 
remote.  To  many  white  farmers  the 
vote  on  this  amendment  would  deter- 
mine whether  they  would  continue  to 
live  on  their  farms  or  have  to  sell  to 
an  Oriental.  The  vote  was  therefore 
large.  Public  opinion  was  thoroughly 
aroused,  and  the  majority  of  over  three 
to  one  for  the  amendment  showed 
clearly  the  trend  of  public  opinion. 

This  legislation  is  a  farmers'  move- 
ment. It  was  opposed  by  some  land- 
owners and  by  many  who  believe  in  the 
complete  exclusion  of  the  Japanese  but 
who  did  not  believe  that  this  was  the 
way  to  secure  national  action.  Organ- 
ized labor  was  divided  on  the  issue  as 
were  business  men  in  cities.  The  San 
Francisco  Chamber  of  Commerce  op- 
posed the  amendment  and  there  were 
placards  in  some  towns  advising  labor- 
ers and  business  men  to  vote  "no" 
since  its  adoption  woiJd,  as  they 
naively  put  it,  drive  the  Japs  into 
town  to  compete  with  the  townspeople. 

There  was  practically  no  division  of 
opinion  among  country  people  who 
have  to  compete  with  the  Japs.  They 
worked  and  voted  for  the  amendment. 
The  white  farm  laborer  does  not  like 
to  work  with  them  and  still  less  to 
work  for  them.  The  white  tenant 
farmer  knows  they  have  made  his  lot 
harder  by  forcing  him  to  pay  higher 
rent.    The  farmer  living  on  his  own 
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land  fears  their  invasion  of  his  section 
and  their  organized  campaigns  for 
exclusive  control  of  land  and  the  mar- 
keting of  products. 

For  this  action,  and  the  feeling  that 
lies  back  of  it,  the  Japanese  are  re- 
sponsible. The  California  farmer  is 
easy-going  and  optimistic,  not  inclined 
to  plan  for  the  future.  If  during  the 
last  ten  years  the  Japanese  had  gone 
into  the  farming  districts  as  individuals 
and  mingled  with  white  farmers  as 
individuals,  there  would  today  be  no 
more  prejudice  against  them  as  a  race 
than  there  is  against  Swedes  or  Italians, 
which  is  none  at  all.  The  statement 
that  they  have  not  done  so,  but  have 
sought  to  establish  themselves  as 
racial  communities,  is  not  made  in  the 
way  of  criticism  but  to  help  explain 
why  Japanese  land  ownership  is  ob- 
jected to. 

In  Placer  County,  for  example, 
15,000  out  of  19,000 ^irrigated  acres  are 
leased  or  owned  by  Japanese.  The  fine 
homes  of  the  former  white  tenants  are 
empty.  They  shelter  rats  and  owls. 
So  far  as  white  people  are  concerned 
the  towns  are  socially  dead.  The 
irrigated  part  of  Placer  County  is 
practically  a  Uttle  Japan.  The  people 
from  Nippon  dominate  its  life.  Con- 
trolling the  land,  they  can  perpetuate 
the  ideas,  habits,  religion  and  loyalities 
of  the  mother  country  and  do  this 
indefinitely. 

If  the  Italians  owned  80  per  cent  of 
the  tomato  crop  of  the  Sacramento 
District  and  79  per  cent  of  the  Turlock 
District,  and  exercised  a  similar  control 
over  many  other  important  fruit  and 
vegetable  products,  they  would  be 
regarded  with  the  same  apprehension 
as  are  the  Japanese.    The  good  stand- 


Digitized  by 


Google 


5i 


The  Annals  of  the  American  Academy 


ing  of  the  one  and  the  unpopularity  of 
the  other  is  due  quite  largely  to  the 
fact  that  the  first  mingles  with  Ameri- 
cans and  makes  himself  a  part  of  the 
American  life  of  California.  The  other 
seeks  to  create  and  is  creating  a  racial 
life  of  his  own. 

Last  February,  I  attended  a  meeting 
of  farmers  called  to  discuss  a  resolution 
pledging  landowners  in  that  locality 
to  refuse  to  lease  land  to  Japanese. 
There  was  a  considerable  sprinkling  of 
business  men  from  the  nearest  town 
and  most  of  the  landowners  were 
present.  Japanese  settlement  in  this 
area,  which  is  a  part  of  a  melon-grow- 
ing district,  dated  back  only  three 
years.  In  that  time  Japanese  settle- 
ment had  grown  so  rapidly  that  the 
previous  year  over  60  per  cent  of  the 
melon  crop  had  been  grown  by  this 
race.  Over  60  per  cent  of  the  melon 
shipments  were  handled  by  a  commis- 
sion firm  with  whom  the  Japanese 
did  business.  A  similar  growth  for 
another  two  seasons  would  mean  that 
the  melon  business  would  be  to  the 
white  grower  only  a  memory.  The 
white  farmers  met  to  consider  whether 
they  would  abdicate  and  move  out  or 
take  steps  to  end  this  invasion. 

When  the  meeting  opened  the  dis- 
cussion was  entirely  in  favor  of  the 
Japanese.  The  first  speaker  announced 
he  was  there  to  "  declare  himself."  He 
said  he  was  renting  land  to  the  Japa- 
nese as  a  business  proposition  and  he 
intended  to  continue  to  do  so;  that 
before  the  Japs  came  he  was  glad  to 
get  $15  an  acre  cash  rent,  now  he 
was  getting  $40  an  acre,  and  he 
owed  the  increase  to  the  Japs.  He 
further  stated  that  before  brown  men 
came  into  the  neighborhood,  land  was 
selling  for  $100  an  acre.  They  had 
oflfered  him  $250  an  acre,  and  he 
proposed  to  deal  where  he  could  make 
the  most  money.  The  land  was  his 
own.    Now  was  his  time  to  make  hay 


and  so  far  as  he  was  concerned  the 
Japanese  were  the  haymakers.  It  was 
not  his  business  to  sacrifice  money  to 
keep  Califomia  white. 

Other  landowners  made  similar 
declarations  and  it  looked  as  though 
Japanese  leasers  would  dominate  the 
discussion.  A  change  came  when  an 
elderly  farmer  rose  and  said: 

I  came  to  this  district  twenty  years  ago. 
I  live  on  the  farm  that  I  bought  then  and 
where  my  six  children  were  bom.  They 
go  to  the  country  school.  Three  years  ago 
all  their  playmates  were  white  children. 
Now  all  the  children  in  that  school  except 
mine  and  those  of  one  other  farmer  are 
Japanese.  My  white  neighbors  who  have 
sold  or  leased  their  land  to  Japanese  have 
gone  to  towns.  They  don't  come  in  con- 
tact with  these  aliens.  They  simply  take 
their  money.  I  live  among  them,  but  am 
not  one  of  them.  I  am  living  there  without 
neighbors.  Last  week  a  Japanese  family 
moved  into  a  house  across  the  road  in 
front  of  my  home.  That  means  more 
Japanese  children  in  the  school.  It  means 
that  my  isolation  from  people  of  my  own 
race  b  more  complete  and  I  too  am  here  to 
**declare  myself.*' 

My  farm  b  for  sale.  It  is  for  sale  to  the 
first  Japanese  who  will  buy  it.  No  white 
man  will  buy  for  none  will  go  into  a  Japa- 
nese neighborhood.  When  I  sell,  my  white 
neighbor  will  leave  and  it  then  becomes 
a  Japanese  conununity.  When  that  hap- 
pens the  trade  of  that  commimity  will  go 
into  new  channeb.  I  have  always  traded 
at  the  white  man's  store,  put  my  money  in 
the  white  man's  bank,  but  the  Japanese  will 
do  neither.  They  trade  with  their  own 
race. 

The  farmer  was  followed  by  a  mem- 
ber of  a  commission  firm  that  handled 
the  melons  of  Japanese  growers.*  He 
stated  at  the  outset  that  if  he  was  to 
consider  his  own  financial  interests  he 
would  remain  silent,  but  he  had  decided 
it  was  his  duty  to  give  his  views  on  the 
Japanese  land  problem.  As  his  firm 
handled  Japanese  melons  he  obtained 
for  them  the  money  to  finance  growing 
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and  he  knew,  from  being  their  banker, 
how  in  the  short  space  of  three  years 
they  had  extended  their  control  of 
melon  production.  He  stated  that 
with  these  people  cooperation  is  an 
instinct,  that  the  cooperation  in  that 
section  was  a  continuation  of  their  clan 
relation  in  Japan.  These  cooperative 
units  usually  had  about  twenty  mem- 
bers. When  one  was  in  trouble  the 
others  helped  him  out,  and  it  was 
a  definite  practice  for  those  who  had 
money  to  finance  others  and  thus  lift 
them  out  of  the  wage-earning  into  the 
employing  class.  He  gave  a  score  of 
instances  where  this  financial  help  had 
been  extended  during  the  past  season. 
He  said  that  the  Japanese  had  now 
secured  a  large  enough  share  of  the 
business  to  handle  the  selling  of  their 
melons  in  the  future,  that  it  was 
comparatively  easy  for  them  to  make 
financial  arrangements  with  commis- 
sion houses  in  the  east,  and  having 
done  this  they  would  be  able  to  carry 
on  as  Japanese  concerns. 

His  statement  brought  a  complete 
change  of  sentiment  in  the  meeting. 
Even  the  most  defiant  landowner 
realized  that  when  the  farms  of  that 
section  were  all  under  Japanese  control 
through  ownership  or  lease,  they  would 
be  able  to  fix  rents  and  land  prices 
because  white  people  will  not  go  into 
sections  dominated  by  Japanese.  They 
saw  that  high  rents  were  a  temporary 
expedient  to  be  paid  long  enough  only 
to  fix  the  status  of  the  neighborhood 
as  Oriental.  Once  this  was  done, 
there  would  be  no  further  need  for  high 
rents  or  high  prices.  The  resolution 
was  signed  by  every  landotvner. 

Previous  to  the  movement  for  legis- 
lation, meetings  like  this  were  held  all 
over  California.  It  became  evident 
that  the  voluntary  action  of  isolated 
communities  was  not  sufficient,  that 
there  were  too  many  places  where  land- 
owners were  being  tempted  by  money 


profits  to  ignore  ultimate  results  and 
were  creating  a  situation  fraught  with 
immensurable  difficulty  in  the  future. 

The  report  of  the  Oriental  problem 
by  the  State  Board  of  Control  shows 
that  out  of  3,893,500  acres  irrigated, 
the  Orientals  control  623,753  acres,  or 
about  one-sixth  and  the  Japanese 
alone  control  458,056  acres,  or  about 
16  per  cent.  This  control  has  practi- 
cally all  been  secured  in  the  last  ten 
years.  The  increase  in  acreage  has 
been  412.9  per  cent  and  the  market 
value  of  the  crops  produced  by  Japa- 
nese has  increased  over  tenfold,  much 
of  the  work  being  done  by  hired  white 
labor.  With  certain  products  like 
small  fruits,  they  now  have  such  a 
monopoly  that  they  are  able  to  dictate 
prices  and  control  local  markets. 

San  Joaquin  County  is  one  of  the 
largest  agricultural  counties  in  the 
state.  More  than  half  of  the  irrigated 
land  is  controlled  by  the  Japanese. 
Sacramento  County  has  the  state 
capital.  It  ought  to  be  a  permanent 
center  of  white  civilization,  but  more 
than  half  of  the  irrigated  land  in  that 
county  is  farmed  and  controlled  by  the 
Japanese,  either  as  owners  or  lessees. 
The  growth  of  their  gardens  and  or- 
chards in  Sonoma,  Santa  Clara,  and 
Solano  counties  is  being  watched  by 
white  farmers  with  ever  increasing 
apprehension. 

Japanese  Evade  and  Ignore  Laws 
AND  Public  Opinion 

What  makes  this  growth  more 
ominous  is  the  fact  that  it  has  occurred 
while  the  "Gentlemen's  Agreement" 
was  supposed  to  exclude  laborers.  It 
confers  no  right  to  own  agricultural 
land,  yet  in  ten  years  there  has  been 
over  100  per  cent  increase  in  num- 
bers and  more  than  half  of  these  new- 
comers have  flocked  to  the  country. 
Farm  purchases  could  only  be  made 
through  evasion  of  the  law  passed  in 
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191S.  The  Japanese  have  evaded  it 
by  every  device  which  the  best  lawyers 
could  invent.  Japanese  farmers  have 
come  to  California  knowing  they  were 
not  wanted.  They  have  bought  land 
knowing  it  was  contrary  to  the  spirit  of 
the  law  and  the  wishes  of  the  people  of 
California.  In  this  they  have  shown 
the  same  spirit  as  in  Korea  and  China. 
Yet,  when  these  evasions  became  so 
notorious  and  the  economic  struggle  so 
severe  that  white  farmers  sought  to  so 
amend  the  law  as  to  end  these  aggres- 
sions, the  Japanese  used  their  thirty- 
nine  associations  and  all  of  theii: 
influence  to  create  sympathy  for  a 
sensitive,  di£Eident  people  who  were 
only  seeking  to  contribute  to  this 
nation's  wealth. 

Nothing  could  be  more  misleading. 
The  Japanese  are  crowding  in  here 
because  rural  CaUfomia  is  a  paradise 
compared  to  the  hard  conditions  of 
agriculture  in  their  own  country.  No 
one  can  blame  them  for  trying  to 
possess  the  land  and  the  agriculture  of 
this  state,  nor  ought  we  to  think  it 
strange  that  the  Japanese  government 
should  back  them  up  in  this  endeavor 
by  every  device  of  its  adroit,  if  some- 
what devious,  diplomacy. 

The  danger  is  that  America  will  not 
understand  what  is  taking  place  or 
realize  the  disaster  which  this  migra- 
tion is  certain  to  bring  if  the  movement 
is  not  stamped  out  at  once.  There  is 
danger  that  this  nation  will  be  misled 
by  catch  phrases  like  "Race  Equal- 
ity," "Uplifting  Asia"  and  "Personal 
Liberty." 

In  order  to  compete  with  the  Jap- 
anese, the  American  farmer,  who  has 
to  make  his  way  by  labor,  must  sacri- 
fice rest,  recreation  and  the  giving  of 
time  to  civic  interests  or  the  develop- 
ment of  the  higher  life  of  a  community. 
He  must  change  his  ideas  of  what  is 
desirable  in  life  and  surrender  inherited 
habits.    Only  by  devoting  all  of  the 


energy  of  himself,  his  wife  and  children 
to  the  hard  task  of  making  a  living* 
can  he  pay  the  rents  and  do  the  other 
things  necessary  to  withstand  the  rural 
competition  of  the  Japanese.  The 
thing  which  America  ought  to  recog- 
nize is  that  requiring  him  to  do  this  is 
not  an  advance  but  a  backward  step 
in  our  progress  and  it  will  not  be  made. 
The  American  subjected  to  this  com- 
petition will  go  into  the  cities  or  to 
other  countries  and  the  Japanese  will 
continue  to  displace  him  as  he  has  been 
displacing  him  during  the  last  ten 
years. 

These  statements  are  made  with  no 
personal  dislike  for  the  Japanese,  nor 
have  I  met  with  any  evidence  of  a 
personal  hatred  toward  them.  On  the 
contrary,  the  people  of  Califomia  have 
a  high  regard  for  their  achievements, 
their  industry  and  their  surprising 
cleverness,  but  this  does  not  blind  the 
people  in  direct  contact  with  them  to 
what  is  going  on  or  to  the  social  and 
political  dangers  which  are  being 
created  by  this  rapid  absorption  of 
farming  land. 

The  land  problem  of  Califomia 
presents  a  new  issue  to  America.  The 
state  seeks  to  check  the  immigration 
of  people  who  come  here  for  their  racial 
and  individual  advantage,  who  seek  to 
create  little  Japans  with  schools, 
newspapers,  religion  and  language  of 
the  country  they  left.  They  bring  a 
civilization  many  centuries  old  which 
they  regard  as  superior  to  ours.  They 
retain  a  loyalty  to  their  own  coimtry, 
to  its  institutions  and  life,  which  pre- 
vents their  becoming  Americans  or 
being  assimilated  into  American  life. 
Ownership  of  land  enables  them  to 
secure  these  desired  ends  and  what  they 
have  accomplished  in  the  last  ten  years 
shows  that  unless  something  is  done 
to  check  this  progress,  they  will  become 
the  agricultural  owners  of  Califomia  in 
a  brief  time  as  history  runs.    It  is  not 
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a  question  of  which  is  the  superior  race 
or  which  has  the  better  culture.  The 
objection  to  the  Japanese  is  that  with 
their  coming  Anglo-Saxon  culture  came 


in  direct  conflict  with  a  Mongolian  one. 
They  can  not  live  side  by  side  and 
neither  will  give  way  to  the  other  with- 
out a  conflict. 
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A  Cbitigal  Examination  of  (1)  Report  of  the  California  State  Board  of 

Control;  (2)  Letter  by  Governor  Stephens  to  Secretary  Colby; 

(3)  Hearings  in  California  by  the  House  Committee  on 

Immigration  and  Naturalization 

By  Sidney  L.  Gulick,  D.D.^ 

Secretary,  National  Committee  for  Constructive  Lnmigratioa  Legislation,  New  York  City 


THE  Calif omia  State  Board  of  Con- 
trol at  the  request  of  Governor 
Stephens  made  a  special  investigation 
of  the  Japanese  in  California.  Its 
report  (of  2£5  pages)  was  issued  June 
19,  1920.  The  Grovemor  conveyed  it 
to  the  Secretary  of  State,  Honorable 
Bsunbridge  Colby,  with  a  covering 
letter  of  the  same  date.  This  letter 
forms  the  introduction  to  the  volume 
containing  the  report. 

The  House  Committee  on  Immigra- 
tion and  Naturalization  held  Hearings 
in  Calif  omia  on  the  Japanese  question, 
b^inning  in  San  Francisco  July  12, 
continuing  in  other  California  cities, 
and  concluding  in  the  state  of  Wash- 
ington. No  official  report  of  these 
Hearings  has  been  published.  They 
were,  however,  public  meetings.  Mr. 
R.  W.  Ryder  has  furnished  the  writer 
with  an  abstract  and  r6sum6  of  the 
proceedings  covering  104  pages,  parts 
of  the  testimony  being  given  verbatim. 

^Also  Secretary,  Commission  on  Relations 
with  the  Orient  of  Federal  Council  Churches  of 
Oirist  in  America  since  1914.  Author  of:  Evolu- 
turn  qf  Ihe  Japanese,  Social  and  Peyckic  (1903), 
TkeWkitePerilintheFarEaH(l905),TheAmen- 
ean-Japaneee  PrckiUm  (1914),  Working  Women 
of  Japan  (1915),  America  and  the  Orient  {\^IQ), 
AnMofpaneee  War-Scare  Storiee  (1917),  Ameri- 
eatf  Democracy  and  Adatio  CiHxenskip  (1918). — 
TheEmroB. 


The  report  of  the  Board  of  Control, 
the  Governor's  letter  and  the  Hearings 
played  a  significant  r61e  in  the  Califor- 
nia vote  on  the  referendum  Land  Law. 
They  will  long  be  regarded  as  authori- 
tative statements  of  the  situation.  An 
impartial  and  critical  examination  of 
their  real  character  and  value  is  desir- 
able. 

Some  Subprises 

^^The  Japanese  in  Los  Angeles 
are  well  housed  and  my  reports 
say  that  they  respond  quickly  to 
ordersf  or  suggestions  from  the 
authorities  as  to  improvements  or 
changes  in  their  houses.  Indeed, 
they  are  often  more  satisfactory  in 
this  regard  than  the  lower  class  of 
Americans." 

"One  very  noticeable  feature 
in  a  Japanese  labor  camp  where 
both  American  and  Japanese  labor- 
ers are  employed  is  that  the  quart- 
ers provided  for  Japanese  are  gen- 
erally better  than  those  provided 
for  tiie  Americans.  •  •  •  Our 
experience  with  Japanese  labor 
camp  operators  is  tiiat  they  will 
make  any  improvements  neces- 
sary." 

These  two  quotations  are  taken  from 
the  official  reports  to  the  Board  of  Con- 
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trol,  the  first  by  Mrs.  A.  S.  Calhoun, 
District  Representative  of  the  State 
Commission  on  Immigration  and  Hous- 
ing, and  the  second  by  Mr.  Edward  A. 
Brown,  Chief  Sanitary  Engineer,  of 
the  State  Commission  on  Immigration 
and  Housing. 

General  Character  of  the  Report 

The  foregoing  quotations  show  that 
the  report  seeks  to  be  perfectly  fair. 
Facts  favorable  to  the  Japanese  are 
found  in  many  sections  of  the  report. 

Governor  Stephen's  letter  of  instruc- 
tion to  the  State  Board  of  Control 
stated  that  the  pmpose  of  the  report 
was  not  merely  to  provide  the  Cali- 
fornia State  Legislature  with  "relia- 
ble information"  and  "authenticated 
facts,"  but  that  this  report  would  also 
be  presented  to  the  Congress  of  the 
United  States  with  a  view  to  securing 
from  Congress  the  remedial  legislation 
needed. 

'  The  State  Board  of  Control  in  sub- 
mitting its  report  stated  that  since  its 
"instructions  call  for  facts  only,  this 
Board  has  not  drawn  any  conclusions 
or  suggested  any  remedies." 

A  rather  careful  reading  of  the  re- 
port has  impressed  the  writer  of  this 
paper  with  the  fact  that  the  Board  has 
succeeded  remarkably  well  in  present- 
ing the  bare  objective  facts  and  in 
excluding  opinions,  assertions  and  ad- 
jectives showing  prejudice  or  ill-will. 
A  sharp  eye  can  indeed  detect  an 
occasional  slip,  a  bit  of  special  pleading 
and  an  eflfort  to  create  an  opinion,  but 
they  are  remarkably  rare  for  a  docu- 
ment prepared  in  California  during 
the  stress  of  a  heated  campaign,  with 
a  view  to  securing  l^islation  circum- 
scribing very  narrowly  the  privileges 
of  the  Japanese. 

The  Hiatus  between  the  Report 
AND  the  Governor's  Letter 

Probably  the  most  amazing  feature 


of  the  volume  is  the  non-sequitur 
between  the  facts  given  in  the  report 
and  the  argument  made  by  Governor 
Stephens. 

The  report  deals  with  questions  of 
population,  of  land  ownership  and 
leases,  the  financing  of  Japanese  en- 
terprises, the  fishing  industry,  labor, 
corporations,  "picture  brides,"  the 
"Gentlemen's  Agreement,"  smuggling, 
citizenship  and  schools.  Nowhere 
does  it  consider  such  other  impor- 
tant questions  as  the  Japanese  crime 
record,  alleged  prostitution,  gambling, 
illiteracy,  knowledge  of  English,  as- 
similabiUty,  Americanization  and 
intermarriage. 

The  Governor  devotes  less  than  a 
page  of  his  letter  to  the  material  pre- 
sented in  the  report.  He  brushes 
aside  the  economic  consideration  as 
comparatively  irrelevant,  and  focuses 
his  full  force  on  the  alleged  "non-as- 
similability  "  of  the  Japanese.  Accord- 
ing to  his  statement,  the  ground  of 
objection  to  the  Japanese  is  hardly  if 
at  all  due  to  their  economic  competi- 
tion, as  Senator  Phelan,  State  Senator 
Inman  and  others  have  insisted,  but  is 
due  absolutely  and  unqualifiedly  to 
race  difference. 

The  change  of  atmosphere  between 
the  cool  statement  of  fact  in  the  re- 
port and  the  impassioned  assertion  of 
race  feeling  in  the  letter  is  impres- 
sive. Indeed,  this  letter  is  so  different 
from  the  documents  and  papers  that 
we  are  accustomed  to  see  from  the 
hand  of  the  Governor,  that  one  is 
forced  to  wonder  whether  the  letter 
was  in  fact  written  by  him.  Was  it 
not  prepared  by  someone  in  his  staff 
— for  instance,  by  Mr.  Marshall  De 
Motte,  Chairman  of  the  State  Board 
of  Control,  or  Mr.  John  S.  Chambers, 
State  Controller  and  also  Chairman  of 
the  "Japanese  Exclusion  League  of 
California?" 
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The  Governor's  Chief  Contention 
Governor  Stephens,  in  a  gracious 
paragraph,  in^es  "full  recognition  of 
the  many  admirable  qualities  of  the 
Ji4>anese  people.  We  assume  no  ar- 
rogant superiority  of  race  or  ciJture 
over  them.  .  .  .  We  join  with  the 
entire  civilized  world  in  our  admir- 
ation of  the  tremendous  strides  which 
the  Japanese  nation  has  made  in  the 
last  two  generations,  unparalleled  as 
its  career  is  in  the  history  of  nations. " 
But  he  goes  on  to  say:  "This  prob- 
lem of  ours  is  not  an  insignificant  one. 
.  .  .  It  has  nothing  to  do  with  any 
pretensions  of  race  superiority,  but 
has  vitally  to  do  with  race  dissimi- 
larity and  unassimilability.  .  .  . 
The  people  of  Calif  omia  are  determined 
to  repress  a  developing  Japanese 
community  within  our  midst.  .  .  . 
This  determination  is  based  fundamen- 
tally on  the  ethnological  impossibility 
of  assimilating  the  Japanese  people. 
.  .  .  We  can  not  feel  cdntented 
at  our  children  imbibing  their  first 
rudiments  of  education  from  the  Ups 
of  the  public  school  teacher  in  class- 
rooms crowded  with  other  children 
of  a  different  race.  They  do  not  and 
will  not  associate  in  that  relationship 
prevalent  elsewhere  in  the  public 
schools  of  this  country.  We  recognize 
that  this  attitude  is  too  deep-seated 
to  remove.  And  we  recognize  that  with 
this  attitude  goes  the  necessity  of 
Japanese  isolation  and  that  inevitable 
feeling  which  socially  a  prescribed  race 
always  feels." 

Several  pages  are  devoted  to  reitera- 
tions of  this  theme.  The  language  is 
emphatic  and  the  position  well  defined, 
though  no  attempt  is  made  to  state 
just  what  assimilation  is.  He  implies 
that  it  could  take  place  only  by  inter- 
marriage, "blood  fusion"  which,  how- 
ever, is  "impossible."  He  closes  with 
the  affirmation  that  the  action  of  Cali- 
fornia is  "based  entirely  on  the  princi- 


ple of  self-preservation  and  the  ethno- 
logical impossibility  of  successfully 
assimilating  this  constantly  increasing 
flow  of  Oriental  blood. " 

The  Governor's  Program 

After  reviewing  the  recent  history 
of  California's  legislation  and  her 
delay  in  passing  a  law  in  1919,  due  to 
the  request  of  President  Wilson  because 
of  certain  international  relations,  Gov- 
ernor Stephens  refers  to  the  "initiative 
measure"  forbidding  to  Japanese  land 
ownership  and  the  leasing  of  land, 
which  land  law  he  says  "can  not  legally 
prevent  Japanese  control  of  our  soil 
nor  can  it  stop  further  immigration." 
These  are  matters  that  only  action  by 
the  Federal  Government  can  secure. 
He  therefore  appeals  to  the  Secretary 
of  State  "to  use  his  good  offices  with 
the  Empire  of  Japan  that  stricter  pro- 
visions be  immediately  agreed  upon, 
making  impossible  any  further  evasion 
or  violation  of  the  spirit  of  the  present 
arrangement. " 

He  also  says  that  "the  full  solution 
of  this  question  can  not  be  had  short 
of  an  exclusion  act  passed  by  Congress. 
It  is  my  purpose  ...  to  com- 
municate the  information  to  our  vari- 
ous Representatives  and  Senators  in 
Congress  that  they  may  then  be  equip- 
ped to  take  up  the  cause  of  California 
and  urge  the  passage  of  an  exclusion 
act  effectively  disposing  of  this  diffi- 
culty." The  Governor  defines  some- 
what in  detail  the  kind  of  law  which  in 
his  opinion  is  needed.  It  amounts 
virtually  to  the  appUcation  to  Japanese 
of  the  laws  which  we  now  have  for 
dealing  with  the  Chinese. 

In  view  of  these  statements  we  know 
what  to  expect.  Whatever  revamping 
of  the  "Gentlemen's  Agreement"  the 
Department  of  State  may  secure  from 
Japan,  the  policy  proposed  by  the 
Governor  is  to  enact  as  soon  as  possi- 
ble a  stringent  exclusion  act  to  take 
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its  place.  That  exclusion  act  may  be 
identical  with  the  Chinese  exclusion 
act,  or  it  may  be  the  adoption  of  the 
proposal  by  Senator  Phelan  to  include 
Japan  in  the  "geographical  zone" 
from  which  zone  by  the  present  law 
all  non-Caucasian  immigrants  are  ex- 
cluded. 

The  eflfect  on  Japan  of  either  plan 
can  be  forecast  without  particular 
diflSculty. 

The  Governor's  Fundamental 
Postulates 

The  fundamental  postulates  of  the 
Governor's  position  are  (1)  that  Jap- 
anese are  absolutely  unassimilable,  (2) 
that  the  Japanese  Government  has 
been  "violating"  the  "Gentlemen's 
Agreement"  and  (3)  that  if  his  propos- 
als for  the  rigid  stoppage  of  Japanese 
immigration  are  adopted  there  will  be 
no  increase  of  the  Japanese  population 
in  California  and  the  perennial  Ameri- 
can-Japanese problem  will  be  solved. 

What  light  do  the  Report  and  the 
Hearings  throw  on  these  assumptions? 
Are  they  well  founded.'* 

Are  Japanese  Non-Assimilable? 

The  report  does  not  discuss  the 
question.  This  would  seem  to  be  a 
serious  failure,  for  it  is  the  most  impor- 
tant issue  in  the  whole  problem.  What 
constitutes  assimilation  in  the  case  of 
Italians  for  insta  ce  or  Jews,  or  Poles 
and  Russians?  How  long  does  it  take? 
Do  foreigners  become  loyal  Americans 
only  by  intermarriage? 

If  Europeans  can  become  loyal 
Americans  by  education,  if  they  be- 
come enthusiastic  supporters  of  our 
ideas  and  ideals  of  life  and  democracy 
and  cooperate  with  us  in  making  our 
democracy  a  real  success,  then  may 
not  Japanese  do  likewise?  What  are 
the  facts?  This  is  a  matter  for  objec- 
tive investigation. 


Expert  Testimony 

"I  have  found  no  trouble  in  the 
mixing  of  Japanese  and  Americans  in 
the  various  social  functions  of  eight 
public  schools."  This  sworn  testi- 
mony was  made  to  the  House  Com- 
mittee on  Immigration  in  Stockton 
July  16,  1920,  by  Mrs.  J.  S.  Woodruff. 
Fortwo years  she  has  been  employed  by 
the  State  as  Americanization  teacher, 
working  mostly  among  the  Japanese. 
She  also  declared  "that  her  work  took 
her  into  the  Japanese  homes  and  that 
she  had  found  the  Japanese  to  be 
honest,  loyal,  industrious  and  public 
spirited.  .  .  .  She  believed  that 
there  could  be  full  social  and  intellec- 
tual assimilation  of  the  Japanese." 

"The  Japanese  children  are  bright, 
studious  and  easily  disciplined. 
.  .  .  I  know  of  no  trouble  on 
account  of  Japanese  and  Americans 
attending  the  same  schools.  .  .  . 
The  Japanese  high  school  students  are 
particularly  good  students."  This 
was  the  sworn  testimony  of  Mr.  John 
Anderson,  Superintendent  of  Schools 
for  San  Joaquin  County.  He  stated 
that  in  the  coimty  schools  there  were 
12,016  male  and  10,574  female  pupils, 
of  whom  616  and  453  respectively  were 
Orientals. 

Mr.  C.  B.  Hart  testified  under  oath 
that  "he  had  sold  goods  to  the  Ji^a- 
nese  to  the  extent  of  $200,000  per  year, 
and  had  found  them  to  be  trustworthy 
and  thoroughly  satisfactory  patrons. 
He  had  given  them  credit  and  his 
experience  with  them  had  been  decid- 
edly pleasant." 

Mr.  M.  Kumora,  a  Japanese,  testi- 
fied under  oath  that  "he  had  thirty 
Japanese  Boy  Scouts  under  his  direc- 
tion. ...  It  was  his  highest 
desire  to  become  a  good  and  useful 
American  citizen." 

Mr.  George  Shima,  the  so-called 
"Potato  King"  gave  sworn  testimony 
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to  the  effect  that  he  and  his  family 
had  long  been  members  of  the  Metho- 
dist Episcopal  Church  and  'Hhat  the 
one  thing  he  most  desired  was  to  be- 
come an  American  citizen."  In  re- 
sponse to  questions  he  stated  that  "he 
had  purchased  one  hundred  and  eighty 
thousand  dollars'  worth  of  Liberty 
Bonds,  had  given  liberally  to  the  Red 
Cross  and  other  war  charities  and  had 
recently  donated  the  sum  of  forty 
thousand  dollars  toward  a  fund  to 
erect  at  Stockton,  California,  a  me- 
morial to  those  sons  of  San  Joaquin 
County  who  gave  their  lives  in  the 
late  war." 

The  Hearings  of  the  House  Com- 
mittee on  Immigration  contains  a 
laj^  amount  of  testimony  of  the  kind 
quoted  above.  Of  course  it  also  con- 
tains the  customary  assertions  of 
absolute  non-assimilability,  by  such 
witnesses  as  Senator  Phelan,  Mr. 
McClatchy  and  others.  Quotations 
need  hardly  be  made  since  their  asser- 
tions have  been  given  wide  circulation. 
Manifestly  the  question  is  not  quite  so 
simple  and  the  opinions  are  not  quite 
so  unanimous  as  the  Governor's  letter 
assumes. 

The    Alleged    Violation    op    the 
"  Gentlemen's  Agreement  " 

The  report  devotes  ten  pages  to  its 
exceedingly  valuable  statement  in  re- 
gard to  the  "  Gentlemen's  Agreement." 
In  this  section  it  fails  somewhat  in 
maintaining  its  fine  attitude  of  cool 
and  clear  objectivity.  It  begins  in- 
deed by  exonerating  Japan  and  by 
saying  that  "the  real  ground  for  com- 
plaint" is  with  American  diplomacy 
that  made  the  agreement  and  with  the 
Bureau  of  Immigration,  in  failing  to 
see  that  it  is  faithfully  administered. 

The  report  (p.  163)  points  out  that 
the  right  "to  join  a  wife"  in  America 
as  provided  in  the  agreement  has  been 
misinterpreted   as  equivalent  to  the 


right  of  a  Japanese  wife  in  Japan  "to 
join  a  husband"  in  America.  This 
argument  is  unconvincing;  for  the 
first  printed  statement  of  that  agree- 
ment contains  the  words,  "so  that  the 
three  classes  of  laborers  entitled  to  re- 
ceive passports  became  known  as 
*former  residents,'  'parents,  wives  or 
children  of  residents,'  and  'settled 
agriculturalists.' " 

The  report  (p.  164)  brings  out  the 
fact  that  in  1915  (according  to  Pro- 
fessor Ichihashi)  there  were  20,000 
"farm  hands"  and  then  asks,  "How 
do  these  laborers  get  here?"  The  im- 
suspecting  reader  will  infer  that  they 
get  here  by  some  evasion  of  the  agree- 
ment, whereas  the  fact  is  that  they 
were  already  here  when  the  agreement 
went  into  operation. 

Statistics  are  presented  (p.  169) 
giving  the  "Excess  of  Immigrant 
Aliens  Admitted  over  Emigrant  Aliens 
Departed,  July  1,  1909  to  June  30, 
1919."  These  figures  show  that  the 
total  number  entering  Continental 
United  States  was  36,989,  of  whom 
^,708  or  64.1  per  cent  settled  in  Cali- 
fornia. A  reader  not  expert  in  immi- 
gration statistics  will  assume  that  in 
spite  of  the  agreement  a  very  consider- 
able immigration  to  California  has 
been  going  on.  A  full  statement  of  the 
statistics  does  not  warrant  the  assump- 
tion. 

The  expert  well  knows  that  the 
technical  distinction  between  "immi- 
grant" and  "non-immigrant,"  "emi- 
grant" and  "non-emigrant"  has  Uttle^ 
if  any  practical  value.  To  get  at  the 
real  situation  we  must  deal  with  all 
arrivals  and  all  departures.  When 
we  do  this  we  find  that  for  the  ten 
years  under  discussion  (July  1, 1909  to 
June  30,  1919)  the  total  excess  is 
10,968  instead  of  the  36,989  given  in 
the  table.  If  64.1  per  cent  settled  in 
California  (as  the  report  states)  the 
increase   of   Japanese   population   in 
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California  by  excess  of  arrivals  over 
departures  was  7,030  instead  of  23,708 
as  claimed  by  the  State  Board  of  Con- 
trol. 

This  error  in  the  calculations  of  the 
Califomia  State  Board  of  Control  is  so 
significant  that  the  difference  may  well 
be  given  in  tabular  form. 

Increase  of  Japanese  population  in 
Califomia  by  excess  of  '*  immigra- 
tion" over  "emigration" 23,708 

Actual  increase  by  excess  of  "all  ad- 
mittances" over  "all  departures"    7,030 


Over  calculation  of  increase  by  the 
Board :.  16,678 

These  16,678  are  regarded  as  still 
resident  in  Califomia  although  as  a 
matter  of  fact  they  have  left  the  coun- 
try. 

But  it  may  be  asked  if  even  this 
amount  (7,030)  of  inunigration  is  not 
evidence  of  violation  of  the  agreement. 
The  reply  is  to  be  found  by  analyzing 
what  kind  of  individuals  are  included 
in  this  figure  (7,030).  Analysis  of,  all 
arrivals  shows  that  during  the  ten 
years  covered  by  the  table  the  number 
of  Japanese  admitted  to  Continental 
United  States  as  "wives"  was  24,298 
and  as  "children"  10,417.  If  64.1  per 
cent  settled  in  Califomia  the  figures 
for  each  group  are  15,575  and  6,677 
respectively.  Their  sum  is  22,252.  If 
now  we  assume  that  all  the  "wives" 
and  "children"  who  entered  Califomia 
during  the  ten  years  have  remained 
there  (none  going  to  Washington, 
Oregon  or  to  any  other  state),  since  the 
'  total  increase  of  Japanese  population 
in  the  state  was  7,030,  we  shall  have  to 
assume  that  15,222  Japanese  who  were 
in  California  July  1,  1909  departed 
during  the  subsequent  ten  years. 

A  careful  study  of  the  facts,  there- 
fore, does  not  seem  to  substantiate  the 
Governor's  view  or  the  implication  of 
the  report  that  there  has  been  any 
serious  violation  of  the  agreement. 


The  Alleged  Admission  of  Labor- 
ers WITHOUT  Proper  Passports 

The  report  calls  attention  to  the 
admission  of  825  laborers  without 
proper  passports  and  to  585  other 
persons  who  had  passports  but  were 
"not  entitled"  to  them.  If  these  are 
indeed  the  facts,  then  the  Bureau  of 
Immigration  has  failed  to  do  its  duty. 
Such  failure  can  not  be  charged  to  the 
Japanese  Government.  Careful  exam- 
ination of  the  annual  reports  and  of 
the  usages  of  the  Bureau  of  Immigra- 
tion makes  it  clear  that  those  admitted 
"without  proper  passports"  are  ad- 
mitted under  bond  to  go  through 
America  to  the  countries  to  which 
tiieir  passports,  admit  them. 

Japanese  Population  in  California 

The  report  seeks  to  determine  the 
Japanese  population  of  Califomia.  It 
begins  with  the  Japanese  population 
according  to  the  United  States  Census 
of  1910.  It  then  adds  the  "immigrants" 
and  births,  and  subtracts  the  "emi- 
grants" and  deaths,  reaching  the  con- 
clusion that  the  Japanese  population 
in  Califomia  December  31,  1919  is 
87,279.  But  it  states  on  the  following 
page  (p.  27)  that  of  these,  5,000  chil- 
dren are  in  Japan  "for  the  purpose'of 
completing  their  education. " 

In  order  to  get  an  independent  esti- 
mate, the  Board  asked  the  Japanese 
Association  of  America  to  take  a  spe- 
cial census  of  its  own.  The  result 
(given  on  p.  165)  shows  that  there  were 
in  Califomia  78,628  Japanese,  of  whom 
15,539  are  stated  to  be  women  and 
18,191  to  be  children  (under  17  years 
of  age).  A  discrepancy  of  3,651  thus 
appears  between  the  Board's  estimate 
and  that  of  the  Japanese. 

If  the  Board's  figures  are  correct 
then  the  Japanese  population  in  Cali- 
fornia has  increased  by  "immigration" 
over  "emigration"  to  the  extent  of 
25,592;  and  if  this  is  the  case,  since  the 
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total  increase  for  the  whole  country  is 
calculated  by  the  Board  to  be  only 
14,719  (p.  30)  It  follows  tJiat  the 
Japanese  population  in  the  rest  of  the 
country  has  diminished  by  10,873. 

The  report  has,  however,  fallen  un- 
wittingly into  serious  confusion  and 
error.  To  the  figures  (p.  29)  of  the 
Census  of  1910  for  the  Japanese  popu- 
lation in  Continental  United  States 
(72,157),  excluding  Hawaii,  it  has  added 
the  "immigration"  into  the  whole  of 
the  United  States  (including  Hawaii) 
from  April  15,  1910  to  June  30,  1919 
and  to  this  it  then  adds  arrivals  in  San 
Francisco  only  for  six  months  more, 
giving  a  total  of  150,540  and  it  then 
subtracts  a  similarly  confused  sum  of 
"emigrants"  from  the  United  States  , 
(including  Hawaii)  and  from  San  Fran- 
cisco for  six  months,  which  is  given  as 
63,664.  This  figure,  however,  is  clearly 
erroneous,  the  total  "emigration"  for 
the  period  being  only  14,548.  It  con- 
cludes that  the  Japanese  population 
in  Continental  United  States  has  in- 
creased through  excess  of  "immigra- 
tion" over  "emigration"  by  14,719 
(p.  30).  This  confusion  causes  the 
result  to  have  no  meanitig  whatever. 

The  facts  are  these  for  United 
States  (including  Hawaii) : 

1.  Total  "immigration"  April  1, 

1910  to  Dec.  81, 1919 80,186 

Total  "emigration"  April.l,  1910 

to  Dec.  81,  1919 14,548 

Increase  by  excess  of  "immigra- 
tion" over  "emigration" 65,638 

2.  Total  Japanese  admitted  April 

1,  1910  to  Dec.  81,  1919 116,627 

Total  Departed  April  1,  1910  to 

Dec.  81,  1919 90,842 

Increase  by  excess  of  admittances .    g6,g85 

That  is  to  say,  when  we  deal  only 
with  "immigrants"  and  "emigrants" 
we  conclude  that  Japanese  in  America 
(including  Hawaii),  have  increased  by 
^,638^  wh^reft3  if  we  deal  with  all 


admitted  and  all  departed  we  find  that 
the  actual  increase  is  only  26,285. 
The  former  method,  which  is  the  one 
used  by  the  California  State  Board  of 
Control,  would  require  us  to  assume 
that  39,353  Japanese  are  still  in  the 
country  who  have  in  fact  departed. 

Instead  of  the  population  of  the  rest 
of  the  states  having  diminished  by 
10,873  as  the  Board  mfers  (p.  30),  the 
Japanese  population  in  those  states 
has  increased  by  14,408,  if  we  deal 
only  with  the  misleading  figures  of  "  im- 
migration" and  "emigration."  The 
Annual  Reports  of  the  Commissioner 
General  of  Immigration  do  not  permit 
us  to  estimate  accurately  the  Japanese 
population  in  each  state. 

It  is  open  to  question,  however, 
whether  even  the  Japanese  "Census" 
is  really  accurate.  We  do  not  know 
whether  that  census  was  an  actual 
count  or  consisted  largely  of  local  esti- 
mates. The  writer  calculates  the  Jap- 
anese population  in  California,  Decem- 
ber 31, 1919,  to  be  72,518.  This  figure 
is  secured  as  follows: 

Excess  of  Admittances  over  Departures 
from  Continental  United  States  April  1, 

1910-December  81,  1919 16,898i 

Proportion  who  went  to  California 

(64.1  per  cent) 10,881 

(see  State  Board  Report,  p.  169) 

Increase  by  Births  over  Deaths 20,881 

(see  State  Board  Report,  p.  25) 
Japanese  Population  in  California 

Census  1910 ^ 41,856 

Japanese  Population  in  California 

December  31.  1919 72,518 

If  it  be  true  that  5,000  of  the  Japa- 
nese children  have  returned  to  Japan 
for  study,  then  the  Japanese  population 
in  California  should  be  about  68,518, 

^This  figure  is  secured  by  adding  to  the  sum 
of  the  figures  given  in  the  Annual  Reports  of 
the  Commissioner  General  of  Immigration  for 
the  years  1911-1919  one-quarter  of  the  figure 
for  the  year  1910  plus  one-half  of  the  figure  for 
1919,  namely  15,966 -606+1,588. 
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which  is  10,110  less  than  the  Japanese 
estimate,  and  13,761  less  tiian  the 
estinuite  of  the  Board. 

The  Census  Bureau  reports  (Novem- 
ber 17,  1920)  the  Japanese  population 
in  California  to  be  70,196,  which  adds 
confusion  to  the  already  confused 
situation.  If  the  Census  of  1910,  the 
records  of  the  Bureau  of  Immigration 
as  to  arrivals  and  departures  of  alien 
Japanese  and  the  California  State 
Records  as  to  births  and  deaths  are 
correct,  and  if  the  ratio  of  those  who 
go  to  California  (64.1  per  cent)  is 
correctly  estimated  by  the  Board  and 
if  5,000  Japanese  children  have  been 
sent  back  to  Japan  for  study,  then 
the  Japanese  population  of  California 
ought  to  be  approximately  68,518. 

When  the  census  was  taken  in  Jan- 
uary, 1920,  charges  were  made  that 
Japanese  in  some  places  avoided  being 
recorded.  This  may  be  true.  The 
Census  of  1910  may  also  not  have  been 
correct.  Statistics  published  by  Jap- 
anese in  1912  claimed  a  Japanese 
population  in  California  of  54,980. 
The  birth  and  death  records  of  Japa- 
nese in  California  are  in  all  probability 
not  complete.  The  estimate  of  5,000 
children  returned  to  Japan  appears  to 
be  a  vague  guess  rather  than  an  esti- 
mate based  on  figures. 

The  net  result  of  this  investigation 
is  that  the  facts  are  far  from  clear.  We 
shall  probably  be  fairly  safe  if  we  re- 
gard the  Japanese  population  in  Cali- 
fornia as  somewhere  between  70,000 
and  80,000.  The  recent  census  figures 
are  so  important  that  they  are  added 
as  an  appendix. 

In  order  that  the  true  state  of  the 
case  in  regard  to  Japanese  population 
in  California  may  be  kept  clear,  it  is 
to  be  remembered  that  the  total  popu- 
lation of  the  state  has  increased  during 
the  last  census  period  by  1,048,987, 
while  that  of  the  Japanese  (accepting 
their  figures  as  more  reliable)  has  been 


37,472.  The  Japanese  increase,  there- 
fore, would  be  3.6  per  cent  of  the  entire 
increase.  The  population  of  the  state 
(January  1,  1920)  is  3,426,536  while 
the  Japanese  population  is  78,628  or 
2.3  per  cent. 

In  the  light  of  these  facts  the  talk 
of  the  *'Hawaiianization  of  California" 
is  not  very  impressive. 

The  Alleged  Extraow>inary  Jap- 
anese  Birth-Rate 

Governor  Stephens  states  that  "the 
fecundity  of  the  Japanese  race  far 
exceeds  thai  of  any  other  people  that 
we  have  in  our  midst."  Senator 
Phelan  testified  before  the  House 
Committee  on  Immigration  in  Septem- 
ber, 1919  that  every  Japanese  "picture 
bride"  has  a  child  within  a  year  after 
landing.  Mr.  McClatchy  testified 
before  the  Senate  Conmiittee  on  Immi- 
gration September  25,  1919,  that  "the 
birth-rate  among  the  Japanese  is  five 
times  as  great  per  thousand  as  among 
the  whites,"  and  "that  picture  brides 
usually  give  birth  once  a  year,  or  nearly 
once  a  year  to  children" — ^and  that 
this  is  one  of  the  ways  "  by  which  Japan 
deliberately  and  carefully  (sic)  vio- 
lates the  *  Gentlemen's  Agreement  M  " 
The  Los  Angeles  Times  well  set  forth 
the  popular  belief  and  anxiety  over 
the  situation  in  its  prophecy  that  **if 
the  present  birth-rates  were  main- 
tained for  the  next  ten  years  there 
would  be  150,000  children  of  Japanese 
descent  born  in  California  in  1929  and 
but  40,000  white  children.  And  in 
1949  the  majority  of  the  population  of 
California  would  be  Japanese,  ruling 
the  state. " 

Mr.  John  S.  Chambers,  Controller 
of  the  state  of  Califomia,  in  a  state- 
ment issued  by  him  October  29,  1920, 
as  Chairman  of  the  "Japanese  Exclu- 
sion League  of  Califomia"  says  that 
"the  Japanese  birth-rate  in  California 
is  three  times  that  of  the  whites,  al- 
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though  the  proportion  of  adult  females 
among  the  Js^anese  is  less  than  one- 
third  that  among  whites. "  (Just  what 
does  this  statement  mean?  Would  the 
Japanese  birth-rate  be  nine  times  that 
of  the  whites  if  the  number  of  adult 
females  were  equal?) 

The  Report  of  tie  State  Board  of 
Control  effectually  disposes  of  all 
these  hysterical  fables.  It  shows  that 
in  1910,  313,281  white  women  between 
15  and  45  years  of  age  had  30,893 
children,  which  is  a  fecundity  rate  of 
9.9  per  cent,  while  in  1919,  15,211 
Ji^anese  women  had  4,378  children, 
which  gives  a  rate  of  28.8  per  cent. 
This  would  show  that  the  Japanese 
birth-rate  is  2.9  times  that  of  the  whites. 
The  report  quite  fairly  calls  attention 
to  the  fact  that  if  Japanese  and  white 
women  of  the  same  "social,  economic 
and  intellectual  status"  were  com- 
pared, "the  disparity  would  undoubt- 
edly be  less  marked"  (p.  41).  It  also 
points  out  that  a  high  birth-rate  "is 
not  infrequently  true  of  a  new  people 
immigrating  to  a  new  land"  (p.  37). 
Since  the  Board  did  not  isolate  for 
study  the  Italian,  Mexican,  Armenian 
and  other  peoples  recently  entering 
California  in  considerable  numbers,  it 
is  hardly  scientific  for  it  to  say  that 
"the  Ji4)anese  birth-rate  is  far  in 
excess  of  that  of  all  other  nationaUties 
in  the  state. " 

In  the  state  of  Massachusetts  in 
1910  the  birth-rate  of  the  white  native 
stock  was  14.9  per  thousand  while 
that  of  the  foreign  bom  of  all 
nationalities  was  49.1.  The  Japanese 
birth-rate  on  the  basis  of  a  population 
of  78,628  would  be  55.6  per  thousand. 
The  birth-rate  of  Japanese  in  Japan 
has  varied  between  28.6  and  33.7  per 
thousand  during  the  years  1889  to  1913. 
J  The  Board's  figures,  however,  for 
the  fecundity  rate  of  white  women 
(9.9)  as  quoted  above  is  not  quite  fair 
to  the  Japanese,  for  that  rate  is  based 


on  a  birth  record  that  is  palpably 
defective.  The  California  State  Board 
of  Health  Report  for  1918  (p.  192) 
gives  the  birth-rate  per  thousand  for 
each  year  from  1906  to  1917.  That 
rate  rises  from  10.3  to  17.2.  The  in- 
ference to  be  drawn  from  this  is  that 
the  records  are  increasingly  perfect, 
rather  than  that  the  rate  has  actually 
increased.  In  1910  the  official  birth- 
rate was  13.4  per  thousand.  The  actual 
birth-rate  was  doubtless  higher.  To 
compare  a  defective  birth  record  for 
whites  with  an  almost  perfect  birth 
record  for  Japanese  of  course  makes 
the  difference  between  the  two  more 
marked  than  it  really  is. 

But  the  most  convincing  reply  to 
the  excited  fable  mongers  is  the  Report 
of  the  State  Board  of  Control  (pp.  147- 
155)  as  to  the  number  of  "picture 
brides"  admitted  in  1918  and  the 
number  of  their  children.  The  name 
of  each  bride,  of  the  steamer  on  which 
she  arrived,  of  her  husband  and  his 
address,  and  of  the  date  of  the  birth 
of  her  child  are  all  recorded.  The 
period  begins  January  4, 1918  and  ends 
February  29,  1920.  The  number  of 
"brides"  named  is  524;  the  number  of 
children  bom  in  those  two  years  and 
two  months  is  182.  That  is  to  say, 
only  34.8  per  cent  of  the  brides  became 
mothers  in  that  period.  How  many 
American  brides  would  become  moth- 
ers in  a  similar  length  of  time  after 
marriage? 

Japanese  Land  Ownership  in 
California 

This  has  for  years  been  one  of  the 
questions  most  heatedly  debated.  It 
has  been  repeatedly  charged  that  the 
Japanese  were  buying  up  the  best  lands 
in  the  state.  The  Governor  says  that 
"the  increase  in  acreage  control  within 
the  last  decade  has  been  412.9  per  cent" 
and  the  value  of  the  crops  "approxi- 
mately ten-fold. " 
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The  report  gives  statistics  of  land 
owned  and  leased  by  Japanese  in  each 
county  in  California  and  also  the  total 
acreage  of  irrigated  land.  It  shows 
that  Japanese  own  74,769  acres;  this 
is  six-tenths  of  one  per  cent  (.006)  of 
the  total  amount  of  cultivated  land 
(11,389,894  acres).  "Farm  lands" 
still  "unimproved"  remain  to  the 
extent  of  16,541,550  acres. 

Japanese  lease,  in  addition,  383,987 
acres  which  is  3.3  per  cent  of  the  culti- 
vated land  and  10  per  cent  of  the  irri- 
gated land. 

Attention  is  drawn  (p.  49)  to  the 
great  increase  in  eleven  years  in  the 
value  of  the  crops  raised  by  Japanese. 
The  increase  is  stated  to  be  from  $6,- 
235,856  to  $67,145,730,  an  increase  of 
976.8  per  cent.  This  is  somewhat  mis- 
leading because  no  indication  is  given 
of  the  corresponding  increase  of  the 
crops  raised  by  white  farmers.  The 
Census  of  1910,  however,  gives  the 
total  of  California's  crop  value  in  1909 
as  $153,111,013,  while  the  Board  Re- 
port gives  it  for  1919  as  $507,811,881, 
an  increase  therefore  of  331.6  per  cent. 

The  increase  in  the  value  of  the  crop 
raised  by  Japanese  is  not  correctly 
presented.  According  to  the  California 
Commissioner  of  Labor's  special  in- 
vestigation and  report  in  1909,  the 
total  value  of  the  crops  raised  on  farms, 
where  Japanese  alone  and  Japanese 
and  white  joint  labor  was  involved, 
was  $28,000,000  and  the  statement  is 
made  that  one-half  of  this  ($14,000,000) 
was  the  product  of  Japanese  labor.  A 
more  accurate  statement  of  the  increase 
of  Japanese  crop  value  would,  there- 
fore, be  from  $14,000,000  to  $67,145,- 
730,  or  479.5  per  cent,  instead  of  the 
976.8  per  cent.  The  comparative 
increase  in  eleven  years,  therefore,  is 
331.6  per  cent  for  the  entire  state  and 
479.5  per  cent  for  Japanese  crop  values. 

The  statement  by  the  Governor, 
that  "within  the  last  ten  years  Japa- 


nese agricultural  labor  has  developed  to 
such  a  degree  that  at  the  present  time 
between  80  and  90  per  cent  of  most 
of  our  vegetable  and  berry  products 
are  those  of  Japanese  farms,"  is  not 
supported  by  the  report.  Figures  are 
given  (p.  103)  of  the  percentages  for 
the  different  crops.  Only  in  the  case 
'  of  .berries  is  the  proportion  more  than 
80  per  cent.  "Nursery  products"  are 
58  per  cent;  grai>es,  52  per  cent  and 
vegetables  46  per  cent.  Practically 
these  same  percentages  were  reported 
for  the  year  1909  by  the  California 
State  Labor  Commissioner,  J.  D.  Mac- 
kenzie. The  report  oflFers  no  evidence 
to  show  that  there  has  been  any  sig- 
nificant increase  during  the  decade  as 
alleged  by  the  Governor. 

Foreign  Land  Ownership  in  Japan 

The  report  contains  a  valuable  sur- 
vey of  the  land  laws  of  a  number  of 
states  and  also  of  Japan.  While  the 
Governor  makes  no  reference  to  this 
question,  it  has  played  a  prominent 
part  in  the  public  discussion.  Much 
ignorance  is  displayed  on  the  matter 
by  men  who  are  usually  well  informed 
on  matters  of  which  they  speak. 

In  this  brief  examination  of  the  re- 
port we  can  quote  only  the  following 
significant  [sentence:  "A  so-called  su- 
perficies title  may  be  secured  in  aU 
parts  of  Japan,  save  what  may  be  called 
colonial  areas,  running  for  any  number 
of  years.  Many  such  titles  now  cur- 
rent run  for  999  years,  and  so  far  as 
appears  they  might  run  for  5,000  years. 
These  titles  give  as  complete  control 
over  the  surface  of  the  land  as  fee  sim- 
ple title  would  do"  (p.  68). 

It  is  surprising  to  find,  four  pages 
further  on,  the  following  contradiction 
of  the  above  quotation.  "Japanese 
law,  like  the  Alien  Land  Law  of  Cali- 
fornia prohibits  aliens  from  owning 
land  in  fee,  but  permits  leaseholds  for 
varying  terms  of  years,   confined  to 
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industrial  and  residential  purposes — 
no  agricultural  lands  leased. " 

This  statement  is  erroneous.  The 
California  Land  Law  is  discriminatory 
while  that  of  Japan  is  not.  The  Cali- 
fornia law  does  not  prohibit  all "  aliens" 
from  owning  land,  but  only  a  certain 
class  of  aliens — "aliens  ineligible  to 
become  citizens,"  namely,  Japanese 
and  Chinese.  Any  foreigner  can  take 
a  superficies  lease,  practically  equiva- 
lent to  fee  ownership,  for  any  kind  of 
land,  including  agricultural  land.  To 
say  that  the  two  laws  are  alike  is  quite 
aside  from  the  truth. 

The  Question  of  "Dual 
Citizenship" 

The  section  of  the  report  dealing 
with  citizenship  touches  upon  one  of 
the  difficult  problems  in  the  relations 
of  America  and  Japan.  The  transla- 
tions of  documents  and  the  letter  by 
Dr.  Martin  provide  a  student  with 
material  of  the  highest  value. 

The  Japanese  Government  will  no 
doubt  consider  the  points  raised,  es- 
I>ecidly  with  regard  to  expatriation  of 
children  bom  in  America. 

The  report  does  not  adequately 
bring  out  the  fact  that  the  difficulty 
between  America  and  Japan  is  created 
by  American  customs  and  laws,  rather 
than  by  those  of  Japan.  America  is 
the  only  nation  in  the  world  that  re- 
gards all  children  bom  within  its 
territory  as  citizens  by  birthright.  At 
the  same  time  America  regards  children 
of  American  citizens,  though  bom  in 
Japan  or  elsewhere,  nevertheless,  as 
American  citizens.  The  title  of  the 
section  "Once  a  Japanese,  always  a 
Japanese"  (p.  ISi)  is  not  fair  to  Japan. 
There  can  be  no  question  but  that  a 
frank  conference  between  the  American 
and  Japanese  governments  about  the 
difficulties  due  to  their  confficting  laws 
and  customs  is  urgently  needed  with 


a  view  to  finding  a  real  solution  agree- 
able to  both. 

The  British  Embassy  at  Washing- 
ton, replying  to  an  inquiry  by  the 
writer,  states  that  "children  of  British 
parents,  bom  during  their  residence  in 
America,  are  regarded  by  the  Brit- 
ish Government  as  British  citizens. 
.  .  .  Such  children  will  not  be  re- 
garded as  United  States  citizens  unless 
and  until  they  have  taken  the  usual 
steps  by  taking  out  papers  to  acquire 
American  nationaUty. " 

The  paragraph  of  the  report  on 
"Future  Voters"  should  cause  both 
Americans  and  Japanese  to  give  heed. 
K  Japanese  parents  desire  that  their 
American-bom  children  shall  be  Ameri- 
can citizens  they  should  not  send  them 
back  to  Japan  to  be  reared  and  edu- 
cated there.  Such  Japan-reared  Japa^ 
nese  young  people,  though  legally 
Americans,  will  be  quite  unfit  to  dis- 
charge their  duties  as  American  citi- 
zens. 

The  Japanese  School  Question 

The  section  of  the  report  entitled 
"Schools"  is  disappointingly  brief, 
less  than  a  page  and  a  half.  There  is 
no  more  important  approach  to  the 
Japanese  problem  as  it  is  and  will  con- 
tinue to  be  through  the  decades,  than 
through  the  school. 

The  problem  of  the  Japanese  lan- 
guage schools  is  apparently  being 
allowed  to  drift  as  was  the  case  in  the 
Hawaiian  Islands.  A  wise  policy  in 
regard  to  them  is  much  to  be  desired^ — 
a  policy  of  proper  supervision  and 
regulation. 

The  writer  deeply  regrets  that  the 
Board  of  Control  did  not  read  the 
writer's  pamphlet  on  the  American 
Japanese  Problem  in  Hawaii  from 
which  it  quotes  a  paragraph.  If  it  had, 
it  would  hardly  have  used  a  single 
sentence  quite  out  of  its  connection. 
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which  in  its  connection  is  quite  correct, 
but  wholly  misleading  when  isolated. 

Japanese  Labor 

This  report  gives  much  valuable  and 
interesting  information  on  the  question 
of  Japanese  labor.  It  appears  that 
"there  are  probably  more  white  labor- 
ers working  for  Oriental  farmers  than 
there  are  Oriental  laborers  working 
for  American  farmers  "  (p.  101) .  White 
men  evidently  will  work  for  and  with 
Japanese — an  affirmation  quite  con- 
trary to  energetically  cultivated  popu- 
lar opinion.  Japanese,  moreover,  do 
not  employ  their  own  people  exclu- 
sively. This  explodes  another  popular 
opinion. 

It  appears  that  "sufficient  American 
farm  labor  can  be  readily  secured, 
provided  comfortable  housing,  sub- 
stantial food  properly  served  and 
some  opportunity  for  recreation  is 
provided  upon  the  farms"  (p.  106). 
This  is  the  experience  of  the  Valley 
Fruit  Growers'  Association  of  Fresno, 
with  a  white  membership  of  3,000. 

The  report  calls  attention  to  the 
fact  that  since  Japanese  raise  so  large 
a  proportion  of  the  "food  products 
practically  indispensable  to  the  States' 
daily  supply,"  $67,000,000  worth, 
"any  sudden  removal  of  the  Japanese 
would  be  unwise"  (p.  104).  No 
suggestion,  however,  is  oflFered  as  to 
how  that  "sudden  removal"  is  to  be 
avoided  upon  the  enactment  of  the 
new  drastic  land  law. 

Other  Features  of  the  Report 

The  report  of  the  State  Board  of 
Control  deals  informingly  with  several 
other  features  that  can  not  be  consid- 
ered in  this  brief  examination.  Japa- 
nese enterprises,  for  instance,  secure 
financial  aid  from  American  banks,  as 
does  also  the  Japanese  fishing  industry. 
"Smuggling  (of  laborers)  across  the 
Mexican  border  is  carried  on  success- 


fully and  doubtless  to  a  large  extent. " 
This  sentence  is  quoted  from  the 
report  of  the  Commissioner  General 
of  Immigration.  The  state  authorities 
furnish  no  original  information  on  the 
subject. 

The  desire  of  the  Board  to  give  a  fair 
report  is  well  shown  by  the  Appendix 
which  contains  two  valuable  mono- 
graphs by  Japanese.  One  is  the 
Memorial  Address  Presented  by  the 
Japanese  Association  of  America  to 
President  Wilson  When  He  Visited  San 
Francisco  September  18,  1919.  The 
other  is  an  article  on  Japanese  Farming 
in  California  by  T.  Chiba,  Managing 
Director  of  the  Agricultural  Associa- 
tion of  California.  Both  are  well 
written  and  full  of  highly  valuable 
information. 

Hearings  in  California  and  Wash- 
ington OF  THE  House  Committee 
ON  Immigration  and  Naturaliza- 
tion 

The  summary  abstract  of  these  Hear- 
ings shows  that  so  far  as  the  chairman 
and  members  were  concerned  eflFort 
was  made  to  be  thoroughly  fair  and  to 
secure  reliable  information.  From  the 
nature  of  the  case  many  conflicting 
opinions  were  expressed.  Japanese 
witnesses  were  called  in  freely  and  also 
friends  of  the  Japanese.  So  likewise 
were  their  bitterest  critics.  In  Cali- 
fornia sixty-six  witnesses  were  heard, 
and  in  Washington  thirty-eight. 

Senator  Phelan  and  Mr.  McClatchy 
testified  at  great  length.  Several  wit- 
nesses had  prepared  carefully  writ- 
ten statements  and  even  extensive 
documents  which  were  submitted  with- 
out being  read.  Senator  Phelan  re- 
peated his  familiar  charges  of  violation 
of  the  "Gentlemen's  Agreement,"  of 
large  land  purchasing  and  of  smuggling. 

On  a  previous  page  a  few  sentences 
were  quoted  from  witnesses  favorable 
to    the   Japanese.      These    could    be 
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largely  multiplied.  Many  surprising 
statements  of  good  will  and  fine  rela- 
tionships were  made.  Mr.  Kanzaki 
stated  that  "the  Califomia  State 
Commission  on  Inmiigration  and  Hous- 
ing published  pamphlets  giving  in- 
struction as  to  American  customs  and 
manners  in  every  language  save  the 
Japanese."  Colonel  Irish  stated  that 
**he  had  transacted  several  million 
dollars'  worth  of  business  with  the 
Japanese  and  had  never  had  one  of 
them  break  his  word  or  violate  his 
contract. "  Mr.  McClatchy  admitted, 
on  being  questioned,  that  "his  expe- 
rience excluded  any  contact  with  prom- 
inent Japanese. " 

Practically  none  of  the  witnesses 
thought  further  Japanese  inmiigration 
desirable.  The  chief  diflFerence  between 
the  pro-Japanese  and  the  anti- Japanese 
seemed  to  be  that  the  former  desire  to 
see  absolute  equality  of  treatment  and 
fair  play  granted  to  those  Japanese 
who  are  already  here,  while  the  latter 
would  like  to  have  drastic  race-diflFer- 
ential  laws  passed,  humiliating  in  char- 
acter and  economically  repressive. 

Many  witnesses  insisted  that  the 
Americanization  of  Japanese  is  actually 
going  on  fairly  well  in  spite  of  adverse 
circumstances.  Many,  on  the  other 
hand,  insisted  that  Americanization 
and  real  assimilation  is  impossible 
without  intermarriage,  but  that  this  is 
intolerable  to  think  of. 

Dr.  Palmer,  pastor  of  the  Union 
Church  in  Hawaii,  for  many  years  a 
resident  in  Califomia,  testified  as  to 
the  situation  in  Hawaii.  "Califomia 
has  no  idea  how  thoroughly  American- 
ized the  Japanese  in  Hawaii  have 
become." 

The  New  Anti-Alien  Land  Law 

Grovemor  Stephens  says  in  his  letter 
that  the  state  "will  and  should,  in  my 
(his)  opinion,  by  an  overwhelming 
majority,  enact  the  proposed  initiative 


legislation.**  His  desire  was  fulfilled. 
It  was  adopted  by  a  vote  of  666,483  to 
222,086.  The  chief  surprise  in  this 
vote  was  the  size  of  the  opposition. 

This  group  doubtless  believes  with 
the  rest  that  there  should  not  be 
further  immigration  from  Japan  but 
it  does  not  believe  in  humiliating 
and  economically  repressive  legislation. 
They  wish  to  prevent  a  "new  race 
problem"  by  fair  play  and  honorable 
treatment  and  full  Americanization  of 
all  Japanese  who  are  now  here. 

The  report  of  the  State  Board  of 
Control  contains  a  copy  of  the  then 
proposed — now  adopted  stringent  law. 
It  forbids  all  leasing  of  agricultural 
land  to  "aliens  ineligible  to  become 
citizens  of  the  United  States."  Such 
aliens  may  not  form  corporations  en- 
titled to  purchase  or  lease  such  land, 
nor  may  they  buy  shares  or  stock  in 
corporations  entitled  to  acquire  or  own 
such  land.  The  guardians  of  children 
whose  parents  are  Japanese  or  Chinese, 
in  whose  name  agricultural  land  is 
owned  or  bought,  are  to  be  appointed 
by  the  courts. 

A  Coming  Disappointment  to 
California 

Governor  Stephens  implies,  and 
practically  all  the  anti-Japanese  agi- 
tators affirm,  that  if  a  rigid  law  is 
passed  forbidding  further  Japanese 
immigration,  the  Japanese  population 
in  Califomia  will  dwindle  away,  as 
the  Chinese  has,  and  finally  disappear 
as  a  problem.  This  is  what  California 
has  been  led  to  expect. 

This  expectation  is  practically  cer- 
tain to  be  unrealized.  The  Japanese 
situation  today  is  wholly  diCFerent  from 
that  of  the  Chinese  in  1882  when  their 
immigration  was  stopped.  Few  Chi- 
nese women  entered  the  United  States 
either  before  that  date  or  since.  The 
annual  births  of  Chinese  in  Califomia 
for  ten  years  has  averaged  only  874. 
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The  Chinese  population  in  Califor- 
nia December  31,  1919  is  estimated  by 
the  Board  as  33,271 — the  decrease  in 
ten  years  having  been  2,977. 

The  average  Japanese  laborer  in 
CaUfomia,  unlike  the  Chinese  but  like 
the  European,  is  eager  to  establish  his 
home  here.  This  is  the  reason  why  so 
many  Japanese  women  have  been  com- 
ing to  America.  Japanese  labor  immi- 
gration was  stopped  in  1907.  But  the 
men  then  here  have  established  fam- 
ilies to  the  extent  of  about  15,000. 
There  still  remain  between  20,000  and 
25,000  unmarried  men.  The  recent 
decision  of  the  Japanese  Government 
to  stop  granting  passports  to  young 
women  coming  to  join  husbands  in 
America,  whom  though  legally  married 
they  had  not  met  in  Japan,  will  retard 
somewhat  the  increase  of  Japanese 
families  in  California,  but  is  not  likely 
to  stop  it.  Prosperous  Japanese  men 
can  return  to  Japan  for  a  visit,  get 
married  and  return  with  their  wives. 
In  case  that  is  stopped  it  would  seem 
altogether  probable  that  they  would 
go  to  Hawaii  and  find  American-bom 
wives. 

But  however  that  may  be,  the  num- 
ber of  Japanese  families  in  California  is 
already  large  enough  to  insure  a  per- 
manent and  a  growing  Japanese  popu- 
lation. The  births  recorded  for  the 
three  years  1917,  1918  and  1919  re- 
spectively were  4,108,  4,365  and  4,378. 

The  enactment  by  Congress  of  a 
drastic  Japanese  exclusion  law  is  to  be 
expected  in  the  near  future.  It  will  be 
obnoxious  and  humiliating  to  Japan 
because  of  her  consciousness  of  hav- 
ing faithfully  administered  the  "Gen- 
tlemen's Agreement"  during  the  past 
twelve  years.  Its  results  will  be  dis- 
appointing to  California  because  it 
will  not  make  any  marked  diminution 
in  the  number  of  Japanese  in  Califor- 
nia. On  the  contrary  that  population 
is  certain  to  grow. 


Misrepresentations  as  to  the  past 
and  false  expectations  as  to  the  future 
are  likely  to  be  taken  advantage  of 
by  unscrupulous  poUticians  to  start 
renewed  agitation  a  few  years  hence 
by  which  again  to  gain  personal  and 
party  advantage. 

APPENDIX 

The  United  States  Census  190O, 
1910  AND  1920 
The  Bureau  of  the  Census  issued 
November  16,  1920  a  preliminary 
announcement  of  a  few  figures  in 
regard  to  the  Japanese  population  in 
the  states  of  California,  Oregon  and 
Washington  and  in  the  territory  of 
Hawaii.  We  give  these  figures  in 
tabular  form  and  call  attention  to 
some  of  the  surprising  facts  disclosed. 

1.  The  total  population  of  Califor- 
nia increased  from  1,485,653  in  1900 
to  2,377,549  in  1910  and  to  3,426,861 
in  1920.  At  those  same  dates,  the 
Japanese  population  numbered  re- 
spectively 10,151,  41,358  and  70,196. 
Stated  in  percentages  the  Japanese 
population  constituted  0.7  per  cent, 
1.7  per  cent  and  2  per  cent  of  the  total 
population  in  1900,  1910  and  1920 
respectively.  The  point  to  be  noted 
is  the  large  increase  of  the  general 
population. 

2.  In  Hawaii,  the  Japanese  popula- 
tion constituted  39.7  per  cent  of  the 
total  population  in  1900;  41.5  per  cent 
in  1910,  and  42.7  per  cent  in  1920,  the 
figures  being  61,111,  79,675  and  109,- 
269  respectively.  In  other  words,  the 
relative  increase  of  the  Japanese  popu- 
lation has  been  very  small  indeed. 

3.  The  Japanese  population  in  Cali- 
fornia showed  an  increase  of  307.4  per 
cent  between  1900  and  1910,  immigra- 
tion having  been  free  until  1908; 
while  during  the  decade  between  1910 
and  1920  the  increase  was  69.7  per 
cent,  consisting  chiefly  of  women  and 
children. 
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4.  The  proportion  of  Japanese  males 
to  females  in  California  in  1900  was 
94.6;  in  1910  it  was  84.9  per  cent  and 
in    1920   it   was   63.2   per   cent.     In 


Hawaii  the  proportion  of  males  to 
females  at  the  three  dates  was  respec- 
tively 77.7  per  cent,  68.8  per  cebt  and 
57.8  per  cent. 


Calitornia 

Oregon 

Washington 

Hawah 

Figures 

Per 

Cent 

Figures 

Per 

Cent 

Figures 

Per 
Cent 

Figures 

Per 

Cent 

Census  1920 
Total    Population 

of  SUte 

Japanese  Popula- 
tion   

3,426,861 

70,196 
44,364 
25,832 

98. 

2. 
63.2 
36.8 

783,389 

4,022 

2,722 
1,300 

99.5 

0.5 
67.7 
23.3 

1,356,621 

17,114 

.11,173 

5,941 

.98.7 

1.3 
65.3 
3i.7 

255,912 

109,269 
62,643 
46,626 

57.3 
42  7 

Males 

Females 

57.3 
42.7 

Census  1910 
Total  Population. 
Japanese  Popula- 
tion   

2,377,549 

41,358 

35,116 

6,240 

98.3 

1.7 
84.9 
15.1 

672,765 

3,418 

3,124 

294 

99.5 

0.5 

91.4 

8.6 

1,141,990 

12,929 

11,241 

1,688 

98.9 

1.1 
86.9 
13.1 

191,909 

79,675 
54,784 
24,891 

58.5 
41.5 

Males 

Females 

68.8 
31.2 

Census  1900 
Total  Population . 
Japanese  Popula- 
tion   

1,485,053 

10,151 

9,598 

553 

99.3 

0.7 

94.6 

5.4 

413,536 

2,501 

2,405 

96 

99.4 

0.6 

96.2 

3.8 

518,103 

5,617 

5,432 

183 

98.9 

1.1 

96.7 

3.3 

154,001 

61,111 
47,508 
13,603 

60.3 
39.7 

Males 

Females  .... 

77.7 
22.3 

Increase  of  Japa- 
nese Population 

1910-1920 

1900-1910 

28,840 
31,205 

69.7 
307.4 

604 
917 

17.7 
36.7 

4,185 
7,312 

32.4 
130.2 

29,594 
18,564 

37.1 
30.4 

Racial  Prejudice  Un-American 

By  Rev.  M.  A.  Matthews,  D.D.,  LL.D. 
Pastor,  First  Presbyterian  Church,  Seattle,  Washington 


THE  problem  presented  by  the 
California  agitation  against  the 
Japanese  is  not  one  of  righting  the 
wrong  done  the  Japanese  but  the  one  of 
protecting  the  honor  and  name  of 
America.  Therefore,  this  discussion 
is  not  pro-Japanese  but  extremely  pro- 
American.  Consider  the  following  facts: 
1.  Japan  has  not  broken  faith  nor 


treaty  with  America  since  Admiral 
Perry  first  established  friendly  rela- 
tionship between  America  and  Japan. 
Can  we  afford  to  be  the  first  to  break? 

2.  Japan  has  not  broken  the  faith  of 
the  "Gentlemen's  Agreement"  estab- 
lished by  our  revered  Theodore  Roose- 
velt. Can  we  be  the  first  to  abrogate 
it? 
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3.  Her  people  are  here  under  treaty 
rights  and  agreements,  and  were  by  us 
thereby  invited  to  come.  Can  we 
afford  to  be  the  first  to  ignore  those 
rights  and  insult  our  guests  or  exploit 
their  labors?  They  were  invited  to 
Hawaii  to  aid  the  sugar  planters.  They 
were  permitted  to  acquire  property  in 
our  Pacific  Coast  states  under  the 
laws  of  said  states.  They  did  not 
force  the  land  from  the  people.  They 
did  not  acquire  it  by  condemnation  or 
confiscation,  but  they  went  into  the 
market  under  the  laws  of  our  states 
and  purchased  the  property  from  will- 
ing and  anxious  citizens  and  often  at 
a  very  much  inflated  value-.  Are  we 
going  to  be  the  first  to  violate  our  own 
laws  and  rob  the  foreigner  of  lawfully 
acquired  property?  We  were  willing 
for  him  to  toil  almost  incessantly  to 
furnish  our  table  with  rare  and  fresh 
vegetables  and  fruits,  but  when  he 
began  to  reap  the  just  and  legitimate 
harvest  rewards  of  his  labors  we  de- 
sired to  drive  him  from  the  land.  Are 
we  to  be  the  first  to  repudiate  our 
boasted  doctrine  of  the  right  to  life, 
labor  and  the  pursuit  of  happiness? 

^  If  we  and  our  native  sons  are  too 
lazy  to  till  the  soil  and  feed  the  people 
why  amputate  the  hand  which  is  now 
feeding  us? 

Perhaps  it  is  a  mistake  to  congregate 
any  group  of  foreigners  in  any  locality 
in  any  state.  The  east  side  of  New 
York  is  perhaps  committing  the  same 
error.  They  should  be  scattered  over 
all  the  state,  and  they  should  be  dis- 
tributed throughout  the  states  of 
America.  K  we  permit  them  to  con- 
gregate, remember  it  is  our  fault  and 
not  theirs.  They  should  not  suffer 
because  of  our  short-sightedness. 

4.  The  agitation  is  imreasonable  and 
un-American.  It  is  not  based  upon 
facts.  There  are  about  150,000 
Orientals  in  this  whole  country  of  ours. 
That  means  the   entire  yellow   race 


population  of  America.  Think  of  that 
small  number  in  our  vast  population 
of  over  100,000,000.  The  agitation, 
therefore,  is  without  foundation. 
There  are  about  80,000  Japanese  in 
California,  which  has  a  population  of 
about  3,000,000.  There  are  only 
17,000  Japanese  in  Washington,  which 
has  a  population  of  over  1,500,000. 
Why,  then,  this  unjust  agitation? 
Who  could  see  danger  except  the  per- 
son who  manufactures  it  for  a  pre- 
meditated reason? 

Japanese  immigration  is  fixed  by 
treaty  and  can  not  be  handled  any  other 
way  and  be  true  to  America's  honor. 
Japan  has  not  violated  her  treaty  with 
us  and  sent  her  people  here  unlaw- 
fully. Her  picture  brides  came  by 
treaty  authority,  but  when  we  ob- 
jected she  gladly  refused  to  issue  pass- 
ports to  them.  Her  adopted  sons 
came  by  treaty  authority.  If  you 
had  a  son  adopted  by  law  and  given 
you  by  law  you  would  be  lawfully 
bound  to  give  him  every  right  that  a 
soli  by  birth  inherits.  Therefore,  the 
treaty  says  that  a  legitimately  adopted 
son  of  a  rightfully  admitted  Japanese 
merchant  has  a  right  to  enter.  That 
is  true  American  justice.  Would  you 
be  the  first  to  belie  the  true  father- 
heart  of  America? 

Racial  and  national  prejudice  and 
suspicion  are  un-American.  Japan  is 
not  seeking  anything  unlawful  nor 
unfriendly.  All  statements  to  the 
contrary  are  without  a  single  fact  to 
sustain  them.  How  could  Japan  over- 
run this  country  when  her  people  are 
admitted  under  treaty  conditions  fixed 
by  us?  We  make  the  treaty  condi- 
tions. Japan  is  not  making  our  treaty 
nor  does  she  fix  our  terms.  It  is  all 
in  our  hands.  Why  manufacture  false 
alarms  just  to  justify  our  unholy, 
un-Christian  and  un-American  preju- 
dice?   Such  conduct  is  damnable. 

They  say  no  people  should  be  ad- 
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mitted  who  can  not  be  assimilated. 
You  have  other  peoples  here  living  in 
peace  and  harmony  who  can  not  and 
never  will  be  assimilated.  Why  raise 
a  false  issue  about  the  Orientals? 
They  are  not  asking  to  be  assimilated. 
Some  say  they  can  not  become  citizens. 
Why  do  they  not  raise  that  hypo- 
critical scare  about  others?  The 
Tammany  ring  of  any  state  is  willing 
to  naturalize  any  group  of  foreigners 
it  can  use  for  its  own  nefarious  pur- 
poses. If  it  can  not  naturaUze  and 
use  them  then  it  makes  political  cap- 
ital out  of  opposition  and  unjust  agita- 
tion. The  Japanese  are  just  as  ca- 
pable of  becoming  citizens  by  that 
method  as  the  thousands  now  being 
sworn  into  citizenship  by  the  judges 
of  our  courts. 

Speaking  philosophically  and  truly, 
no  one  can  become  an  American  citi- 
zen until  he  divests  his  mind  and  heart 
of  all  ideas  of  and  allegiance  to  the 
government  under  which  he  was  reared. 
He  must  know,  believe  and  become  in 
spirit  the  American  Government,  her 
institutions  and  constitution  before 
he  can  be  truly  an  American  citizen. 
You  have  never  required  that  test^ 
and  there  are  millions  in  this  country 
who  have  been  given  the  rights  of 
citizenship,  who  would  if  that  test 
were  applied,  be  disfranchised  at  once. 
Then  why  be  dishonest  and  apply  it 
only  to  the  Japanese?  If  a  Japanese 
were  to  stay  here  long  enough  to 
divest  his  heart  and  mind  of  the 
genius  and  philosophy  of  the  govern- 
ment imder  which  he  was  reared  and 
become  imbued  with  the  spirit  and 
life  of  the  American  Government  he 
would  make  a  par-excellent  citizen. 
Why  let  im-American  prejudice  cause 
you  to  deny  fundamental  facts  and 
laws?  America  must  be  impartial 
and  just  if  she  is  to  be  truly  American. 

5.  America's  relationship  to  any 
foreign  nation  is  a  federal  question  and 


not  a  state  right.  The  states  sur- 
rendered all  such  rights  to  the  federal 
government.  No  state  has  the  right 
to  embroil  this  nation  with  any  other 
nation  just  to  satisfy  the  prejudices  of 
her  agitators. 

This  nation  will  maintain  her 
friendly,  commercial,  economic,  dip- 
lomatic and  treaty  relations  with  other 
nations  regardless  of  the  prejudices  of 
all  class  or  misguided  groups  in  any 
and  every  state. 

It  is  un-American  and  imconstitu- 
tional  to  allow  states  to  attempt  to 
destroy  such  relationships.  America 
is  not  an  isolated  camp.  She  is  a 
world  power  and  will  take  her  place 
in  the  world  regardless  of  all  the  ma- 
licious forces  working  to  the  contrary. 
Pro-German,  pro-Russian,  pro-Soviet, 
pro-Irish  and  anti-English  and  anti- 
Japanese  influences  shall  not  break  our 
treaties,  destroy  our  friendships  nor 
bankrupt  our  international  commerce. 

They  shall  not  make  us  an  object  of 
international  ridicule.  America  has 
never  broken  a  treaty,  proved  unjust 
nor  been  false  to  any  nation,  and  she 
will  not  now  begin  such  infamous 
tactics.  Japan  need  not  fear;  America 
will  never  do  an  unjust,  un-Christian 
nor  an  un-American  thing. 

We  know,  as  an  able  statesman  has 
said,  that: 

The  Japanese  have  a  sincere  and 
intense  desire  for  the  abiding  friendship  of 
our  country,  and  no  American  can  be  long 
in  Japan  without  warmly  reciprocating 
that  desire.  There  is  every  reason  why 
the  two  nations  should  be  on  the  closest  and 
friendliest  footing.  Even  the  perplexing 
immigration  question  is  susceptible  of  ami- 
cable settlement  if  only  we  Americans  show 
a  little  tact  and  a  respect  for  Japanese 
susceptibiUties.  The  Japanese  are  one  of 
the  most  ancient  and  proudest"'people  on 
the  earth.  Their  manners  to  ;;^ foreign 
visitors  are  a  revelation  of  ^  grace  and 
courtesy.  They  expect  in  return  a  little  of 
that  same  deportment.     It  isn't  so  much 
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what  we  do  on  the  immigration  question, 
as  the  way  we  do  it.  Certainly  to  one  who 
has  gained  an  intimate  glimpse  of  the 
Japanese,  it  would  seem  certain  that,  with 


any  ingenuity  at  all,  we  ought  to  be  able 
to  devise  a  formula  that  would  meet  the 
views  of  California  and  at  the  same  time 
measurably  satisfy  the  Japanese. 


The  Anti- Japanese  Agitation  from  a  Business  Man's 

standpoint 


By  Reginald  H.  Parsons 

Seattle,  WashiDgtoD 


IN  approaching  the  question  of  the 
desirability  of  retaining  or  reject- 
ing Japanese  immigration  in  toto  or  in 
part,  much  excitement  anci animus  has 
been  shown  at  points  on  the  Pacific- 
Coast,  especially  in  California,  against 
a  people  whose  chief  fault  seems  to  lie 
in  their  intense  energy  and  economic 
aggressiveness.  It  is  true,  however, 
that  there  is  a  grave  problem  relating 
to  the  social  side  of  the  situation. 

The  standard  of  living  of  the  Japan- 
ese laborers  is  not  the  same  as  ours, 
and  here  is  where  there  is  natural  and 
serious  conflict.  We  are  not  accus- 
tomed to  seeing  women  and  children 
labor  all  day  in  the  fields,  and  their 
apparent  contentment  under  this  situ- 
ation with  meager  food  and  unattract- 
ive lodgings. 

The  American  farmer  becomes 
alarmed  at  the  encroachments  and  the 
persistency  of  the  Japanese.  White 
labor  objects  seriously,  or  refuses  en- 
tirely, to  work  side  by  side  with  a 
member  of  the  yellow  race,  and  so  the 
employer  finds  he  must  choose  one  of 
two  things:  White  labor — in  many 
cases  independent,  undependable  and 
ineflScient,  also,  at  times,  scarce  and 
diflBcult  to  obtain;  or,  he  finds  the  Jap- 
anese, anxious  and  eager  for  work, 
performing  his  work  with  speed  and 
efficiency,  yet  withal,  mechanical  in 
its  proficiency  and  with  a  total  lack  of 
personal  contact  with  the  employer — 
an  impersonal  and  selfish  relationship 
invariably. 


Much  has  been  said  to  the  eflFect 
that  the  Japanese  are  entirely  unde- 
pendable from  the  standpoint  of  hon- 
esty; that  they  will  break  contracts 
when  it  is  to  their  interests  to  do  so, 
and  use  pressure  to  enforce  carrying 
out  of  such  contracts  by  the  other 
party  when  it  is  to  the  interest  of  the 
Japanese  to  have  this  done.  Is  he  en- 
tirely unlike  his  white  brethren  in  this 
resp)ect?  Are  we  in  a  position,  at  this 
point,  to  complain  of  and  censure  un- 
duly laboring  people  who  are  guided 
much  by  the  example  set  them  in  a 
foreign  country?  Can  we  expect  others 
to  maintain  a  standard  of  honesty  to 
which  we  ourselves  do  not  always 
hold? 

Another  class  of  Japanese  immi- 
grants is  prominent  in  its  service  as 
hotel  and  house  servants  and  chauf- 
feurs. Here  we  have  a  more  intelligent 
Japanese,  who  is,  with  rare  exception, 
unusually  efficient  and  reliable.  With 
the  exception  of  some  trouble  in  Van- 
couver, B.  C,  many  years  ago,  the 
Japanese  have  proved  themselves  at 
all  times  to  be  law-abiding,  attending 
to  their  own  business  entirely,  and  in 
no  way  interfering  with  anybody's 
legal'rights.  In  this  respect,  they  are, 
of  course,  quite  incomparable  with 
many  of  the  European  immigrants  em- 
ployed in  large  numbers  in  various 
parts  of  the  country,  who  have  often 
proved  themselves  to  be  very  recalci- 
trant and  difficult  to  handle.  One 
seldom  if  ever  hears  of  a  Japanese 
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strike  or  any  acts  of  violence  or  depre- 
dation. They  live  peaceably  among 
themselves,  as  well. 

So  much  for  a  partial  view  of  the 
inter-relation  as  between  the  two  peo- 
ples on  the  Pacific  Coast. 

The  violent  agitation  that  has  been 
in  evidence  for  several  years  now  in 
California  has  been  due,  therefore,  to  a 
fear  of  economic  competition,  but  at 
points  where  the  American  laborer 
has,  after  all,  a  lesser  contact,  viz.: 
agricultural  and  horticultural,  prin- 
cipally truck-gardening. 

It  has  been  proved  that  part,  at 
least,  of  this  agitation  was  fostered 
during  the  war  by  German  money. 
How  much  of  this  influence  still  re- 
mains in  the  agitation  it  is  impossible 
to  say.  No  doubt  many  men  are  sin- 
cerely anxious  and  aroused  over  this 
situation. 

Again,  men  of  influence  in  the  state 
of  California  no  doubt  have  lent  them- 
selves, for  political  reasons,  to  this 
anti-Japanese  agitation.  In  this,  they 
are  betraying  the  best  interests  of  their 
state  and  their  nation.  California 
should  realize  that  it  has  no  race  prob- 
lem like  the  race  problem  confronting 
the  South,  and  that  the  economic  prob- 
lem could  quite  easily  be  met  by  sane 
and  proper  l^slation  and  effort  and  by 
the  right  kind  of  public  spirit.  Selfish 
men  and  those  acting  through  ulterior 
motives  should  not  be  allowed  to  dom- 
inate the  situation  and  so  inflame  the 
public  mind  that  harm  and  injustice 
is  thereby  done  to  a  peaceable  part  of 
the  population.  For  one  state  of  the 
Union  to  take  upon  itself  a  demand  for 
a  change  in  the  Constitution  of  the 
United  States — as  California  has  done 
in  the  last  election,  by  a  certain  ma- 
jority unduly  excited  over  the  situa- 
tion— seems  a  very  grave  error,  and 
one  which  should  not  be  countenanced 
by  the  rest  of  the  nation.  Too  much 
is  involved;  the  friendship  of  a  friendly 


nation,  a  large  and  growing  commerce 
with  an  industrious  people,  where  the 
opportunity  for  interchange  of  goods 
surpasses  any  other  country  excepting 
.possibly  Europe  at  this  time,  and 
where,  by  continuing  our  actions  along 
these  present  unfriendly  lines  might 
very  easily  involve  us  in  \^ar.  The 
statesmen  of  both  countries  have  a 
very  difficult  matter  to  solve,  and  every 
help  should  be  given  them,  through 
an  impartial  review  of  true  facts  and 
conditions,  to  handle  the  j>roblem 
intelligently.  Inflamed  imaginations 
must  not  be  allowed  to  dominate  the 
situation. 

We  of  the  Pacific  Northwest,  under 
the  circumstances,  are  naturally  ex- 
tremely anxious  to  see  that  fairness  be 
displayed  and  justice  properly  meted 
out,  and  that  every  effort  be  put  forth 
to  counteract  the  evils  that  are  now  so 
assertive. 

Just  prior  to  the  last  election,  it  be- 
came quite  evident  that  much  of  the 
saner  element  in  California  had  seen 
the  lack  of  wisdom  in  allowing  them- 
selves to  be  drawn  into  this  maelstrom, 
and  are  making  every  effort  to  stem 
the  tide  of  ill-feeling  which  has  been 
rising  so  rapidly.  We  only  hope  that 
they  will  succeed  in  bringing  clarity  of 
vision  into  the  situation,  when  justice 
and  fairness  will  be  shown,  as  is  always 
the  case  with  the  American  people  in 
any  state,  when  given  the  opportunity 
to  think  and  act  without  prejudice. 

On  the  other  hand,  the  Japanese  can 
hardly  object  to  our  taking  any  action 
against  what  they  may  feel  is  contrary 
to  their  interests,  but  which  is  similar 
to  the  way  they  treat  foreigners  them- 
selves. They  have  always  been  a  very 
exclusive  people,  and,  as  I  understand, 
have  many  laws  now  which  preclude 
the  ownership  of  land  by  foreigners 
within  their  own  confines,  and,  in 
other  ways,  fail  to  give  foreigners  the 
same  standing  in  law  which  their  own 
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countrymen  enjoy.  But  this  is  a  mat- 
ter upon  which  our  national  govern- 
ment, and  not  any  one  state,  should 
act. 

While  I  do  not  wish  to  appear  in 
any  way  officious,  I  feel  that  if  the 
people  of  California  would  memorialize 
Congress  or  the  State  Department  on 
the  subject,  giving  them  the  true  facts 
as  they  are,  they  should  feel  that  their 
interests  would  be  carefully  studied 
and  everything  done  to  protect  them 
legitimately  and  properly.  It  is  the 
precipitate  action  of  some  people  on 
the  Pacific  Coast  which  is  so  unwise, 
and  should  not  be  allowed,  for  the 


reason  that  it  might  be  serious  in  its 
consequences,  involving  the  entire 
nation.  May  we,  as  an  American 
people,  never  lower  oiu^ves  to  com- 
mit unjust  acts,  through  passion  of  the 
moment,  which  we  may  later  sincerely 
regret!  Our  reputation  as  a  fair  peo- 
ple and  our  interests  as  a  nation  of 
business  and  industry  demand  that 
this  problem  be  solved  from  a  national 
standpoint,  and  from  the  interests  of 
all  concerned  and  the  nation  as  a 
whole. 

This  is  not  a  question  of  pro-Js^a- 
nese  or  anti-Japanese,  but  of  conunon 
sense  and  fair  dealing. 


The  Japanese  Issue  in  California 

By  Col.  John  P.  Irish^ 

Member  of  the  State  Development  Board,  Oakland,  California 


RETROSPECTION  will  serve  to  il- 
luminate current  history .  When 
the  anti-Chinese  agitation  convulsed 
California  a  Congressional  committee 
came  here  to  investigate.  In  behalf 
of  the  municipality  of  San  Francisco, 
this  presentation  of  the  case  was  made : 
"The  Chinese  are  inferior  to  any  race 
God  ever  made.  They  have  got  the 
perfection  of  the  crimes  of  4,000  years. 
The  Chinese  have  no  souls  to  save,  and 
if  they  have  they  are  not  worth  saving." 
The  California  Senate  in  its  memorial 
to  Congress  said:  "Impregnable  to  all 
the  influences  of  Anglo-Saxon  life  they 
remain  the  same  stohd  Asiatics  that 
have  floated  on  the  rivers  and  slaved 

*  President  of  Directory  of  the  State  Indus- 
trial Home  for  the  Adult  Blind  for  30  years; 
Director  for  35  years  of  the  State  Development 
Board,  an  organization  devoted  to  the  material 
development  of  the  State;  President  of  the  Cal- 
ifornia Delta  Association,  representing  250,000 
acres  of  marsh  land  reclaimed  by  the  skill  and 
industry  of  the  Japanese;  practical  farmer  in 
California  for  80  years.— The  Editob. 


in  the  fields  of  China  for  thirty  centu- 
ries of  time."  The  Attorney-General 
of  California  testified:  "The  Chinese 
are  inferior  to  the  Negro  and  to  the 
Indian." 

The  expulsion  of  the  Chinese  was 
demanded  because  of  their  vices.  Fol- 
lowing this  we  violated  our  treaty 
with  China  and  expelled  them  by 
thousands.  This  created  an  economic 
vacuum  that  drew  in  the  Japanese. 
Cultivated  land  amounting  to  568,943 
acres  lapsed  back  to  nature  and  ceased 
production  for  lack  of  farm  labor.  The 
Japanese  came  in  slowly  and  abandoned 
fields  were  made  productive  by  their 
labor.  They  proved  to  be  cleanly, 
honest,  law-abiding  and  very  industri- 
ous. Not  until  after  the  Japanese- 
Russian  war  was  there  any  criticism  of 
them.  Then  the  politicians  and  the 
press  began  an  anti-Japanese  agitation 
that  has  continued  in  intensity. 

In  contrast  now  with  great  abuse  of 
the  Japanese  was  constant  expression 
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of  favor  for  the  Chinese.  Now  why 
this  change?  The  people  by  a  friend- 
lier contact  with  the  Chinese  had 
abated  the  eariier  false  judgment. 
They  had  repented  the  murder  and 
robbery  of  which  Chinese  had  been  the 
victims,  and  were  in  the  temper  of 
atonement. 

As  the  Chinese  had  been  condemned 
for  their  imputed  vices,  so  the  Japanese 
are  condemned  for  their  virtues,  for 
their  sobriety,  their  industry,  their 
intelligence  and  skill,  for  their  respect 
for  law  and  for  their  honesty.  Dr. 
Benjamin  Ide  Wheeler,  President  emeri- 
tus of  the  State  University  of  Cali- 
fornia, in  a  speech  against  them  said: 
"Their  good  taste,  persistent  industry, 
their  excellent  qualities  and  their  vir- 
tues render  their  presence  amongst  us  a 
pitiful  danger." 

When  the  Chinese  were  under  the 
lash  of  persecution  the  Sacramento 
Bee  was  in  the  front  rank  of  their 
enemies.  It  rejoiced  at  every  crime 
committed  against  them.  Saul  never 
pursued  the  Christians  with  a  bloodier 
purpose.  But  when  the  persecution 
of  the  Japanese  began  the  SacraTnetUo 
Bee  demanded  that  they  be  driven  out 
and  the  Chinese  admitted  again  by 
repeal  of  the  Exclusion  Act. 

It  is  of  especial  interest  that  every 
attack  on  the  Japanese  is  based  upon 
their  desirable  qualities,  and  no  claim  of 
their  inferiority  is  made.  Rather  their^ 
enemies  profess  dread  of  their  superior- 
ity. 

California  increased  in  population  44 
per  cent  in  the  last  ten  years,  while  the 
increase  for  the  rest  of  the  country  was 
only  14  per  cent.  Of  our  population 
the  Japanese  are  only  2.2  per  cent,  and 
that  hardly  perceptible  number  con- 
stitutes "the  problem"  about  which 
public  opinion  here  has  been  poisoned 
by  falsehoods,  just  as  happened  in  the 
case  of  the  Chinese.  The  anti-Japa- 
nese initiative  adopted  on  November  St 


was  supported  by  the  entire  press  of  the 
state  and  by  four  millionaire  politi- 
cians; only  one  side  got  publicity,  the 
opposition  none,  and  yet  222  thousand 
votes  were  cast  against  it.  Those 
voters  knew  the  Japanese  by  contact, 
by  acquaintance  and  by  experience, 
and  were  the  sound  part  of  the  public 
opinion  of  California.  It  will  be  read- 
ily understood  that  in  a  population  of 
more  than  three  and  a  quarter  millions 
only  a  fraction  can  have  had  contact 
with  our  2.2  per  cent  of  Japanese. 
The  anti-Japanese  vote  was  cast  by 
many  of  that  percentage,  who  probably 
knew  little  if  anything  personally  about 
the  Japanese  and  were  ready  to  accept 
as  true  every  slander  of  them.  In  this 
will  be  seen  the  operation  of  the  same 
causes  that  have  modified  the  former 
hatred  of  the  Chinese  and  displaced  it 
by  a  cordial  friendship. 

The  anti-Japanese  agitators  here 
are  endeavoring  to  spread  their  prop- 
aganda through  our  eastern  states, 
by  taking  advantage  of  the  lack  of 
personal  knowledge  by  contact  with 
the  Japanese.  To  this  end  certain 
story  writers  for  publications  like  the 
Saturday  Evening  Post  are  pouring 
poison  into  eastern  public  opinion  by 
stories  that  are  so  false  as  to  be 
ridiculous.  The  moving  picture  is  also 
called  into  this  disreputable  service. 

The  building  up  of  antagonism  to 
Japan  and  hatred  of  the  Japanese 
domiciled  here  should  be  viewed  with 
solicitude.  Readers  of  newspapers  are 
on  guard  against  editorial  expression 
of  opinion,  but  they  are  off  guard 
when  they  read  the  news  columns. 
This  has  led  to  the  vicious  and  per- 
sistent sophistication  of  the  news. 
It  is  being  used  to  poison  public  opinion 
in  regard  to  Japan.  A  leading  metro- 
politan newspaper,  owned  by  a  United 
States  Senator,  has  obviously  organized 
a  system  for  this  purpose.  Every 
day  it  publishes  news  items,  pretended 
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to  be  wired,  sometimes  from  far  Bom- 
bay, Korea,  Mongolia  and  Manchuria, 
always  attacking  Japan.  Evidence  of 
design  in  this  evil  doing  is  found  in  the 
republication  of  all  these  news  items  in 
a  metropolitan  daily  in  San  Francisco, 
and  in  other  papers  which  naturally 
would  not  do  this  except  by  an  ar- 
rangement. 

So  proceeds  this  conspiracy  against 
the  peace  of  nations.  All  of  this  bad 
work  is  dangerously  trifling  with  the 
friendship  of  nations  and  the  peace  of 
the  world.  We  speak  of  it  as  "the 
Japanese  problem."  Is  it  not  rather 
an  American  problem?  Does  it  not 
involve  the  education  of  public  opinion 
in  this  country  to  demand  the  truth 
from  the  American  press,  and  to  drive 
the  envenomed  agitator  against  other 
nations  and  their  people  from  the 
public  platform?  Does  not  the  solu- 
tion of  the  problem  require  that  we  see 
our  own  danger  from  ourselves?  Is  it 
not  worth  while  to  ask  ourselves  how 
long  society  can  last  with  its  public 
opinion  based  upon  prejudice  and 
poisoned  by  persistent  falsehood?  With 
this  American  problem  solved  there 
will  be  no  Japanese  problem.  The 
truth  will  have  disposed  of  it. 

What  influenced  the  two  hundred 
and  twenty-two  thousand  California 
voters  to  vote  against  the  anti- 
Japanese  initiative?  The  truth  was 
the  only  influence.  It  was  what  they 
had  seen,  their  experience  and  contact 
with  the  few  Japanese  who  are  here. 
They  had  seen  the  Japanese  convert 
barren  land  like  that  at  Florin  and 
Livingston,  into  productive  and  profit- 
able fields,  orchards  and  vineyards,  by 
the  persistence  and  intelligence  of  their 
industry.     They  had  seen  the  hard  pan 


and  goose  lands  in  the  Sacramento 
valley,  gray  and  black  with  our  two 
destructive  alkalis,  lie,  cursed  with 
barrenness  like  the  fig  tree  of  Bethany, 
and  not  worth  paying  taxes  on,  until 
Ikuta,  the  Japanese,  decided  that 
those  lands  would  raise  rice.  After 
years  of  persistent  toil,  enduring  heart- 
breaking losses  and  disappointments, 
he  conquered  that  rebellious  soil  and 
raised  the  first  commercial  crop  of  rice 
in  California.  Due  to  the  work  of  that 
great  Japanese  pioneer  this  state  now 
has  a  rice  crop  worth  sixty  million 
dollars  a  year,  and  the  land  that  he 
found  worthless  now  sells  for  two 
hundred  dollars  per  acre. 

Or  these  voters  had  seen  the  repul- 
sive "hog  wallow"  lands  in  the  thermal 
belt  of  the  west  slope  of  the  Sierra, 
avoided  by  white  men,  so  unproduc- 
tive and  forbidding  that  they  defaced 
the  scenery,  reclaimed  by  the  genius 
and  toil  of  the  Japanese  Sakamoto,  and 
now  transformed  into  beautiful  vine- 
yards and  citrus  orchards  from  Seville 
to  Lemon  Cove.  They  had  seen  that 
70  per  cent  of  the  total  seventy-four 
thousand  acres  owned  by  Japanese, 
was  these  lands  that  disfigured  the 
state  until  they  had  been  reclaimed  by 
Japanese  genius  and  industry.  They 
had  met  the  Japanese  industrially  and 
socially.  They  knew  their  personal 
cleanliness,  their  scrupulous  neatness  of 
dress,  their  uniform  cheerfulness,  their 
politeness  and  good  manners,  their 
kindness  and  their  gratitude  for  just 
and  considerate  treatment,  their  sobri- 
ety and  respect  for  law,  and  seeing  and 
knowing  all  this  no  falsehood,  however 
subtle,  could  swerve  them  from  obe- 
dience to  the  truth. 
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American  Citizenship  and  the  Japanese 

By  Roy  Malcolm,  Ph.D. 

Professor  of  Political  Science,  University  of  Southern  California 


FOR  some  time  past  those  interested 
in  American-Japanese  relations 
have  been  turning  their  attention  to  the 
question  of  the  eligibility  of  the  Japa- 
nese to  become  American  citizens 
through  naturalization.  We  have  ex- 
tended this  privilege  to  the  German, 
the  Englishman,  the  Frenchman,  the 
Italian,  the  Negro,  the  Russian,  and 
others;  why  not  to  the  Japanese?  Has 
not  the  Japanese  shown  himself  capable 
of  assuming  the  obligations  of  Ameri- 
can citizenship?  Can  he  not  fit  in  with 
our  democratic  scheme  of  government? 
The  answers  to  these  questions  are 
both  negative  and  aflSrmative. 

The  eligibility  of  alien  Japanese  to 
become  American  citizens  is  a  part  of 
the  larger  question  of  citizenship  by 
naturalization.  Political  science  usu- 
ally recognizes  two  general  sources  of 
citizenship — namely,  birth  or  descent, 
and  the  formal  grant  or  conferment  by 
the  state.  It  is  the  latter  with  which 
we  are  here  concerned. 

When  the  Federal  Constitution  was 
adopted  the  national  government  took 
over  the  whole  problem  of  naturalizing 
aliens.  It  would  have  been  folly  to 
have  allowed  each  state  to  determine 
its  owil  naturalization  laws,  so  among 
the  powers  granted  to  Congress  was 
that  of  establishing  "an  uniform  rule  of 
naturalization." 

In  accordance  with  this  provision 
Congress  has  passed  a  number  of  laws. 
The  first  act  was  approved  March  26, 
1790.*  In  the  first  section  it  is  pro- 
vided that  "any  alien  being  a  free 
white  person,  who  shall  have  resided 
within  the  limits  and  under  the  juris- 
diction of  the  United  States  for  a  term 
of  two  years  may  be  admitted  to 
become  a  citizen." 

&  U.  S.  SUtutes  at  Large  I,  103. 


The  phrase  "free  white  person"  was 
used  in  all  of  our  naturalization  laws 
down  to  1870,  when  the  law  was 
changed  to  meet  the  conditions  arising 
out  of  the  Civil  War  and  reconstruc- 
tion. The  law  of  1870  reads:  "The 
naturalization  laws  are  hereby  ex- 
tended to  aliens  of  African  nativity  and 
to  persons  of  African  descent.  "^ 

By  an  oversight,  apparently,  the 
phrase  "  free  white  person  "  was  omitted 
from  the  law,  so  in  1875  it  was  again 
amended.  As  amended  it  reads:  "The 
provisions  of  this  title  shall  apply  to 
aliens  being  free  white  persons,  and  to 
aliens  of  African  nativity  and  to  per- 
sons of  African  descent. "'  There  has 
been  no  change  in  this  feature  of  the 
naturalization  laws  since  1875. 

The  question  has  often  been  raised: 
Did  not  Congress  by  "extending"  the 
naturalization  laws  to  aliens  of  African 
nativity  and  to  persons  of  African 
descent  thereby  remove  all  race  dis- 
crimination from  our  naturalization 
laws?  It  is  quite  obvious  that  there 
was  no  Asiatic  problem  in  the  United 
States  at  the  time  the  first  law  was 
passed  in  1790  and  for  seventy  years 
thereafter. 

A  perusal  of  the  federal  censuses 
from  1790  to  1860  mdicates  that  there 
was  no  such  problem.  Beginning  with 
the  census  of  1790  the  classification  of 
races  is  as  follows: 


Census 


Classification 


1790    Free  White,  All  Other  Free,  Slaves. 
1800    Free  White,  Slaves,  AU  Other  Free, 

Except  Indians  Not  Taxed. 
1810   Free  White,  Slaves,  All  Other  Free 

Persons  Except  Indians  not  Taxed. 

>  U.  S.  Statutes  at  Large  16,256. 
*U.  S.  Revised  SUtutes  Title  XXX,  Section 
2,169. 
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1820   Whites,  Slaves,  Free  Colors. 

1880   Free   White  Persons,   Slaves,  Free 

Colored  Persons. 
1840   Free  White  Persons,  Slaves,  Free 

Colored  Persons. 
1850   Whites,  Free  Colored,  Slaves. 
1860   On  page  39  of  this  census  report,  on 
the  classification  of  races,  we  read: 
Another  feature  worthy  of  notice  is 
the  large  number  of  Asiatics  that  have 
arrived  in  California,  subjects  of  the 
Celestial  Empire,  attracted  to  the  land 
of  gold.    Table  No.  4,  page  88,  m  giv- 
ing statistics  for  California,  which  is 
entitled  Free  Population^  Native  and 
Foreign,   by   Counties,    83,149    male 
and  1,784  female  Asiatics  are  included 
in  the  white  popidation. 
1870 

Here  the  basis  for  the  schedide  is. 
White,  Colored,  Chinese,  Indian. 
There  is  a  note  at  the  bottom  to  indi- 
cate that  the  Japanese  are  included 
under  Chinese. 
1880 

White,  Colored,  Chinese,  Indians. 
A  note  at  the  bottom  of  page  878,  table 
5,  indicates  that  the  Japanese  are  in- 
cluded in  the  Chinese. 

It  is  obvious,  then,  that  down  to 
1860  or  1870  very  little  thought  was 
given  to  the  question  of  just  what  races 
were  included  in  the  term  "white  per- 
sons," but  as  soon  as  the  Asiatic  prob- 
lem became  acute  on  the  Pacific  Coast, 
Congress  was  urged  to  pass  a  law  not 
only  restricting  Oriental  immigration 
but  also  denying  citizenship  to  Chinese. 
Section  14,  of  the  Chinese  restriction 
act  of  1882  provides:  "That  hereafter 
no  State  Court  or  Court  of  the  United 
States  shall  admit  Chinese  to  citizen- 
ship, and  all  laws  in  conflict  with  this  . 
act  are  hereby  repealed."  Previous  to 
the  enactment  of  this  law  a  very  con- 
siderable number  of  Chinese  were 
naturalized,  the  naturalization  courts 
apparently  including  them  in  "white 
persons." 

A  popular  opinion  has  prevailed  for 
some  time  thiat  by  the  laws  referred  to 


above  the  Japanese,  along  with  the 
Chinese,  have  been  excluded  from 
citizenship  through  naturalization.  On 
the  contrary,  there  is  no  specific 
federal  statute  denying  them  this 
privilege.  Where  we  have  refused  to 
grant  them  papers  of  citizenship  it  has 
been  done  by  the  courts  in  their 
interpretation  of  the  term  "white 
persons"  as  found  in  our  laws. 

Just  what  races  are  included  within 
the  term  "white  persons"  has  been  a 
question  with  the  courts  for  some  time 
past.  A  variety  of  interpretations 
have  come  from  our  tribunals.  Thus  in 
1893  in  the  case  of  Saiio  vs.  United 
States^  the  Circuit  Court  of  the  United 
States  for  the  District  of  Massachu- 
setts laid  down  the  theory  that  the 
Japanese  do  not  come  within  the  mean- 
ing of  the  term  "white  persons"  as  used 
in  our  naturalization  laws.  Shebato 
Saito,  a  native  of  Japan,  applied  for 
naturalization  papers  and  his  applica- 
tion was  denied  by  the  court  upon  the 
following  grounds:  "The  act,"  held  the 
coiui:,  "relating  to  naturalization  de- 
clares that  the  provisions  of  this  title 
shall  apply  to  aliens  being  free  white 
persons,  and  to  aliens  of  African  nativ- 
ity and  persons  of  African  descent. 
The  Japanese,  like  the  Chinese,  belong 
to  the  Mongolian  race  and  the  question 
presented  is  whether  they  are  included 
within  the  term  *  white  personi^'  The 
court  rules  that  the  statute  must  be 
taken  in  its  ordinary  sense,  and  that 
the  application  of  Shebato  Saito  must 
be  denied  upon  the  ground  that  he  was 
of  the  Mongolian  race  and  that  the 
term  'white  person'  excluded  the 
Mongolian  race,  and  therefore  the  ap^ 
plication  is  denied."  The  same  ruling 
has  been  applied  touching  the  Burmese. 
Thus  in  the  case  of  Sanco  Po,*  a  native 
of  British  Burmah,  the  court  held  that 
the  Burmese  are  Malays,  and  imder 

1 62  Federal  Reports,  126. 

<S8  New  York  Supplement,  383. 
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modem  ethnological  subdivisions,  are 
Mongolians.  "The  petitioner,"  con- 
tinues the  court,  "falls  squarely  within 
the  provisions  of  Section  2169  U.  S. 
Revised  Statutes  which  limit  naturali- 
zation to  free  white  persons  and  to 
persons  of  African  nativity  and  African 
descent,  for  he  is  neither." 

In  those  cases  dealing  with  the 
Japanese  the  courts  have  taken  the 
position  that  the  term  "white  persons" 
does  not  include  the  Japanese.^ 

On  the  other  hand,  a  number  of 
Japanese,  as  formerly  in  the  case  of 
Chinese,  have  been  admitted  to  Amer- 
ican citizenship  by  the  courts.  A 
notable  case  was  that  of  the  distin- 
guished international  lawyer,  author 
and  editor,  Misuji  Miyakawa,  who  died 
in  this  country  in  1916.  Mr.  Miya- 
kawa was  the  chief  counsel  for  the 
Japanese  in  the  famous  school  con- 
troversy in  California  in  1906.  Others 
have  been  admitted  in  California, 
Indiana,  Florida  and  New  York.  It  is 
estimated  that  some  fifty  or  a  hundred, 
or  perhaps  more,  Japanese  were  natu- 
ralized before  the  Bureau  of  Immigra- 

^A  perusal  of  the  following  cases  will  reveal 
the  great  lack  of  uniformity  in  determining  the 
meaning  and  scope  of  our  naturalization  laws. 

In  re  Ah  Yup  (1878)  6  Sawyer  155,  exduding 
Mongolians;  in  re  Camille  (1880),  6  Fed.  i56, 
exduding  a  half-breed  Indian  and  white;  in  re 
Gee  Wop  (1875,  71  Fed.  274),  exduding  a  Chi- 
nese; in  re  Rodriquez  (1897)  81  Fed.  337,  ad- 
mitting a  native  of  Mexico;  in  re  Kumagai 
(1908)  163  Fed.  922,  excluding  a  Japanese;  in 
re  Knight  (1909)  171  Fed.  299,  excluding  a  half- 
breed  Mongolian  and  white;  in  re  Najour  (1909) 
174  Fed.  735,  admitting  a  Syrian;  in  re  Hellad- 
jian  (1909)  174  Fed.  834,  admitting  an  Arme- 
nian; in  re  U.  S.  vs.  DoUa  (1910)  177  Fed.  R. 
101,  admitting  a  Hindu;  in  re  U.  S.  vs.  Balsara 
(1910)  180  Fed.  694,  admitting  a  Parsee;  in  re 
Young  (1912)  198  Fed.  715,  exduding  a  half- 
breed  German  and  Japanese;  in  re  Alverto  (1912) 
198  Fed.  688,  exduding  a  quarter-breed  Span- 
iard and  Filipino;  in  re  ex  parte  Shadid  (1913) 
£05  Fed.  812,  exduding  a  Syrian;  in  re  Mozum- 
dar  (1913)  207  Fed.  115,  admittmg  a  Hindu>f 
the  Brahman  Caste;  in  re  Burton  (1900)'  1 
Alaska  111,  exduding  an  Indian. 


tion  and  Naturalization  issued  more 
strict  orders  touching  the  naturaliza- 
tion of  aliens.  These  orders  were  is- 
sued in  1911  and  were  to  the  eflFect  that 
clerks  of  courts  should  not  receive 
declarations  of  intention  or  file  peti- 
tions for  naturalization  from  aliens 
other  than  white  persons,  and  persons 
of  African  nativity  or  African  descent. 

By  implication  this  excluded  the 
Japanese,  and  the  courts  since  1911 
have  refused  to  naturalize  them,  with 
the  exception  of  a  few  Japanese  natu- 
ralized by  the  courts  because  of  their 
service  in  the  military  and  naval  forces 
of  the  United  States  in  the  late  war. 

In  spite  of  the  fact  that  the  Japanese 
can  not  become  American  citizens  by 
naturalization,  all  children  born  of 
Japanese  parents  residing  here  perma- 
nently are  American  citizens  by  the 
"law  of  the  soil."  The  reports  of  the 
California  State  Board  of  Health  show 
that  between  1906  and  1919,  inclusive, 
there  were  born  in  the  state  (the 
problem  here  being  more  acute  than 
in  other  states)  29,529  Japanese  chil- 
dren. From  figures  developed  by  the 
State  Board  of  Control,  which  consti- 
tuted Governor  Stephens'  investigating 
committee,  from  the  total  registration 
of  minors  made  by  the  State  Superin- 
tendent of  Public  Instruction  as  re- 
quired by  the  act  of  the  1919  Legisla- 
turcr  the  minor  population  of  Orientals 
in  the  state  on  November  1, 1919,  was 
21,611.  The  fact  that  many  Japanese 
children  born  in  the  United  States  were 
absent  in  Japan,  and  also  the  fact  that 
a  rather  high  mortality  prevailed 
among  them  in  this  country,  taken  to- 
gether, would  account  somewhat  for 
the  discrepancy  in  the  figures  as  fur- 
nished by  the  State  Board  of  Health 
and  the  State  Superintendent  of  Public 
Instruction. 

These  children  are  American  citizens 
by  virtue  of  being  bom  upon  American 
soil.     The  situation  presents  some  very 
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interesting  anomalies.  These  sons  and 
daughters  being  American  citizens 
have  all  the  civil  and  political  privileges 
which  the  rest  of  us  Americans  enjoy. 
One  very  interesting  and  complicated 
case  has  come  to  the  attention  of  the 
writer.  A  young  Japanese  lady,  an 
American  citizen  by  birth,  and  a  gradu- 
ate of  a  California  university,  married 
a  native  of  Japan.  Under  our  federal 
laws  she  lost  her  American  citizenship, 
and,  under  the  provisions  of  the  Cali- 
fornia constitution  that  voters  must  be 
United  States  citizens,  the  privilege  of 
voting  in  this  state.  There  was  born 
to  this  couple  some  three  or  four  years 
ago  a  little  daughter.  This  child  is  an 
American  citizen.  Under  our  present 
laws  the  parents  must  remain  aliens. 
The  mother,  formerly  an  American 
citizen,  is  now  an  alien;  the  child  is  a 
citizen,  and  the  father  an  alien — rather 
an  anomalous  case. 

Some  of  the  pertinent  questions 
growing  out  of  this  situation  are  these: 
What  will  be  the  relation  of  the  rising 
generation  of  Japanese-American  citi- 
zens to  their  alien  parents?  What  will 
be  the  attitude  of  Americans  toward 
this  increasing  number  of  American 
citizens  of  Japanese  blood?  And  this 
number  will  continue  to  increase,  as  it 
is  in  California  increasing  today  at  the 
rate  of  4,000  a  year,  as  long  as  adult 
alien  Japanese  are  allowed  to  immi- 
grate.  This  situation  is  unique  in  the 
history  of  citizenship  in  the  United 
States,  namely,  an  increasing  number 
of  aliens  ineligible  to  citizenship,  at  the 
same  time  an  increasing  number  of 
American  citizens,  the  offspring  of 
these  aliens.  This  presents  a  knotty 
problem  to  the  sociologist  and  to  the 
practical  statesman. 

The  Japanese  boys  and  girls  born  in 
this  country  are  to  a  large  extent  be- 
ing educated  in  our  American  schools 
and  the  testimony  of  many  teachers  is 
that  they  are,  on  the  whole,  as  bright 


and  quick  to  learn  as  the  average 
American  boy  or  girl.  The  complaint 
comes  from  many  quarters  that  these 
boys  and  girls  are  crowding  into  our 
schools  in  such  numbers  that  they  are 
driving  out  white  children.  On  the 
other  hand,  it  is  argued  that  this  is  one 
sure  way  not  only  of  Americanizing  the 
children  themselves  but  also  to  some 
extent  of  bringing  their  alien  parents  in 
contact  with  American  ideals  and 
principles. 

It  might  be  added  that  there  is  a 
movement  on  foot  among  those  who 
call  themselves  the  "exclusionists,"  to 
have  the  Fourteenth  Amendment  to 
the  Federal  Constitution  so  changed 
that  children  bom  in  the  United  States 
of  alien  parents,  who  themselves  are 
ineligible  to  citizenship  by  naturaliz- 
ation, would  not  be  considered  as 
American  citizens.  This  raises  an- 
other interesting  question,  namely: 
Through  how  many  generations  would 
this  remain  effective? 

Another  interesting  feature  of  the 
problem  of  American  citizenship  for 
Japanese  is  the  practice  of  Japan  with 
regard  to  children  of  her  citizens  bom 
abroad.  The  report  of  the  California 
State  Board  of  Control,  alluded  to 
above,  points  out  the  following: 

Every  Japanese,  wherever  bom,  is  a 
citizen  of  Japan  unless  expatriated.  Every 
Jai>anese  in  the  United  States,  whether 
American-bom  or  not,  is  a  citizen  of  Japan 
and  as  such  is  subject  to  military  duty  to 
Japan  from  the  age  of  seventeen  years  until 
forty  years  of  age,  unless  expatriated.  The 
American-born  Japanese  holds  dual  citizen- 
ship; first,  allegiance  to  Japan  with  compul- 
sory military  duty;  and  second,  rights  of 
citizenship  in  America.  Under  such  cir- 
cumstances, a  Japanese,  though  bom  in 
America  and  thereby  acquiring  all  the 
rights  and  privileges  of  an  American  citizen, 
owes  his  first  obligation  of  allegiance  and 
military  service  to  Japan.  It  is  contended 
by  writers  on  international  law  that  because 
our  country  is  cognizant  of  this  dual  citizen- 
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ship  with  its  requirement  of  compulsory 
military  service  to  Japan,  the  United  States, 
in  event  of  war  with  Japan,  could  not  de- 
mand military  service  from  the  American- 
bom  Japanese  but  would  be  obliged  to 
permit  tiiem  to  return  to  Japan,  there  to 
render  military  service  in  behalf  of  Japan. 
American-bom  Japanese  would  appear  to 
be  enjoying  all  the  advantages  of  American 
citizenship  without  assuming  the  most  im- 
portant responsibilities  of  such  citizenship. 
Once  a  Japanese  always  a  Japanese,  un- 
less each  individual  Japanese  renounced  al- 
legiance in  the  manner  prescribed  by  the 
Civil  Code  of  Japan  and  his  renunciation  is 
accepted  by  the  Japanese  Grovernment.  No 
matter  how  many  successive  generations  of 
American-born  Japanese  there  may  be, 
none  of  the  children  born  in  America  are 
relieved  of  allegiance  to  Japan  unless  the 
parent  has  renounced  allegiance  to  Japan 
and  had  his  renunciation  accepted  by  the 
Japanese  Government, 

While  some  of  these  points  might  be 
questioned,  an  i9iportant  principle  is 
touched  upon  in  connection  with  the 
expatriation  of  the  Japanese.  On  this 
point  the  report  quotes  from  a  letter  of 
Dr.  Charles  E.  Martin,  Lecturer  on 
International  Law,  University  of  Cali- 
fornia, dated  March  25, 1920: 

About  1917  or  1918,  the  Japanese  en- 
acted a  law  of  expatriation  by  which  the 
status  of  dual  nationality  on  the  part  of 
Japanese  residing  here  and  claiming  citizen- 
ship under  the  Fourteenth  Amendment 
could  be  brought  to  an  end.  Japanese  who 
are  native  citizens  of  the  United  States  may 


expatriate  themselves  in  two  ways: 

(1)  Before  the  age  of  15  through  a  legal 
representative: 

(2)  Between  the  ages  of  15  and  17  years, 
but  never  after  the  age  of  17,  unless  he  has 
presented  himself  for  military  duty. 

As  compared  with  the  practice  of  the 
United  States,  the  Japanese  law  is  limited 
in  its  scope.  Japan  will  relinquish  her 
jurisdiction  over  foreign-bom  Japanese, 
not  through  the  voluntary  act  of  the  indi- 
vidual but  only  through  the  permission  of 
the  home  government.  Many  countries 
hold  to  the  view  that  expatriation  is  the 
voluntary  right  of  the  individual.  Japan 
does  not  recognize  this  principle.  The 
burden  is  placed  upon  foreign-born  Ameri- 
cans to  prove  that  they  have  retained  their 
American  citizenship,  while  the  burden  is 
placed  upon  foreign-bom  Japanese  to  prove 
that  they  have  renounced  their  Japanese 
citizenship  through  means  provided  by, 
and  with  the  permission  of,  the  Japanese 
government.  In  this  way,  the  home  gov- 
ernment has  a  rigid  military  hold  on  its 
foreign-born  citizens.  ^ 

In  the  Pacific  Coast  states  the 
Japanese  problem  is  becoming  an  in- 
creasingly serious  one.  No  one  state, 
or  group  of  states,  can  hope  to  offer  a 
sane  solution  for  the  problem  because 
of  the  many  international  factors  in- 
volved in  the  situation.  The  whole 
question  must  be  handled  by  the  states 
in  cooperation  with  the  federal  govern- 
ment. In  this  direction  only  lies  the 
hope  for  a  constructive  program. 


The  Japanese  Question 

By  K.  K.  Kawakami^ 
Author  and  Newspaper  Correspondent,  San  FraDcisco,  California 


THE  peace  of  the  Pacific  can  not  be 
^maintained  by  a  mutual  policy 
of  recrimination  and  discrimination 
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among  the  Powers  bordering  upon  it. 
These  Powers  are  at  present  repre- 
sented by  Japan  in  the  East  and  by 
the  United  States  in  the  West.  The 
present  attitude  of  fault-finding  of  each 
towards  the  other  is  fraught  with 
danger,  though  it  may  not  lead  to  an 
armed   conflict. 
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The  function  of  an  international 
peacemaker  is  t9  minimize  and  tolerate, 
though  taking  full  cognizance  of, 
those  qualities  of  a  people  which  diflFer 
from  those  of  another. 

The  function  of  an  international 
trouble-maker  is  to  emphasize,  ex- 
aggerate, and  harp  upon  those  qualities 
of  a  people  which  are  dissimilar  to 
those  of  another. 

I  put  this  direct  question  to  sane 
and  sober  Americans:  Shall  America 
listen  to  the  counsels  of  the  peace- 
maker, or  heed  the  clamors  of  the 
trouble-maker?  Upon  the  answer  to 
this  question,  the  peace  of  the  Pacific 
must  to  no  small  extent  depend. 

No  one  denies  that  the  Japanese  are 
different  from  the  Americans.  Yet  we 
believe  that  this  difference  is  not  so 
great  as  to  create  an  insurmountable 
barrier  against  the  Japanese.  But  for 
the  sinister  activities  of  proverbial 
busybodies  and  politicians  and  the 
yellow  press,  the  Japanese  in  America 
can  get  along  amicably  with  Americans. 

Let  me  illustrate  this  with  a  few 
incidents  which  recently  happened  in 
California.  A  few  weeks  ago  Japanese 
farmers  at  Calexico,  in  the  Imperial 
Valley,  were  hosts  to  a  number  of 
American  business  men  and  their 
wives  at  a  banquet  at  an  American 
hotel.  The  vice  president  of  the  lead- 
ing bank  in  Calexico,  in  behalf  of  the 
guests,  thanked  the  Japanese  in  these 
words:  "I  wish  to  thank  you  for  this 
invitation,  and  I  am  glad  to  be  with 
you.  If  our  Government  is  going  to 
exclude  Japanese  from  this  country,  it 
should  also  exclude  all  other  undesir- 
able elements  of  foreign  nations." 

The  following  day  the  Calexico  post 
of  the  American  Legion,  which  tried 
hard  to  forestall  the  banquet,  came 
out  with  violent  denunciations  of  the 
Americans  who  accepted  the  Japanese 
hospitality. 

Exactly  the  same  incident  happened 


in  Lodi,  a  thriving  farming  town 
in  Central  California.  A  number  of 
Japanese  farmers  and  business  men 
asked  the  leading  Americans  of  the 
city  to  be  their  guests  at  a  dinner. 
Among  Americans  present  were  the 
Mayor  and  the  City  Attorney  of  Lodi, 
the  President  of  the  Lodi  Business 
Men's  Association,  and  bankers  and 
merchants.  Upon  the  heels  of  this 
meeting  came  a  resolution  of  the  Lodi 
post  of  the  American  Legion,  condenm- 
ing  the  American  participants  in  the 
banquet  and  declaring  "that  we  look 
with  disfavor  and  disapproval  on  any 
gathering  intended  to  promote  good 
fellowship  and  social  affiUation  be- 
tween the  Japanese  and  our  own  peo- 
ple." 

If  the  Japanese  in  California  are 
permitted  to  follow  the  natural  course, 
if  they  are  let  alone  by  agitators  and 
busybodies,  they  are  papable  of  getting 
along  harmoniously  with  the  Ameri- 
cans. We  see  American  workmen 
toiling  side  by  side  with  Japanese  on 
the  rice  fields  and  orchards,  with  no 
friction  between  them.  We  see  Ameri- 
can farmers  employing  Japanese,  and 
Japanese  farmers  employing  American 
laborers.  In  either  case  there  is  no 
trouble. 

Even  the  prejudiced  newspapers  of 
California  admit  this  to  be  a  fact  when 
they  feel  free  to  tell  the  truth.  Shortly 
before  the  present  recrudescence  of 
agitation  against  the  Japanese  the 
Monterey  Cypress  had  this  to  say: 
"It  is  a  curious  thing,  and  a  sad  com- 
mentary upon  the  attitude  of  the 
American  employer  towards  labor, 
that  American  laborers  will,  by  per- 
sonal preference,  enter  the  employ  of  a 
Japanese  orchardist  or  rancher,*  when 
the  same  opportunity  for  employment 
is  offered  by  American  ranchers  and 
orchardists." 

The  San  Jose  Mercury  reports  that 
"when  there  is  a  chance  of  getting 
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work  under  a  Japanese  the  men  here 
make  for  it  as  fast  as  they  can." 

According  to  the  Municipal  Employ- 
ment Bureau  of  San  Jos6  the  popu- 
larity of  the  Japanese  farmers  is  due  to 
the  fact  that  they  are,  as  a  rule,  con- 
siderate employers.  As  an  American 
laborer,  who  appUed  to  that  bureau  for 
a  job,  puts  it,  "the  Japanese  give  their 
farm  hands  white  sheets  and  treat 
them  like  white  men." 

It  is  but  natural  that  the  contact  of 
two  different  races  engenders  a  race 
feeling.  As  between  the  Japanese  and 
Americans,  however,  that  feeUng,  if 
not  deliberately  exploited  by  those 
with  their  own  axes  to  grind,  will 
create  no  such  wide  chasm  as  would 
baffle  the  ameliorating  processes  of 
Time  and  Nature,  because  their  social 
disadvantage  in  the  American  com- 
munity imder  normal  condition  has 
never  been  very  great. 

That  this  is  not  a  mere  assertion  has 
been  proved  by  California's  calm 
attitude  towards  the  Japanese  after 
two  years  of  continuous  vitriolic  agita- 
tion against  them.  For  more  than 
two  years  Senator  Phelan  and  his 
political  associates,  with  the  solid 
backing  of  practically  all  the  California 
press,  have  conducted  a  virulent 
propaganda  against  the  Japanese,  emr 
plo^nng  every  imaginable  means  to  in- 
cite racial  antagonism.  Mr.  Hearst's 
powerful  organs,  supported  by  a  large 
number  of  other  papers,  have  given 
unlimited  publicity  to  this  anti-Jap- 
anese propaganda.  Day  after  day, 
evening  after  evening,  these  papers 
published  editorials  and  "editorialized" 
news  items,  all  conceived  to  set  the 
public  sentiment  against  the  Japanese. 
Many  of  these  news  items  have  proved 
to  be  barefaced  falsehoods.  Up  and 
down  the  state  the  anti-Japanese 
forces  held  pubUc  meetings  and  con- 
ferences, whose  proceedings  and  deci- 
sions were  heralded  far  and  wide  by 


their  newspaper  allies.  In  a  few 
interior  towns  they  even  put  up  sinister 
placards  and  posters  announcing  "No 
more  Japanese  wanted  here"  or  "No 
Japanese  employed  here,"  which  re- 
calls to  our  minds  "No  Irish  need 
apply,"  a  sign  seen  in  the  eastern  cities 
when  Irish  immigrants  began  to  come 
to  the  Atlantic  shores  in  large  numbers. 

To  a  student  of  social  problems,  the 
exploitation  of  the  Japanese  question 
by  Pacific  Coast  newspapers  is  an 
interesting,  often  amusing,  subject  of 
study.  When  a  paper  comes  out  as  a 
crusader  against  the  Japanese,  there 
are  usually  to  be  f oimd  sinister  motives 
lurking  behind  the  campaign.  A  few 
examples  will  suflSce. 

A  daily  journal,  identified  with 
organized  labor,  sells  itself  to  capital 
in  a  strike.  The  strike  fails,  and  capi- 
tal has  no  more  use  for  the  "yellow 
sheet."  Deserted  by  capital  and 
scorned  by  labor  which  it  has  betrayed, 
the  paper  finds  itself  between  the  devil 
and  the  deep  sea.  Soon  it  starts  a 
spectacular  propaganda  against  the 
Japanese,  thus  hoping  to  regain  labor's 
favor. 

Another  newspaper  tries  to  extort  a 
handsome  sum  of  money  from  a  Japa- 
nese community.  The  Japanese  reject 
the  advance.  Soon  afterward  the 
paper  embarks  upon  a  campaign  of 
defamation  against  the  Japanese. 

As  with  newspapers,  so  with  individ- 
uals. A  Japanese  buys  a  city  home 
from  a  real  estate  agent;  whereupon 
another  agent,  who  failed  to  make  a 
deal  with  the  Japanese,  bestirs  himself 
and  spreads  the  evil  tidings  of  a 
"Japanese  invasion"  throughout  the 
city. 

Again,  two  rival  agents  try  to  sell  a 
farm  to  a  Japanese.  The  Japanese 
deals  with  one  agent,  whose  offer  is 
more  reasonable,  and  the  other  dis- 
gruntled agent  sends  for  the  leaders 
of  an  anti-Japanese  organization  and 
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holds  a  mass  meeting  to  stir  up 
animosity  towards  all  Japanese  in  the 
village. 

When  I  recall  such  stories,  of  which 
I  can  write  a  volume,  I  am  almost  in- 
clined to  lose  faith  in  the  goodness  of 
human  nature.  Surely,  you  will  begin 
to  think  that  after  all  America  is  not 
an  apotheosis  of  justice  and  himianity. 

As  for  the  motives  of  anti-Japanese 
poUticians,  I  shall  confine  myself  to 
quoting  no  less  an  authority  than 
Governor  WilUam  D.  Stephens  of 
California.  He  said  in  January  last: 
"In  my  opinion  the  present  agitation 
in  California  was  inspired  by  candidacy 
for  oflSce.  It  is  true  that  many  worthy 
citizens  have  now  allied  themselves 
with  it  with  a  laudable  purpose.  The 
fact  remains,  however,  that  the  domi- 
nant factors  in  the  movement  are 
actuated  by  their  desires  for  political 
preferment." 

The  statement  was  lengthy  and 
minced  no  words  in  admonishing 
various  political  aspirants.  And  yet 
the  same  governor  made  public,  on 
the  eve  of  the  Democratic  Convention 
in  San  Francisco,  a  lengthy  letter 
addressed  to  Secretary  of  State  Colby, 
in  which  he  practically  endorsed  most 
of  the  anti-Japanese  program  advo- 
cated by  those  poUticians  whom  he  had 
scolded  for  playing  poUtics.  The 
astute  governor  did  this,  not  because 
he  had  changed  his  mind,  but  because 
the  agitation  by  Senator  Phelan  and 
others  created  an  atmosphere  in  which 
no  politician  felt  safe  in  maintaining 
an  attitude  liable  to  be  interpreted  as 
pro-Japanese.  In  the  parlance  of  the 
political  world,  the  governor's  move 
was  a  move  to  steal  Mr.  Phelan's 
thunder. 

But  let  us  ignore  the  motive.  For 
our  present  purpose,  it  is  enough  to 
see  only  the  obvious,  and  note,  as  I 
have  noted,  how  vicious,  how  vitriolic, 
the    anti-Japanese    propaganda    has 


been.  Of  late  this  propaganda  has 
been  reenforced  by  moving  pictures 
and  novels,  evidently  inspired  by 
leaders  of  anti- Japanese  agitation. 
One  newspaper  is  publishing  a  serial, 
an  imdisguised  anti-Japanese  propa- 
ganda novel,  written  by  a  German- 
American  who  was  arrested  and  in- 
terned at  Fort  Douglas  during  the  war 
for  his  anti-American  activities. 

The  important  point,  which  I  wish 
to  drive  home  to  the  public,  is  that,  in 
spite  of  all  this  propaganda,  the  average 
Calif omian  shows  little  disposition  to 
be  excited  or  alarmed  by  the  bogie  of 
the  Japanese  menace  conjured  up  by 
agitators.  No  Japanese  has  suffered 
physical  attack  at  the  hands  of  "hood- 
lums. "  No  property  owned  by  Japa- 
nese has  been  destroyed  by  the 
"riff-raff"  elements.  Only  once  or 
twice  yellow  journals  have  reported 
alleged  cases  of  rough  treatment 
meted  out  to  the  Japanese,  but  upon 
investigation  such  reports  have  proved 
groundless  and  nothing  but  the  usual 
trick  of  newspapers  to  incite  animosity 
against  the  Japanese.  Everywhere  the 
Japanese  are  getting  along  amicably 
with  the  Americans.  Japanese  are  em- 
ploying and  being  employed  by  Am- 
ericans. Americans  are  glad  to  employ, 
and  work  for,  Japanese.  In  cafes  and 
restaurants,  at  hotels  and  theatres, 
there  is  no  disposition  to  even  dis- 
criminate against  the  Japanese.  Sen- 
ator Phelan  is  right  in  objecting  to  the 
use  of  the  word  "pogrom"  used  by 
an  ardent  defender  of  the  Japanese,  for 
there  never  has  been  even  a  hint  of 
pogrom  in  the  attitude  of  the  Cali- 
fomians  towards  the  Japanese. 

The  failure  of  anti -Japanese  propa- 
gandists to  incite  race  hatred  against 
the  Japanese  proves  two  things.  First, 
the  Japanese  have  the  innate  capacity 
to  live  harmoniously  side  by  side  with 
Americans.  Second,  with  the  growth 
ot   Japanese   immigration   effectively 
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checked  by  federal  arrangements,  the 
present  Japanese  population  and  Japa- 
nese land  holdings  constitute  no  real 
menace.  To  make  them  appear  a 
menace  by  a  campaign  of  exaggeration 
and  falsehood  is  an  affront  to  the  in- 
telligence of  the  American  people. 
Says  the  American  Conunittee  of 
Justice,  organized  in  California  to 
oppose  the  recently  adopted  Alien 
Land  Initiative  Law:  "Only  2.2  per 
cent  of  California's  total  population  is 
Japanese.  In  1919  more  white  chil- 
dren were  bom  in  California  than  all 
the  Japanese  children  bom  here  in  the 
ten  years  preceding.  We  should  not 
be  placed  in  the  ridiculous  position  of 
97.8  per  cent  of  our  population  being  in 
fear  of  2.2  per  cent.  We  would  be  con- 
fessing ourselves  weakUngs  and  fools  if 
we  were  to  think  that  our  institutions 
and  civilization  are  being  endangered 
by  the  presence  of  such  a  small  number 
of  Japanese,  imobtrusive,  law-abiding, 
minding  their  own  business,  and 
bothering  nobody.  The  State  Board 
of  Control  reports  that  Japanese 
cultivated  458,056  acres  last  year. 
California  has  an  area  of  99,617,280 
acres  of  which  about  28,000,000  is 
farm  land.  Of  this  vast  farm  land 
only  1.6  per  cent  is  cultivated  by  Japa- 
nese. Upon  this  1.6  per  cent  they 
produce  13  per  cent  of  California's 
total  food  output.  Their  produce  is 
valued  at  sixty-seven  million  dollars,  of 
which  35  per  cent  is  paid  land  owners 
as  rentals  and  45  per  cent  to  labor  as 
wages.  The  balance  of  20  per  cent  is 
the  reward  for  Japanese  tenants  and 
contractors.  The  Japanese  have  taken 
up  much  of  the  worst  land  and  made 
it  fertile,  thus  helping  to  reduce  the 
cost  of  food  for  the  city  worker.  With 
effective  restriction  of  Japanese  immi- 
gration now  being  considered  at  Wash- 
ington, there  need  be  no  fear  that  the 
small  Japanese  population  now  here 
will  ever  become  a  dominating  element. 


The  present  Japanese  population  is 
only  2.2  per  cent  of  the  total.  The 
highest  Japanese  birth-rate  is  only 
7.4  per  cent  of  the  whole  as  against 
'  90.8  per  cent  of  American  births. 
Within  a  few  years  Japanese  births 
will  become  even  less,  because  (1) 
inmiigrants,  irrespective  of  race,  have 
fewer  children  after  the  first  genera- 
tion; (2)  the  average  age  of  Japanese 
male  adults  now  here  is  about  40;  (3) 
the  abolition  of  'pictiure  marriages'  will 
make  it  more  difficult  for  Japanese  to 
marry;  (4)  the  arrivals  of  Japanese  will 
decrease  as  the  result  of  present 
diplomatic  negotiations." 

This  complacent  attitude  on  the 
part  of  Califomians  has  been  proven 
by  the  result  of  the  recent  election. 
Senator  Phelan,  the  apostle  of  anti- 
Japanism,  has  given  way  to  his  Repub- 
Ucan  opponent  by  a  diflFerence  of  70,000 
votes.  The  majority  for  the  Alien 
Land  Initiative  Law  has  been  dis- 
appointingly small  for  the  anti-Japa- 
nese leaders.  On  the  eve  of  the  elec- 
tion, it  was  generally  predicted,  by 
both  the  Japanese  and  the  Americans, 
that  the  Initiative  would  be  adopted 
by  a  majority  of  9  to  1.  But  the 
returns,  though  yet  incomplete,  have 
revealed  a  remarkable  pro-Japanese 
sentiment,  latent  or  potential  in  the 
hearts  of  the  Califomians.  Up  to 
date  5,586  electoral  precincts  out  of  a 
total  of  some  6,000  have  made  returns 
on  the  vote.  These  returns  show 
608,000  votes  for  the  anti-Japanese 
law,  and  230,000  against  it.  The 
majority  is  less  than  3  to  1. 

This  is  all  the  more  remarkable 
when  we  consider  that,  during  the 
past  two  years,  the  Japanese  were 
given  no  hearing  at  all  in  the  columns 
of  any  newspaper.  The  avenue  of 
publicity  was  completely  closed  to 
them.  We  had  no  organization  of 
Americans  to  assist  us.  We  were 
powerless  and  helpless.    We  made  no 
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attempt  to  present  our  side  before  the 
public,  for  we  knew  that  such  attempts 
were  futile.  It  was  only  during  the 
few  weeks  immediately  preceding  the 
election  that  the  Japanese  Association 
sent  out  a  few  documents,  giving 
authentic  facts  on  the  question  and 
that  a  number  of  sympathetic  Ameri-*' 
cans  began  to  realize  the  seriousness  of 
the  situation,  and  with  no  solicitation 
from  the  Japanese,  came  to  their 
assistance.  In  the  face  of  the  com- 
plete monopoly  of  the  public  ear  by 
the  other  side,  we  are  justified  in 
stating  that  the  recent  vote  has  proven 
that  the  sentiment  in  California  is  far 
from  entirely  against  the  Japanese. 
We  must  remember  that  California's 
voters  number  1,360,000,  of  which 
about  400,000  did  not  vote.  Many, 
perhaps  a  majority,  of  those  who 
failed  to  vote  were  decent,  intelligent, 
fair-minded  people,  who  were  disgusted 
with  politics  and  poUticians  and  took 
to  the  golf  links  or  went  motoring  on 
the  election  day.  Had  these  people 
exercised  their  franchise,  the  propor- 
tion of  votes  for  and  against  the 
Initiative  would  have  been  more 
favorable  to  the  Japanese. 

Some  Americans  point  to  Hawaii  as 
an  example  of  the  Orientalization  of  a 
white  man's  land,  and  sound  warning 
against  the  Ilawaiianization  of  Cali- 
fornia. With  due  respect  to  their 
intelligence,  I  am  constrained  to  say 
that  these  Americans  would  render 
their  country  a  better  service  if  they 
would  tell  the  truth  about  the  Ameri- 
can annexation  of  Hawaii.  In  the 
light  of  authentic  history  that  annexa- 
tion is  far  less  justifiable  than  the 
Japanese  annexation  of  Korea.  It 
indeed  had  no  justification  whatever, 
except  that  American  interests  wanted 
the  islands.  But  there  is  no  use  in 
discussing  history  here.  The  point  is 
that  the  growth  of  the  Hawaiian 
population  is  unique  and  abnormal, 


and  can  not  serve  as  a  basis  of  forecast 
for  any  state  on  the  continent. 

To  begin  with,  Hawaii  was  not  a 
white  man's  land.  Years  before  the 
American  annexation  of  the  islands^ 
American  capitalists  went  there  to 
develop  sugar  plantations.  As  the 
islands  were  too  far  from  the  continent, 
and  as  their  climate  was  too  hot,  these 
plantation  operators  could  not  get 
American  labor,  but  relied  upon  labor 
brought  from  the  Orient.  So  they 
brought  Japanese  laborers  by  the  ship- 
load. From  the  beginning  these  Amer- 
icans never  intended  Hawaii  to  be  a 
white  man's  land;  they  plainly  intended 
it  to  be  a  land  of  the  natives  and 
Orientals.  When  America  finally  an- 
nexed it,  practically  in  1893,  formally 
in  1897,  she  inherited  the  condi- 
tions that  had  already  been  established 
by  ceaseless  importation  of  Oriental 
labor  by  a  handful  of  Americans  who 
had  been  there  to  develop  its  sugar 
resources.  Had  America  been  in  a 
position  to  apply  to  Hawaii  the  same 
restrictive  measure  that  she  has  ap- 
plied to  continental  United  States, 
Hawaii  would  have  had  an  entirely 
different  sort  of  population. 

To  argue  from  Hawaii  to  California 
is  illogical.  Here  in  California  the 
American  population,  since  Chinese 
exclusion,  has  always  been  preponder- 
ant, and  promises  to  be  increasingly 
so.  Today  the  Japanese  population 
here  constitutes  only  2  per  cent  of  the 
total  population.  With  steady  inflow 
of  Caucasian  population  from  across 
the  Rockies,  and  with  the  increasing 
Caucasian  births  within  the  state, 
California  has  not  the  slightest  chance 
of  ever  becoming  a  second  Hawaii. 

A  significant  fact  in  the  present 
agitation  against  the  Japanese  is 
organized  labor's  apathy  towards  it. 
At  the  time  of  the  San  Francisco 
school  incident  of  fifteen  years  ago, 
organized  labor  was  the  motive  power 
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of  agitation.  In  the  movement  leading 
to  the  enactment  of  the  anti-Japanese 
land  law  of  1913,  organized  labor 
played  the  most  prominent  part.  But 
in  the  present  movement  labor  has 
been  a  follower,  not  a  leader. 

In  August  last  the  Labor  Council  of 
Stockton,  the  city  near  which  George 
Shima,  the  Japanese  ''potato  king," 
has  extensive  farms,  adopted  these 
recommendations:       ^ 

''1.  Absolute  restriction  of  all  aUen 
immigration; 

2.  No  fight  to  be  made  upon  any 
person  or  persons  who  are  legal  resi- 
dents of  the  United  States; 

3.  Organize  all  workers  who  are 
capable  of  taking  a  imion  man's  job; 

4.  We  do  not  favor  the  removal  of 
the  Oriental  from  land  to  the  indus- 
tries." 

A  similar  resolution  was  adopted 
by  the  Federated  Trades  Coimcil  of 
Sacramento,  the  city  regarded  as  the 
hotbed  of  anti-Japanese  agitation. 
In  view  of  what  trade-unions  had  said 
and  done  on  the  Japanese  question, 
these  resolutions  seem  almost  incredit- 
able,  but  they  were  passed  almost 
unanimously  in  Stockton  and  Sacra- 
mento. 

This  modification  of  attitude  on  the 
part  of  organized  labor  is  mainly  due 
to  the  fact  that  the  Japanese  no  longer 
compete  with  American  labor.  The 
Japanese  farmhands  and  domestic 
laborers  are  getting  as  much  as,  and  in 
some  cases  even  more  than,  their 
American  fellows.  Moreover,  in  the 
past  several  years  Japanese  farmers 
have  become  employers  of  American 
labor.  Thus  American  laborers  have 
come  to  know  that  the  Japanese  are 
considerate  and  generous  employers. 

Another  significant  point  is  the 
diflference  of  California's  attitude  to- 
wards the  Chinese  up  to  a  score  of 
years  ago  from  that  towards  the 
Japanese  today.    As  we  have  noted 


there  is  no  bitter  race  antagonism 
towards  the  Japanese.  This  certainly 
could  not  be  said  with  regard  to  CaU- 
fomia's  treatment  of  the  Chinese  from 
1860  to  1890. 

In  186^  the  Chinese  Six  Companies 
reported  to  the  California  Senate  that 
88  Chinese  had  been  murdered,  11  of 
them  by  tax  collectors,  but  the  report 
received  no  attention.  In  1867,  30 
Chinese  employed  in  grading  in  San 
Francisco  were  violently  attacked  by 
a  mob,  and  were  seriously  injured. 
In  those  days  it  was  a  common  sight  in 
San  Francisco  and  other  cities  to  see 
Chinese  pelted  with  stones  or  mud, 
beaten  or  kicked,  having  vegetables  or 
laimdry  stolen  from  their  baskets  and 
even  having  their  queues  cut.  On  one 
occasion  150  Chinese,  landing  from 
the  Sacramento  boat  in  San  Francisco, 
were  ruthlessly  beaten  and  robbed. 

In  July,  1877,  the  storm  of  violence 
broke  over  the  whole  city  of  San  Fran- 
cisco. At  the  first  flash  of  riots  twenty- 
five  wash  houses  were  set  on  fire.  This 
was  followed  by  an  orgy  of  outrages. 
For  months  no  Chinese  was  safe  from 
physical  assaults.  An  epidemic  of 
arson  and  robbery  swept  the  city  and 
the  surrounding  country.  In  many 
towns  Chinese  laundries  were  subjected 
to  incendiarism.  If  the  Chinese  at- 
tempted to  escape  from  burning  houses, 
they  were  invariably  beaten  and 
kicked,  often  robbed  and  shot,  and 
sometimes  compelled  to  die  in  the 
flamps.  The  Chinese  could  no  longer 
attend  safely  the  mission  schools  in  the 
cities.  Many  were  obliged  to  seek 
refuge  in  the  mountains  and  in  the 
remote  country  districts.  The  crown- 
ing outrage  was  perpetrated  in  Truckee 
in  November,  1878,  when  the  entire 
Chinese  population  of  1,000  persons 
was  ruthlessly  driven  out  of  the  town. 

What  California  said  about  the 
Chinese  was  as  vicious  as  the  physical 
injuries  which  she  inflicted  upon  them. 
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The  utterances  used  were  so  vile  that 
we  are  ashamed  to  reproduce  them 
here.  California  may  congratulate 
herself  that  she  has  spoken  no  such 
language  about  the  Japanese. 

It  has  been  the  tactics  of  the  advo- 
cates of  the  Alien  Land  Law  to  create 
the  impression  that  Japan  herself  does 
not  allow  foreigners  to  own  or  lease 
land.  As  a  conclusive  evidence  that 
foreign  residents  in  Japan  do  own  and 
lease  land,  I  present  the  following 
figures: 

1.  169  corporations,  organized  ex- 
clusively by  foreigners,  own  656 
acres,  of  which  about  164  acres 
are  farm  lands. 

2.  69  foreign  individuals,  including 
20  Americans,  own,  in  the 
names  of  Japanese,  195  acres, 
of  which  18  acres  are  farm  lands. 

3.  336  foreigners,  including  55  Amer- 
icans, hold  perpetual  leases  on 
430  acres  of  city  lots. 

4. 335     foreigners,     including     100 
Americans,    hold    superficies    on 
547  acres  of  land  of  which   52 
acres   are   farm   lands,   the   bal- 
ance   being    city    lots,    forests, 
pastures,  etc. 
True,  these  figures  show  that  foreign, 
and  especially  American,  holdings  in 
Japan  are  very  small.    But  this  is  due, 
not  to  the  impediment  of  the  law,  but  to 
the  scarcity  of  available  land,  and  the 


consequent  high  price  of  real  property. 

Under  Japan's  existing  laws,  for- 
eigners as  individuals  can  not  own 
land,  but  corporations  organized  by 
aliens  in  compliance  with  the  provi- 
sions of  the  Japanese  Commercial  Code 
can  own  land.  Again  the  Civil  Code 
of  Japan  allows  aliens  to  lease  land  of 
any  description  for  fifty  years,  and  to 
hold  the  right  of  superficies  for  un- 
limited periods.  Furthermore,  for- 
eigners in  Japan  still  enjoy  the  benefit 
of  perpetual  lease,  a  peculiar  preroga- 
tive established  in  the  days  of  ex- 
territoriality. 

Everyone  realizes  that  the  contact 
of  different  peoples  and  civilizations  is 
Uable  to  create  friction.  The  simplest 
way  to  avoid  this  friction  would  be  to 
build  a  Chinese  wall  around  each 
country,  and  return  to  the  "blessed" 
isolation  of  many  centuries  ago.  But 
it  is  now  idle  to  talk  of  such  a  plan. 
The  unalterable  fact  is  that  the  West 
has  gone  to  the  East,  and  the  East  has 
come  to  the  West.  And,  be  it  re- 
membered, it  was  the  Western  gun 
which  forced  open  the  doors  of  the 
East.  The  only  sensible  and  honor- 
able course  the  East  and  West  can 
now  follow  is  a  course  of  mutual  con- 
cession, of  mutual  tolerance,  of  "Uve 
and  let  live."  Unless  Japan  and 
America  are  willing  to  pursue  this 
course,  the  peace  of  the  Pacific  can  not 
be  maintained. 


Is  the  Japanese  Menace  in  America  a  Reality? 

By  KiicHi  K\NZAKi 

General  Secretary,  The  Japanese  Association  of  America,  San  Francisco 


IN  recent  years,  and  particularly 
during  the  past  twelve  months,  a 
very  great  deal  has  been  said  concern- 
ing a  Japanese  menace  in  America. 
Does  such  a  menace  in  fact  exist?  To 
find  the  answer  to  this  question  will  be 


the  object  of  the  discussion  that  is  to 
follow. 

First  of  all,  it  must  be  fully  recog- 
nized that  there  is  a  real  distinction 
between  the  Japanese  question  in  the 
Far  East  and  the  Japanese  question  in 
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America;  and  that  the  latter,  being 
entirely  domestic,  is  wholly  separate 
from  and  independent  of  the  former. 
Comment  on  the  aUeged  miUtaristic 
and  bureaucratic  form  of  government 
of  Japan  and  discussions  of  Japan's 
policy  toward  China  and  Korea,  the 
Shantung  and  Siberian  questions  and 
the  Korean  problem,  should  by  no 
means  include,  as  being  in  any  way 
related  to  the  Japanese  question  in 
America.  It  is  regrettable,  therefore, 
to  observe  that  the  anti-Japanese 
propagandists  have  deliberately  inter- 
mingled the  Far  Eastern  question  with 
the  domestic  one,  with  resultant  con- 
fusion and  misunderstanding.  -How- 
ever, the  student  and  the  statesman 
appreciate  that  as  these  two  questions 
are  separate  and  distinct  in  magnitude 
and  significance,  each  must  be  ap- 
proached with  a  different  attitude  and 
met  with  a  different  policy  of  solution; 
for  the  Japanese  in  America  have 
begim  to  develop  a  distinct  social 
consciousness,  and  have  conunenced 
to  solve  their  problems  here  with  the 
aid  of  the  American  people  and  in 
conformity  with  American  spirit  and 
ideals. 

Recognition  of  the  Japanese  prob- 
lem socially  and  politically  began  in 
America  about  the  year  1900.  The 
typical  attitude  of  that  day  finds  ex- 
pression in  the  retiring  message  of 
Governor  Gage  of  California,  which 
gave  warning  of  an  incoming  of  Japa- 
nese immigrants  who  were  similar  in 
the  quality  of  inferiority  with  the 
Chinese,  and  who  maintained  the  same ' 
low  standards  of  wages  and  living.  But 
that  attitude  soon  changed,  and  with 
Japan  *s  successful  emergence  from  the 
war  with  Russia,  America  commenced 
to  recognize  the  different  and  superior 
qualities  of  the  Japanese  as  compared 
to  the  Chinese.  President  Roosevelt, 
in  a  message  to  Congress,  made  special 
mention  of  this  matter,  and  although  he 


by  no  means  favored  a  rapid  mingling 
of  the  American  and  Japanese  races, 
he  remarked  the  advantages  that 
might  accrue  from  mutual  contact  and 
friendly  relations. 

Thus,  the  attitude  toward  the  Jap- 
anese has  changed  with  the  passing  of 
time,  and  since  the  new  outburst  of 
anti-Japanese  agitation,  and  particu- 
larly since  early  in  1919,  a  new  position 
has  been  taken,  namely,  that  the 
Japanese  are  uhassimilable,  and  hence, 
undesirable,  despite  their  generally 
admitted  good  qualities.  Thus  we 
find  a  lack  of  rationaUty  in  anti- 
Japanese  criticism  because  of  the 
radically  different  and  contradictory 
arguments  that  have  been  advanced. 
This  changing  and  contradictory  ten- 
dency to  a  considerable  extent  reflects 
the  superficialness  and  weakness  of  the 
argument  and  attitude  of  the  anti- 
Japanese  agitators  who,  in  their  ca- 
pricity  and  to  influence  the  indifferent 
and  uninformed  public,  have  used 
different  arguments  at  different  times 
and  for  different  occasions.  For  ul- 
terior purposes  which,  being  usually 
political,  have  been  designed  to  ad- 
vance their  own  personal  selfish  ends, 
these  individuals  have  sought  to  prej- 
udice the  public  against  the  Japanese. 
Such  being  true,  it  is  vitally  impor- 
tant that  the  arguments  of  anti-Japa- 
nese propagandists  be  carefully  ex- 
amined; and  for  the  sincere  student  of 
the  Japanese  question  a  scientific 
consideration  of  all  the  facts  must 
precede  any  final  conclusions.  In  the 
following  statement,  for  the  benefit  of 
those  who  are  honestly  interested  in 
the  Japanese  question,  I  shall  endeavor 
to  present  the  true  facts  and  treat  them 
in  a  scientific  manner. 

For  the  purpose  of  discovering  what 
the  actual  degree  of  the  so-called 
menace  may  be  I  will  treat  of  the 
population,  birth-rate  and  economic 
activities    of    the    Japanese    in    this 
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country;  and  as  two-thirds  of  all  the 
Japanese  in  continental  America  live 
in  California,  I  will  use  California  facts 
and  statistics  as  typical  of  the  whole 
situation. 

Japanese  Population 

In  an  attempt  to  prove  that  in  the 
Japanese  population  there  is  ground 
for  alarm,  much  eloquence,  great 
exaggeration  and  ridiculous  miscalcula- 
tion has  been  indulged  in,  but  when  the 
subject  receives  the  careful  analysis 
that  is  its  due,  nothing  is  found  to 
occasion  alarm.  The  census  of  1910 
gives  the  Japanese  population  of 
California  as  41,356,  and  according  to 
the  census  of  1920,  it  is  now  70,196,  an 
increase 'of  about  sixty-five  per  cent. 
Meanwhile,  the  total  population  of  the 
state  has  increased  about  fifty  per  cent, 
or  from  2,250,000,  approximately,  in 
1910,  to  3,426,000  m  1920.  It  is  true 
that  the  California  State  Board  of 
Control  has  estimated  the  present 
Japanese  population  of  the  state  as 
87,279,  but  this  is  admittedly  only  an 
estimate,  while  the  figures  of  the 
Census  Bureau  are  based  upon  actual 
and  accurate  enumeration  and  must, 
necessarily,  be  accepted  as  oflScial. 
However,  even  admitting  the  estimate 
of  the  Board  of  Control  to  be  correct, 
the  increase  of  Japanese  population  in 
CaUfornia  is  in  no  sense  alarming  for, 
with  no  abnormal  influences  at  play, 
the  total  state  population  has  increased, 
as  we  have  seen,  approximately  fifty 
per  cent  during  the  same  period.  Upon 
the  other  hand  we  find  that  abnormal 
conditions  prevailed  among  the  Jap- 
anese in  1910,  for  at  that  time  men 
above  the  age  of  maturity  greatly  pre- 
dominated, and  women  and  children 
were  comparatively  few  in  number, 
the  actual  figures  showing  that  the 
men  were  more  than  five  times  as 
numerous  as  the  women.  Since  then, 
and  up  to  the  year  1919,  approximately 


13,000  women  have  been  added,  so 
that  only  today  is  the  Japanese  popu- 
lation approaching  a  normal  condition. 
In  other  words,  the  increase  in  popula- 
tion since  1910  has  been  due  principally 
to  the  increase  of  wives,  hence,  of 
children.  With  Ji^anese  population 
approaching  a  normal  state,  and  with 
the  strict  observance  of  the  "Gentle- 
men's Agreement,*'  which  practically 
bars  any  increase  through  new  arrivab, 
growth  of  Japanese  population  will  be 
sUght  and  will  fmnish  no  just  ground 
for  fear. 

Birth-Rate 

The  high  birth-rate  among  the 
Japanese  in  California  has  furnished 
one  of  the  main  arguments  of  the 
anti-Japanese  agitators.  Mr.  V.  S. 
McClatchy,  for  example,  has  by  fool- 
ishly conceived  figures  sought  to  show 
that  a  continuance  of  the  present 
birth-rate  will  mean  that  in  the  near 
future  the  Japanese  in  California  vnil 
outnumber  the  whites.  Such  argu- 
ments, being  almost  wholly  imagina- 
tive, have  no  practical  relation  with 
actuality,  and  are  designed  only  to 
appeal  to  the  more  ignorant  masses  by 
arousing  fear  and  excitement.  Neces- 
sarily, they  are  valueless  to  the  scien- 
tific investigator.  Even  the  report  of 
the  State  Board  of  Control  which  shows 
the  Japanese  birth-rate  to  be  46.44 
and  that  of  the  whites  to  be  16.59, 
respectively,  per  thousand  population, 
has  furnished  no  scientific  basis  for 
comparison.  Such  elementary  facts  as 
sex  distribution,  marital  conditions,  age 
group  and  age  composition,  intellectual 
status  and  social  environment,  have 
not  been  supplied;  nor  has  there  been 
made  any  comparison  between  the 
birth-rate  of  the  Japanese  and  that  of 
other  immigrant  races,  or  that  obtain- 
ing among  the  whites  of  the  same  age 
group,  intellectual  status  and  financial 
condition.     It  is  obvious  that  before 
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any  authoritative  comparison  can  be 
made  the  foregoing  data  should  be 
assembled  and  carefully  examined; 
and  in  this  connection,  the  State 
Board  of  Control  virtually  disclaims 
its  own  comparison  in  the  following 
pertinent  statement: 

"K  it  were  possible  to  select,  for  more 
accurate  comparison,  those  white  married 
women  who  were  on  a  social,  economic  and 
intellectual  status  similar  to  that  of  the 
Japanese,  the  disparity  in  birth-rate  would 
undoubtedly  be  less  marked." 

But  granting  for  the  sake  of  argu- 
ment that  in  the  past  the  Japanese 
birth-rate  has  been  high,  there  is  still 
nothing  unnatural  or  abnormal  about 
it,  for  history  of  all  immigration  shows 
that  the  birth-rate  and  death-rate  of 
every  new  immigrant  group  have  at  first 
been  high,  but  that  as  prosperity  and 
higher  standards  of  hving  have  come  to 
prevail,  as  the  immigrant  group  has 
adapted  itself  to  the  new  environment 
and  different  conditions  of  life,  the 
birth-rate  has  steadily  declined.  Also, 
nearly  all  immigrants  come  from  large 
families  and  hence  their  first  generation 
is  biologically  prolific.  Furthermore, 
the  Japanese  immigration,  like  that  of 


joined  by,  their  wives.  In  this  con- 
nection, the  statistics  show  that  by  the 
end  of  1919  there  were  approximately 
10,000  more  Japanese  women  in  Cali- 
fornia than  there  were  in  1910.  In 
other  words  there  are  now  about  15,211 
Japanese  wives  here,  most  of  whom 
came  here  at  the  age  of  the  greatest 
fecundity.  Under  these  circumstances, 
a  comparatively  high  birth-rate  was 
natural  and  could  have  been  avoided 
only  by  unnatural  methods  of  birth 
control.  And  there  must  be  consid- 
ered, also,  the  influence  of  the  new 
environment,  the  different  physical, 
social  and  economic  conditions,  all 
of  which  have  made  for  an  easier  Ufe 
and  have,  therefore,  tended  to  increase 
the  birth-rate.  Even  so,  it  is  by  no 
means  as  abnormal  as  has  been  claimed, 
and  the  mendacity  of  the  frequently 
repeated  assertion  that  Japanese 
women  in  California  have  given  birth 
to  a  child  each  year,  on  the  average, 
is  estabUshed  by  the  following  table 
appearing  in  the  report  of  the  State 
Board  of  Control. 

Moreover,  a  high  birth-rate  is  not  a 
racial  trait  of  the  Japanese,  and  as 
those  in  this  country  emerge  from 
their  present  status,  as  they  are  doing 


Percentage  of  births  to  the  total  6irths 

in  California 

Year 

No.  of  Women 

Births 

Japanese 

WhUes 

1910 

6,S6^ 

719 

^.^/k 

96.13 

1915 

10,000 

8,S42 

6.95 

91.26 

1916 

11,500 

3,721 

7.35 

91.38 

1917 

13,500 

4,108 

7.87 

90.59 

1918 

14,500 

4,218 

7.54 

91.17 

1919 

15,211 

4,878 

7.82 

90.86 

aU  other  nationalities,  was  at  first 
almost  wholly  of  men  who,  having 
pioneered  in  the  new*  land  and  set  up 
homes  there,  have  sent  for,  and  been 


very  rapidly,  their  birth-rate  will 
undoubtedly  recede  to  the  normal. 
At  any  rate,  we  can  not  with  reason  or 
propriety   judge   the   future   by   the 
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past;  and  with  the  productivity  of  the 
Japanese  women  decreasing  with  their 
increasing  age,  and  with  new  arrivals 
practically  stopped  through  the  cessa- 
tion of  picture-bride  immigration,  it  is 
not  too  much  to  say  that  in  the  very 
near  future  there  will  be  a  marked 
decline  in  the  Japanese  birth-rate. 

Agricultural  Activities  of  the 
Japanese 
The  agricultural  activities  of  the 
Japanese  have  been  widely  commented 
upon  and  made  the  basis  of  an  effort 
to  prove  that  farm  land  in  California 
is  rapidly  passing  into  Japanese  owner- 
ship or  control.  The  actual  facts  in 
this  regard  are  particularly  illuminat- 
ing, serving  as  they  do  to  refute  an- 
other of  the  favorite  accusations  of  the 
anti-Japanese  agitators.  The  total 
land  area  of  California  amounts  to 
98,000,000  acres,  of  which  28,000,000 
is  farm  land.  Of  this,  the  Japanese 
own  or  are  buying  on  contract,  indi- 
vidually and  through  American-Japa- 
nese corporations,  74,769  acres,  and 
lease,  or  operate  under  crop  contracts, 
383,287  acres.  Thus  it  appears  that 
the  total  farm  land  occupied  by  the 
Japanese  is  no  more  than  1.6  per  cent 
of  the  total,  and  that  the  amount 
ovmed  by  them  and,  hence,  controlledy 
is  less  than  one-third  of  one  per  cent 
of  the  vast  farm  land  area  of  the  state, 
relatively  nothing  more  than  a  mere 
handful.  As  to  the  character  of  the 
farm  land  owned  by  the  Japanese, 
without  going  into  detail,  suffice  it  to 
say  that  it  is  rich  and  productive — ^as 
has  been  charged — but  that  it  has 
been  made  so  by  the  incessant  toil  of 
the  Japanese  who,  in  most  instances, 
took  land  either  abandoned  or  regarded 
as  practically  useless  by  others,  and 
made  it  highly  productive. 
Assimilation  and  the  Inner  Quali- 
ties OF  THE  Japanese 
In    bringing    this    discussion    to    a 


consideration  of  the  social  and  inner 
quaUties  of  the  Japanese  in  America, 
we  come  to  the  most  important  phase 
of  the  Japanese  problem,  namely,  the 
question  of  assimilation.     The  allega- 
tion that  the  Japanese  are  non-assim- 
ilable is  the  central  argument  of  all 
of  the  anti-Japanese  propagandists;  it 
is,  in  truth,  almost  their  sole  gospel. 
Nevertheless,    they    have    never    yet 
even  explained  what  it  is  that  they 
mean  by  assimilation,  nor  have  they 
given    reasons    for    their    assertions. 
Even  Governor  William  D.  Stephens, 
of  California,  in  a  recent  public  letter 
was  content  to  speak  of  the  "ethnolog- 
ical impossibility  of  assimilating  the 
Japanese  people,"  without  giving  any 
reasons  to  support  such  a  contention. 
Assimilation   may   be   defined,    for 
practical  purposes  and  without  much 
emphasis  upon  its  dogmatic  phases,  as 
that  art  or  process  by  which  one  is 
brought  into  a  resemblance,  harmony, 
conformity  or  identity  with  regard  to 
others.     More  specifically  to  our  case, 
it  means  adjustment  to  the  new  con- 
ditions and  adaptation  to  the  social, 
political,   industrial   and   cultural   in- 
stitutions, both  traditional  and  actual, 
of  America.     If  this  is  what  assimila- 
tion  really   implies,   then   the   whole 
question  boils  itself  down  to  how  far 
and  to  what  degree  the  Japanese  have 
been  and  can  be  assimilated.     Indeed; 
nothing  final  can  be  said  on  the  ques- 
tion for  it  is  one  of  relativity  not  of 
absolutism  and  a  perfect  assimilation 
can  only  be  measured  by  Father  Time. 

Physical  Assimilation 

The  whole  question  of  assimilation 
naturally  divides  into  two  phases, 
namely,  physical  and  cultural.  The 
physical  assimilation  of  any  race  is 
difficult  to  measure  or  to  definitely 
determine,  but  the  fallacy  of  such  an 
assertion  as  that  "the  Creator  made 
the  two  races  different,  and  different 
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Japanese  Children  in  Japan  and  America 
Comparative  Study  of  Weights  Between  the 
Children  of  American  Born  Japanese  and  Jap- 
anese Children  in  Japan. 
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they  will  remam,"  has  been  convinc- 
ingly demonstrated  even  by  the  Immi- 
gration Commission.  It  is  now  fully 
recognized  that  the  social,  economic 
and  i>olitical  conditions  of  America 
have  gradually  changed  the  habits, 
living  customs  and  modes  of  thought  of 
the  European  immigrants  who  thus 
become  Americans.  Even  physical 
changes  affecting  height,  weight,  the 
cephalic  index,  color  of  hair,  etc.,  have 
been  definitely  estabUshed.  These 
changes  now  are  taking  place  also 
among  the  Japanese  immigrants. 
Their  hair,  formerly  jet  black,  is  toning 
toward  the  brown  and  their  skin  is 
losing  its  darker  pigment,  while  in 
stature  and  weight  there  has  been  a 
marked    proportional   gain;    and    al- 


though there  has  been  no  such  careful 
study  as  would  permit  of  announcing 
a  final  conclusion,  certainly  it  can  be 
postively  stated  that  such  racial  differ- 
ences as  exist  between  the  Japanese 
and  the  whites,  even  if  they  do  tend  to 
discourage  a  rapid  amalgamation,  by  no 
means  prevent  even  physical  assimila- 
tion, and  that  in  this  connection  the 
Japanese  immigrants  are  in  no  different 
position  from  all  other  immigrants. 
The  charts  shown  here,  based  upon  and 
comprising  figures  obtained  from  the 
Children's  Bureau  of  the  United 
States  Department  of  Labor,  the 
Japanese  Educational  Association  of 
America,  and  the  Educational  Depart- 
ment of   the   city   of  Tokio,   Japan, 

Japanese  Children  in  Japan  and  America 
Comparative  Study  of  Heights  Between  the 

American  Bom  Japanese  Children  and  Japanese 

Children  in  Japan. 
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serve  to  graphically  portray  the  physi- 
cal changes  taking  place  in  the  Japa- 
nese in  America. 

Cultural  Assimilation 

As  to  the  cultural  assimilation  of  the 
Japanese  in  America  the  results  are 
more  thoroughly  apparent.  For  in- 
stance, take  the  American-born  Japa- 
nese children.  They  speak  English 
almost  entirely,  and  in  their  customs, 
spirit  and  mode  of  thought  are  far 
more  American  than  Japanese.  They 
have  little  desire  even  to  visit  Japan, 
for  America  is  indeed  "home"  to  them, 
and  their  love  for  America  and  ad- 
herence to  its  ideals  is  established  by 
the  eagerness  with  which  they  have 
joined  and  are  joining  the  Boy  Scouts 
of  America  and  kindred  organizations. 

During  the  Great  War  the  American- 
born  Japanese  young  men  of  the 
requisite  age  admirably  demonstrated 
that  through  them  runs  a  devout  love 
for  the  stars  and  stripes  and  America. 
Highly  encouraging  results  are  found 
also  among  the  adult  Japanese  resi- 
dents, who,  by  their  ideas — social, 
economic,  political  and  cultural — have 
demonstrated  their  complete  conver- 
sion to  the  American  ideal.  No  better 
proof  of  this  can  be  found  than  the 
almost  unvarying  tendency  of  those 
who  go  to  Japan  to  soon  become  dis- 
satisfied there  and  return  to  America, 
and  of  the  firm  determination  of  al- 
most all  of  the  parents  to  educate 
their  children  in  America  as  Americans, 
useful  for  America's  future.  Again, 
their  mode  of  living,  their  ideas,  in  fact 
their  entire  philosophy,  are  being 
Americanized  so  profoundly  that  they 
find  no  diflSculty  in  performing  their 
new  civic  duties  and  conforming  to  the 
American  legal  system.  Their  devo- 
tion to  America  is  further  evidenced 
by  the  willingness,  yes  the  eagerness, 
with  which  they  bought  their  full  quota 
of  liberty  bonds,  war  savings  stamps. 


etc.,  and  made  their  generous  contri- 
butions to  the  Red  Cross  and  other  war 
charities.  The  Japanese  are  also 
rapidly  conforming  to  the  spiritual 
ideals  of  America  for,  except  in  rare 
instances,  the  observance  of  Sunday  is 
part  of  their  life,  and  their  homes  and 
home  customs  are  rapidly  improving. 

The  foregoing  short  survey  furnishes 
generous  proof  of  cultural  assimilabil- 
ity,  and  that  the  Japanese  are  racially 
as  assimilable  as  any  other  people 
is  abundantly  evidenced  by  the  rapid- 
ity with  which  Japan  has  adopted  and 
adapted  herself  to  modem  Western 
civilization.  Asserting  that  the  Jap- 
anese are  assimilable,  that,  indeed,  they 
have  proved  it,  we  must  explain  why 
the  process  of  assimilation  has  been  so 
slow.  With  no  desire  to  deny  fault  on 
our  own  part,  it  nevertheless  must  be 
stated  that  the  main  reason  for  the 
slowness  of  the  process  is  to  be  foimd 
in  the  barriers  that  prejudice  and 
intolerance  have  set  up  against  the 
Japanese.  Social  discrimination,  such 
as  excluding  Japanese  from  certain 
residential  districts;  legal  discrimina- 
tion, such  as  the  various  land  laws  and 
the  denial  of  the  privilege  of  citizen- 
ship; the  inhibition  of  intermarriage, — 
all  these  are  barriers  that  certainly 
most  seriously  retard  the  process  of 
assimilation,  and  unless  they  are  dissi- 
pated and  the  doctrine  of  exact  equality 
is  estabUshed,  the  whole  question  of 
assimilation  will  be  difficiilt  of  per- 
manent solution.  That  the  Japanese 
are  not  really  an  undesirable  people, 
that  they  are  in  truth  worthy  to 
be  assimilated  finds  indisputable  proof 
in  the  very  statements  of  the  anti- 
Japanese  agitators  who  preface  their 
adverse  arguments  by  admitting  freely 
that  the  Japanese  are  sober,  orderly, 
peaceful,  industrious  and  enterprising, 
and  in  no  way  inferior  to  the  Caucasian 
race.  Are  these  not  desirable  quaU- 
ties?    Are  they  not  those  things  which 
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are  commonly  called  virtues?  And, 
admittedly  possessing  these  character- 
istics, are  not  the  Japanese  wholly 
worthy  of  being  assimilated?  Then 
why  not  take  a  positive  step  in  this 
direction?  Why  not  make  them  a 
desirable  integral  i>art  of  American  life 
and  transform  them  into  a  valuable 
asset  instead  of  permitting  mistreat- 
ment and  discrimination  to  make  of 
them  a  liability  to  themselves  and  to 
the  whole  American  people?  Let  ra- 
tionalism rather  than  foolish  senti- 
mentalism  rule. 

Intermarriage 

In  considering  the  important  ques- 
tion of  intermarriage  it  is  well  to 
emphasize  that,  though  closely  related, 
it  is  not  an  absolute  condition  of 
assimilation.  Beyond  doubt  there  is 
intimate  relationship  between  them, 
but  that  assimilation  is  entirely  possi- 
ble without  intermarriage  is  fully 
evidenced  by  the  Japanese  students  in 
America.  The  physical  and  mental 
characteristics  of  the  progeny  resultant 
of  intermarriage  shows  the  complete 
biological  possibiUty  of  it;  in  fact  the 
results  are  in  no  way  dissimilar  to 
those  occiuxing  from  the  ordinary 
inter-racial  marriage.  On  the  whole, 
however,  the  question  of  marriage 
between  Americans  and  Japanese  is  one 
largely  of  the  attitude  of  the  people 
directly  concerned,  and  through  social 
expediency  it  will  gradually  solve 
itself. 

Working  Hours  and  Wages 

That  the  Japanese  are  willing  to 
work  longer  hours  and  accept  lower 
wages  than  the  whites  is  by  no  means 
a  true  statement.  Figures  gathered 
in  twenty-two  counties  show  that 
while  in  some  instances  the  Japanese, 
accept  a  lower  wage,  in  others  they 
demand  a  higher  one,  and  that  the 
general  average  of  the  hour  and  wage 
scale  is  practically  the  same  between 


the  Japanese  and  the  whites  perform- 
ing the  same  kind  of  work.  In  this 
regard  there  is  oftep  a  failure  to  dis- 
tinguish between  Japanese  farm  hands, 
and  Japanese  who  own  their  own  farms 
and  who,  hke  many  American  farmers, 
work  as  long  hoiu^  as  they  desire. 

Standard  op  Living 
The  Japanese  standard  of  living, 
although  it  may  have  been  low  in  the 
past  on  account  of  economic  conditions, 
is  not  generally  so  today.  As  the 
Japanese  in  America  have  prospered 
they  have  steadily  raised  their  stand- 
ard of  living,  for  their  natural  tendency 
is  to  enjoy  life  as  much  as  possible,  and 
a  low  living  standard  is  not  a  racial 
trait.  In  other  words,  the  standard  of 
living  is  directly  connected  with  the 
earning  power  of  the  Japanese,  and  as 
the  latter  increases,  the  former  rises 
proportionately,  and  compares  more 
than  favorably  at  all  times  with  the 
standard  prevailing  among  other  immi- 
grant groups.  With  the  dissipation  of 
prejudices  and  the  removal  of  restric- 
tive and  discriminatory  environmental 
barriers,  the  Japanese  standard  of 
living  win  rise  until  it  equals  that 
obtaining  among  average  Americans. 
In  any  event  the  question  must  be 
measured  relatively,  not  positively,  and 
to  deal  justly  with  it,  comparisons,  if 
any,  should  be  made  with  the  new 
immigrant  groups  and  not  with  the 
higher  developed  and  more  refined 
peoples. 

Japanese  Language  Schools 
The  Japanese  language  schools  have 
occasioned  a  great  deal  of  misunder- 
standing and  aroused  much  adverse 
criticism:  misunderstanding  has  arisen 
because  the  pubUc  has  not  known  their 
purpose;  and  adverse  criticism,  because 
the  agitators  have  claimed  that  such 
institutions  teach  only  Japanese  ideas 
and  customs,  and  loyalty  to  the 
Empire  of  Japan.    The  real  purpose  of 
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these  schools,  however,  is  to  teach  the 
Japanese  language  to  children  who 
show  a  marked  preference  for  and 
adaptability  toward  English,  in  order 
that  the  connecting  tie  between  the 
parents  (who  naturally  have  difficulty 
in  speaking  and  understanding  Eng- 
lish) and  the  children  may  not  be 
destroyed.  Sever  this  tie,  and  the 
parent  must  suffer,  for  it  is  mainly 
through  the  child  that  he  becomes 
acquainted  with  and  agreeable  to  the 
customs  and  institutions  of  American 
life.  It  is  upon  this  basic  idea  that 
the  Japanese  language  schools  exist. 
The  fact  that  many  of  them  employ 
American  teachers  for  the  smaller 
children  and  that  they  are  revising 
their  text-books  to  conform  to  Ameri- 
can principles  furnishes  proof  that  their 
teaching  and  precepts  are  not  other 
than  loyal  to  America,  and  evidences 
the  fact  that  these  schools,  far  from 
being  a  bar,  are  of  genuine  aid  to  the 
process  of  Americanization.  The  aver- 
age attitude  of  the  Japanese  parent 
is  to  so  bring  up  his  children  so  that 
they  will  make  the  best  of  American 
citizens,  participating  in  American  life 
and  contributing  their  distinct  share  to 
this  cosmopolitan  civilization. 

Religious  Training 

The  religious  training  of  the  Japa- 
nese is  not  being  neglected,. and  in  this 
there  is  a  well-recognized  tendency 
toward  the  Christian  religion.  Bud- 
dhism being  rapidly  on  the  wane  among 
the  second  generation,  particularly. 
There  are  only  twenty-five  Buddhist 
Temples  in  all  of  continental  America, 
while  on  the  Pacific  Coast,  exclusive  of 
Canada,  there  are  sixty-one  Protes- 
tant Japanese  churches,  besides  a  num- 
ber of  Catholic  churches,  and  all  of 
them  are  gaining  in  membership  and 
strength.  Also,  few  of  the  Japanese 
bom  here  accept  other  than  the  Christ- 
ian faith. 


The  Japanese  Association  op 
America 

An  organization  that  is  devoted  to 
raising  all  of  the  standards  of  the 
Japanese  in  this  country  and  of  gen- 
uinely aiding  Americanization  is  the 
Japanese  Association  of  America  with 
headquarters  at  San  Francisco,  which 
has  been  in  existence  since  1900.  It 
has  a  membership  of  16,000  Japanese, 
all  of  whom  recognize  and  approve  the 
principles  and  purposes  of  the  organiza- 
tion. It  has  taken  the  lead  in  all 
movements  designed  to  promote  a 
better  understanding  between  the  Am- 
ericans and  the  Japanese  here,  and  to 
inculcate  in  the  hearts  and  minds  of 
the  latter  a  devotion  to  and  an  under- 
standing of  the  spirit  of  America. 

Immigration 

The  question  of  Japanese  immigra- 
tion is  one  that  should  be  considered 
carefully,  but  not  confused  with  ques- 
tions which  concern  the  treatment  and 
the  Americanization  of  the  Japanese 
already  here.  With  picture  brides 
barred  and  the  practice  of  yoshi 
adoption  discontinued,  and  with  the 
"Gentlemen's  Agreement"  functioning 
satisfactorily,  Japanese  immigration  is 
really  nothing  to  worry  over.  The 
increase  of  the  Japanese,  through 
immigration,  since  the  adoption  of  the 
"Gentlemen's  Agreement,"  has  been 
slight  and  due,  even  then,  to  the  abnor- 
mal condition  of  the  Japanese  com- 
munity. With  conditions  in  that  re- 
spect rapidly  approaching  the  normal, 
there  is  no  occasion  for  alarm.  Even 
so,  the  Japanese  people  and  the  Japa- 
nese Government  are  willing  to  make 
honest  and  reasonable  concessions  to 
the  end  that  the  immigration  problem 
may  be  solved. 

In  concluding,  let  me  say  that  if  we 
study  the  question  of  the  Japanese  in 
America  along  the  lines  of  this  discus- 
sion, the  actual  situation  will  not  be 
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found  to  constitute  a  menace  of  any 
kind  to  America;  and,  moreover,  on 
account  of  earful  regulation  of  immi- 
gration, there  is  no  possibility  of  a 
menace  ever  arising. 

In  spite  of  the  criticisms  of  the  anti- 
Japanese  agitators,  and  the  prejudices 
thereby  aroused,  the  Japanese  in 
America,  heeding  the  teachings  of  their 
leaders,  are  most  sincerely  endeavoring 
to  so  order  their  lives  as  to  conform  to 
the  economic,  social  and  spiritual  ideas 
and  institutions  of  America.  There- 
fore, the  real  and  fundamental  problem 
is  how  to  make  the  Japanese  already 
here  an  integral  part  of  American 
society.  In  this  regard,  the  attitude 
and  program  of  the  anti-Japanese 
agitators  would  furnish  nothing  that 
would  work  to  the  ultimate  good  of  the 
commonwealth.  Instead  of  such  agita- 
tion, America  should  meet  the  prob- 
lem with  an  attitude  predicated  on  the 
policy  of  how  to  Americanize  and 
assimilate  the  Japanese  that  are  here, 
so  that  they  may  not  be  left  as  a 
foreign  and  isolated  group  in  America. 


This,  of  course,  means  granting  to 
those  who  are  qualified  the  rights  and 
privileges  of  American  citizenship. 

The  Solution 

In  suggesting  a  solution  we  must 
distinguish  between  the  question  of 
future  inmiigration  and  the  matter  of 
the  treatment  of  the  Japanese  now 
here.  As  to  immigration,  it  may  be 
advisable  to  impose  further  restrictions 
either  by  revising  the  "Gentlemen's 
Agreement"  or  adopting  some  method 
similar  in  principle  to  the  Gulick  plan; 
or  the  whole  matter  might  be  left  to 
the  action  of  a  Joint  High  Commission. 
But  whatever  the  method,  it  should  be 
frank  and  friendly  and  free  from  dis- 
crimination. As  to  solving  the  ques- 
tion that  particularly  concerns  the 
Japanese  now  here,  that  can  only  be 
«done,  as  I  have  already  stated,  by 
granting  to  those  thoroughly  quali- 
fied therefor,  by  virtue  of  length 
of  residence,  character  and  education, 
the  full  rights  of  American  citizen- 
ship. 


California's  Japanese  Situation 

By  KiYO  Sue  Inui 

Assistant  Professor  of  Far  Eastern  History  and  Politics,  University  of  Southern  California 


THERE  is  an  adage,  "No  great 
loss  but  some  small  gain. "  This 
is  applicable  to  the  recent  unf  ortmiate 
anti-Japanese  agitation  of  California 
which  is  not  without  its  bright  side. 
The  anti-Asiatic  forces  are  exultant 
over  the  passage  of  their  initiative 
measure  against  the  Japanese  at  the 
November  election  by  three  to  one. 
They  say  that  this  overwhelming 
majority  will  be  an  eloquent  expression 
of  California's  determination  to  oust 
the  Japanese  from  its  sun-kissed  land. 
On  the  other  hand,  the  Japanese  and 
their  sympathizers  are  claiming  their 


moral  victory.  For,  they  assert,  they 
have  proved  by  over  250,000  to  the 
nation  and  to  the  world  that  California 
was  not  unanimous  in  her  demand  to 
rid  herself  of  the  Orientals  as  was 
claimed.  In  other  words,  there  are 
those  in  California  who  are  not  neces- 
sarily pro-Asiatics  but  are  pro-justice 
with  that  broader  vision  which  pre- 
cludes pro-right  relations  with  Asia. 

In  making  a  resume  of  California's 
Japanese  situation,  we  must  not  ignore 
a  few  salient  historical  facts.  It  was 
America  that  first  introduced  Japan  to 
the  world.    It  was  at  the  point  of  a 
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muzzle.  The  first  article  of  the  Amer- 
ican-Japanese treaty  reads  as  follows: 
"There  shall  be  a  perfect,  permanent, 
and  universal  peace  between  the  United 
States  of  America  on  the  one  part, 
and  the  Empire  of  Japan  on  the  other 
and  between  their  people,  respectively, 
without  exception  of  persons  or  places." 

It  is  also  a  well  known  fact  that  it 
was  at  the  suggestion  of  American 
sugar  interests  of  Hawaii  that  the 
Japanese  first  began  to  immigrate 
into  the  islands.  When  the  Chinese 
restriction  law  was  passed  in  1882,  the 
labor  shortage  was  felt  keenly  inside 
of  ten  years.  It  was  then  tiiat  the 
Japanese  people  commenced  to  arrive 
in  any  noticeable  numbers.  In  other 
words,  when  the  Japanese  came  the 
stage  setting  before  which  the  regret- 
table drama  of  anti-Chinese  exclusion 
was  played  was  still  in  the  foreground. 
All  arguments  propagated  and  all  ill 
feeling  fermented  were  still  in  the  air 
before  the  eyes  of  the  same  generation. 

Japan  further  appreciated  America's 
peculiar  di£Sculties  with  a  heterogene- 
ous population,  with  her  Irish  in 
Boston,  with  her  Jews  in  New  York, 
with  her  Italians  in  New  Orleans,  with 
her  Germans  in  Pennsylvania,  with 
Scandinavians  in  Minnesota  and  with 
her  Chinese  in  San  Francisco.  Japan 
further  realized  that  mass  contact 
between  any  two  peoples  was  not 
desirable,  which  was  in  line  with  the 
advice  of  Herbert  Spencer  to  a  Japa- 
nese statesman  of  note.  Just  a  glance 
at  the  history  of  Japanese  immigration 
into  this  country  in  comparison  with 
that  of  Europe  will  prove  that  fact. 

Recognizing  further  the  peculiar 
distribution  of  power  between  the 
federal  and  state  governments,  ac- 
knowledging America's  right  to  regu- 
late her  own  immigrants  within  the 
confine  of  international  courtesy  and 
amity,  thinking  that  it  was  potent  to 
the    spirit  of   international    coopera- 


tion and  friendship,  Japan  voluntarily 
promised  to  regulate  her  emigrants  in 
Japan.  This  is  called  the  "Grentle- 
men's  Agreement. " 

Both  the  Japanese  and  the  federal 
authorities  agree  that  the  agreement 
has  been  adhered  to  most  conscien- 
tiously and  eflFectively.  The  statistics 
compiled  by  the  latter  show  that  since 
the  agreement  went  into  effect  in  1908 
and  up  to  the  war  the  arrivals  of  Japa- 
nese aliens  were  a  great  deal  less  than 
their  departures. 

Year  Arrivals           Departures 

1908  9,544  4,796 

1909  2,432  5,004 

1910  2,598  5,024 

1911  4,285  5,869 

1912  5,358  5,437 

1913  6,771  5,647 

Of  course  the  war  has  made  the  im- 
migration situation  more  or  less  ab- 
normal in  conjunction  with  everything 
else.  The  year  19 14  signaled  the  great- 
est business  activities  in  the  history  of 
Japan.  Many  offidab  and  business 
men  entered  this  country.  It  is  true 
that  there  has  been  some  gradual 
increase  in  the  arrivals  of  the  laborers. 
These  were  either  returning  aliens  or 
direct  relatives  of  those  here  and  had 
proved  to  the  local  Japanese  consuls 
their  ability  to  support  their  families. 
Such  were  allowed  to  enter  this  coun- 
try by  the  "Gentlemen's  Agreement." 

Year  Laborers  Non-laborers 

1909  675        1,757 

1910  589        1,909 
'  1911  726        3,556 

1912  894        4,464 

1913  1,371  5,400 

1914  1,762  6,700 

1915  2,214  6,815 

1916  2,958  6,142 

1917  2,838  6,721 

1918  2,604  8,539 

Such  being  the  case,  the  Ji^anese 
contended  that  the  question  was  wholly 
what  to  do  with  those  already  within 
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the  jurisdiction  of  the  United  States. 
It  was  not  a  question  of  immigration, 
but  rather  decent  consideration  and 
treatment  of  those  Japanese  immi- 
grants legally  in  California. 

However,  the  recent  anti-Japanese 
agitation  in  Calif omia  was  precipitated 
by:  1.  Reaction  after  the  war;  poUti- 
cal  and  economical  unrest  caused  by 
demobilization.  2.  There  were  some 
who  sincerely  believed  that  the  "Gen- 
Uemen's  Agreement"  should  be  put  in 
the  treaty  or  placed  on  the  statute  book 
of  this  country  as  its  eflfectiveness 
depends  whoDy  upon  Japan's  willing- 
ness and  integrity.  S.  There  were 
those  poUticians  who  had  to  create 
some  sort  of  a  vehicle  upon  which  to 
ride  in  to  their  offices.  The  Japanese 
without  votes  have  been  the  most 
convenient  subject  for  notoriety  and 
demagogy  with  the  least  poUtical 
damage  to  the  agitators  themselves. 

Whatever  the  phraseology  may  be, 
the  initiative  measure  was  directed 
against  the  Japanese,  hence  the  sub- 
stance of  the  measure  may  be  sum- 
marized as  follows: 

(1)  To  prohibit  land  ownership  by  Jap- 
anese, (2)  to  prohibit  leasing  of  farm 
lands  by  Japanese,  (3)  to  prohibit  the 
acquisition  of  real  property  by  American- 
bom  Japanese  minors,  who  are  American 
citizens,  under  the  guardianship  of  their 
parents,  (4)  to  deprive  the  Japanese  par- 
ents of  their  natural  right  to  be  the  guard- 
ians of  their  minor  sons  and  daughters 
owning  real  property,  (5)  to  escheat  real 
property  to  the  state  upon  certain  jmma 
facie  presumptions,  (6)  to  prohibit  the 
Japanese  from  taking  any  interest  in  any 
company  or  corporation  owning  real  prop- 
erty. 

The  arguments  used  by  the  propo- 
nents of  the  measure  included  lies,  ru- 
mors and  facts.  Their  scope  varied 
from  attacks  and  abuse  upon  individual 
Japaneae  to  alleged  militarism  of  Japan. 
They  may  be  roughly  grouped  under 
six  heads:  1.  Inadequacy  of  the"  Gen- 


tiemen's  Agreement."  2.  High  rate 
of  increase  of  Japanese  through  natural 
births  in  this  country.  3.  The  alleged 
land  control  by  the  Japanese  and 
through  it  economic  control  of  food 
products.  4.  Duplication  of  Hawaii  in 
California.  5.  No  land  privileges  to 
Americans  in  Japan.  6.  Unassimila- 
bility  of  the  Japanese,  hence  undesira- 
biUty  of  having  Japanese  here  as  per- 
manent residents. 

The  first  group  of  arguments  as- 
sumed America's  ability  of  abiding  by 
the  "Gentiemen's  Agreement"  but 
charged  Japanese  as  violators  by  (1) 
inventing  the  system  of  "picture 
bride"  marriage,  (2)  allowing  their 
nationals  to  smuggle  into  this  country, 
(3)  resorting  to  the  system  of  adoption 
of  adult  children  with  the  intention  of 
bringing  them  into  this  country. 

The  "  Gentiemen's  Agreement " 
never  intended  to  prohibit  legal  wives 
of  those  Japanese  who  are  in  this  coim- 
try,  even  though  they  may  be  picture 
brides,  for  they  are  legal  wives  accord- 
ing to  Japanese  laws.  There  were  a 
very  few  of  these,  not  many  more  than 
5,000  all  told,  as  compared  with  the 
numbers  reported  by  the  agitators. 
Furthermore,  this  system  of  "import- 
ing" wives  was  no  new  one  among 
pioneer  peoples.  Proud  Virginians 
and  noble  Carolinians  in  their  early 
experiences  resorted  to  a  similar  pic- 
ture bride  system,  and  many  a  woman 
crossed  the  Atiantic  to  become  the 
bride  of  a  pioneer  immigrant.  How- 
ever, on  February  25,  1920,  Japan 
voluntarily  discontinued  the  practice 
of  giving  passports  to  these  women, 
which  is  termwi  by  some  one  as  the 
"ladies  agreement."  This  is  another 
proof  of  Japan's  sincere  desire  to  retain 
America's  friendship  and  avoid  fric- 
tion. 

The  Japanese  contention  regarding 
the  second  objection  raised  by  the 
proponents  of  the  initiative  land  meas- 
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ure  was  to  the  effect  that  Japan  b 
regulating  her  emigrants  at  home, 
not  only  to  United  States,  but  even  to 
other  countries  over  which  the  United 
States  has  no  jurisdiction.  There  are 
only  2,800  Japanese  in  Mexico.  It  is 
impossible  for  them  to  smuggle  into 
this  country  by  the  thousands  as  re- 
ported. As  a  matter  of  fact,  the  illegal 
entry  into  the  United  States  during 
1919  of  Mexicans  was  1,381;  English, 
188;  and  Japanese,  138.  Moreover, 
Japan  can  not  be  responsible  for  the 
integrity  of  every  Japanese  any  more 
than  America  could  be  for  her  nation- 
als. Should  a  smuggler  be  apprehended 
he  should  be  deported,  but  it  b  for  the 
United  States  to  patrol  her  border. 
This  accusation  as  well  as  the  others 
has  been  "played  up,*'  since  no  big 
smuggling  plots  have  been  actually 
revealed. 

The  third  charge  is  to  the  effect 
that  Japan  is  violating  the  "Gentle- 
men's Agreement"  by  inventing  "yo- 
shi  system"  of  adoption.  According 
to  the  agreement,  legal  children  of 
those  who  are  in  this  country  are 
entitled  to  enter  the  United  States. 
Hence,  they  charge  many  Japanese 
are  adopting  children  with  the  view  of 
bringing  them  into  this  country.  The 
fact  is,  "the  yoshi  system"  b  not  a 
new  system  nor  is  it  peculiar  to  Japan. 
It  has  been  customary  in  the  countries 
where  the  family  system  b  prevalent 
to  adopt  a  child  when  there  is  no  legal 
heir,  male  or  female.  But  this  is  con- 
fined to  the  family  where  there  is  no 
heir.  In  order  to  avoid  any  possible 
abuse  of  the  system,  the  Japanese  gov- 
ernment does  not  give  a  passport  to  an 
adopted  child  where  there  b  another 
one  in  the  family;  nor  does  she  grant 
it  to  him  unless  he  had  already  been 
regbtered  as  the  adopted  child  for  at 
least  five  years. 

The  second  of  the  main  arguments 
used   was   the   increase   of  Japanese 


childi:en  through  whom  the  agitators 
allege  the  Japanese  evade  and  control 
land.  The  alarmbts  contend  that  the 
rate  of  increase  of  the  Japanese  b  three 
times  as  great  as  the  white  population 
of  the  state.  If  the  present  rate  con- 
tinues the  Japanese  will  overrun  the 
state.  In  fifty  years  from  now  Japa- 
nese will  be  in  the  majority. 

Mathematically  figuring,  such  rea- 
soning b  correct.  But  the  Jiq)anese 
are  human.  We  must  use  sociological 
figures.  It  b  true  that  the  Ji^anese 
birth-rate  in  thb  country  b  large.  A 
Japanese  woman  gives  birth  to  a  child 
every  three  and  one-half  years,  whereas 
the  American  wife  gives  birth  to  one  in 
every  nine  years.  Why?  1.  Because 
more  than  60  per  cent  of  the  Ji^anese 
are  living  in  rural  communities  which 
usually  have  higher  rate  of  natural 
increase.  2.  Because  of  their  economic 
well-being  as  compared  with  their 
former  environment  in  Japan;  but 
this  is  universally  true  of  all  inmiigrant 
races.  3.  Because  California's  birth- 
rate is  low,  as  the  state  b  composed  of 
many  immigrants  from  the  East,  the 
majority  of  whom  come  here  to  spend 
their  lives  after  they  pass  their  middle 
age.  The  largest  percentage  of  Jiq>a- 
nese  men  in  thb  state  are  between  the 
ages  of  thirty  and  forty;  women,  be- 
tween twenty  and  thirty.  4.  Because 
they  are  young,  their  death-rate  b  very 
small,  while  the  increase  b  abnormal. 
5.  Thb  increase  will  decline;  as  time 
goes  on,  those  who  are  in  the  period  of 
reproduction  will  pass  into  another 
stage,  while  it  is  too  early  for  the  second 
generation  to  take  their  place.  As  was 
stated  before,  the  Japanese  are  human 
beings.  They  have  no  monopoly  on 
perpetual  youth.  This  accusation  and 
its  arguments  b  one  of  the  best  ex- 
amples of  the  vicious  and  malicious 
means  used  by  the  anti-Japanese  to 
villify  the  Japanese. 

The  third  main  reason  for  the  oppo- 
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sition  to  the  Japanese  has  been,  the 
alleged  "  land  control, "  "  peaceful  pene- 
tration." Now  what  are  the  facts? 
There  are  two  outstanding  features 
that  are  usually  neglected  by  the 
average  person  who  discusses  the  ques- 
tion: (1)  Negligible  amount  of  land 
owned  and  temporarily  leased  (not 
more  than  three  years  as -law  allows 
no  more)  by  the  Japanese;  and  (2) 
both  the  land  in  farms  and  improved 
areas  of  California  are  decreasing,  in 
spite  of  the  fact  that  her  population  is 
increasing. 

California's  area  is  equal  to  the  com- 
bined area  of  New  York,  Maine, 
Vermont,  New  Hampshire,  Massa- 
chusetts and  New  Jersey.  Is  California 
so  crowded  as  to  make  any  further 
legislation  or  legislation  already  made 
necessary? 


1910  is   more   than   5,490,360   acres. 

The  fourth  argument  that  Califomia 
should  not  be  made  a  second  Hawaii 
sounds  well  but  the  fact  must  be  borne 
in  mind  that  Hawaii  was  never  a  white 
man's  country.  When  Hawaii  was 
annexed  to  America  there  were  more 
Japanese  in  it  than  there  are  in  CaU- 
fornia  now.  The  conditions  are  not 
analogous. 

The  fifth  argument  is  that  Ameri- 
cans can  not  own  landi  in  Japan,  there- 
fore the  Japanese  have  no  reason  to 
ask  for  more  than  she  gives.  The 
statutes  of  Japan  do  not  discriminate 
against  Americans  as  California  does 
against  Japanese  but  states  that  no 
foreigner  can  own  land,  but  they  can 
lease  land  for  999  years  or  own  land  in 
fee  simple  by  forming  any  kind  of 
corporation. 


Land  andfanu — Califomia 

1900 

1910 

Decrease 

Amount 

Percent 

ApprnxiinAt^  land  ftrefi- 

99,617,280 
28,828,951 
11,968,837 

99,617,280 
27,981,444 
11,389,894 

897,607 
668,943 

Tj|.nd  in  farms. 

3.1 

Improved  land  in  farms 

4.8 

While  the  latest  figures  are  not  avail- 
able, both  land  in  farms  and  improved 
land  have  decreased  S.l  and  4.8  per 
cent  respectively.  According  to  the 
statistical  report  of  the  State  Board 
of  Agriculture  of  Califomia,  in  1918, 
Japanese  o\^'ned  29,000  acres  of  land 
by  individuab  and  13,000  more  through 
corporation  and  lease  427,000  acres. 
Assuming  that  there  has  been  no 
change  since  1910  in  farms  and  im- 
proved land  of  the  state,  Japanese  or 
2  per  cent  of  the  people  of  the  state 
leased  0.007  per  cent  of  her  farms  and 
improved  land  and  owned  0.00005  per 
cent  of  same.  Even  irrigated  area  or 
land  irrigable   under    the  project  of 


The  last  group  of  arguments  against 
the  Japanese  were  largely  based  upon 
the  assumption  that  Japanese  can  not 
be  assimilated  within  the  body  politics 
of  the  United  States.  If  we  summarize 
the  facts,  figures  and  opinions  that 
emanated  from  the  popular  minds,  it  is 
very  natural  that  these  contentions 
were  forwarded.  However,  a  few 
words  regarding  the  evolutionary  stages 
of  the  Japanese  attitude  toward  this 
matter,  especially  in  connection  with 
the  education  of  their  children,  may  be 
of  interest  to  the  readers. 

It  is  true  that  a  very  few  of  the 
early  Japanese  immigrants  came  here 
with  the  idea  of  settling  here  perma- 
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nently.  Hence  the  Japanese  language, 
even  history  and  geography  were 
taught  at  one  time  in  these  so-called 
schools  with  the  view  of  fitting  their 
children  to  enroll  in  their  proper  grades 
should  they  go  back  to  Japan  with 
their  parents. 

Speaking  for  the  Japanese  communi- 
ties in  general  the  second  evolutionary 
stage  soon  entered.  The  longer  they 
stayed  here  the  more  they  became  es- 
tabUshed  and  the  harder  it  became  for 
them  to  leave  their  interests  and  asso- 
ciations. Unconscious  absorption  of 
American  freedom  and  standard  of 
living  have  made  it  impossible  for 
many  of  the  Japanese,  who  went  to 
Japan  with  the  view  of  spending  their 
lives,  to  remain  there.  This  fact 
changed  the  Japanese  attitude  of  the 
education  of  the  children.  They  began 
to  teach  only  the  language  as  it  will 
be  necessary  in  whatever  life  they 
might  choose.  Roughly  speaking, 
such  has  been  the  case  for  the  last  half 
a  dozen  years.  The  third  and  last 
stage  has  come.  Now  they  feel  that 
their  children  are  Americans  and  are 
to  remain  as  such.  If  the  teaching  of 
the  Japanese  language  is  to  be  any 
burden  or  hindrance  to  Americaniza- 
tion, then  they  must  do  away  with  it 
entirely.  If  they  teach  it,  they  can 
not  teach  it  in  any  way  other  than  as  a 
foreign  language  and  not  as  a  mother 
tongue. 

Most  of  the  educated  and  Christian 
element  share  this  last  view  as  exem- 
plified by  the  resolution  adopted  on 
May  31  by  the  Japanese  ministers 
and  laymen  representing  twenty-eight 
churches  and  missions: 

We,  the  pastors  and  laymen  of  twenty- 
eight  Japanese  evangelical  churches  and 
missions  of  Southern  California,  believing 
that  no  one  can  fuUy  appreciate,  without 
acquiring  the  fimdamental  teachings  of 
Christ,  the  mighty  spirit  of  the  foundation 
of   this   nation   of   liberty,   equality  and 


humanity  which  emanated  throughout  her 
history,  do  hereby  adopt  the  following 
principles  and  policies  for  the  American- 
ization of  the  100,000  Japanese  who  are 
enjoying  peace  and  prosperity  in  this 
country: 

1.  We  who  are  in  the  United  States  are 
to  be  first  of  all  loyal  to  the  land  of  our 
adoption. 

2.  We  are' to  endeavor  to  embody  con- 
sistently in  our  daily  life  the  fundamental 
principles  and  spirit  of  the  American  Grov- 
emment  and  of  Christianity,  respecting  her 
customs  and  institutions  and  abiding  by 
the  law  of  the  land. 

8.  Having  chosen  our  life  work  here,  we 
deem  it  our  first  duty  to  promote  the  wel- 
fare of  our  adopted  country  and  contribute 
our  share  to  its  civilization.  Furthermore, 
we  will  gladly  be  regarded  as  the  forsaken 
band  by  the  country  that  gave  us  our  birth. 

4.  As  to  the  education  of  our  children, 
we  think  it  best  and  sufficient  to  give  them 
wholly  American  education,  thus  enabling 
them  to  become  loyal  and  useful  American 
citizens.  In  addition  we  desire  to  afford 
them  the  spiritual  education  based  on  the 
teachings  of  Jesus  Christ. 

In  order  to  carry  out  the  purpose  of  this 
resolution,  irrespective  of  our  religious 
affihation,  we  do  hereby  unite  and  coop- 
erate in  our  utmost  endeavor  to  American- 
ize the  Japanese  in  this  country.  We  do 
this  in  the  spirit  of  hope,  patience  and 
justice,  which  is  the  spirit  of  Christ,  whose 
followers  we  are. 

Many  questions  have  been  asked 
concerning  the  assimilability  of  the 
Japanese  in  Japan.  A  very  few  scien- 
tists have  concluded  definitely  one 
way  or  the  other.  So  far  as  the  adapta- 
bility of  the  Japanese  themselves  in 
Japan  is  concerned  a  very  few  will 
deny  it;  for  no  nation  in  the  history  of 
the  world  has  become  westernized  in 
political  organizations,  in  industrial 
systems,  in  educational  institutions 
and  in  science  both  of  war  and  peace 
much  faster  than  has  Japan. 

How  about  the  Japanese  in  this 
country?  So  far  as  the  children  who 
w^re  bom  in  this  country  are  Qon- 
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cemed  there  is  no  room  for  doubt  but 
that  they  do  become  assimilated.  It 
yet  remains  to  be  seen  so  far  as  the 
adult  Japanese  who  came  to  this 
country  after  they  attained  their 
majority  are  concerned.  That  de- 
pends to  a  great  degree  upon  the  mean- 
ing of  Americanization.  If  we  mean 
sociological  assimilation  then  we  have 
no  reason  to  regard  Japanese  in  any 
other  Ught  than  other  immigrants, 
except  that  they  have  a  greater  d^ree 
of  differences  to  overcome,  and  are 
without  ballots  or  any  direct  weapon 
for  defense  from  exploitation  by  the 
politicians  and  those  who  seek  public 
favors. 

If  we  mean  biological  assimilation 
we  have  no  conclusion  as  yet.  This 
much  we  are  sure  that  the  Japanese 
are  subject  to  the  same  law  of  evolu- 
tion and  biological  changes,  even 
without  intermixture  of  blood.  For 
instance,  the  complexion  of  the  Japa- 
nese becomes  lighter  as  he  stays  in 
this  countiy.  The  facial  expression 
changes.  This  is  especially  true  of  the 
American-bom  child,  because  of  his  free 
and  easy  mode  of  Uving — absence,  for 
instance,  of  sitting  on  the  floor. 

The  following  statistics  will  illus- 
trate the  biological  as  well  as  the 
sociological  assimilation  due  to  educa- 
tion and  environment: 


only  in  small  business  or  truck  farming, 
it  b  estimated  that  the  average  Jap- 
anese invested  $5^5  in  liberty  bonds. 
As  to  the  Red  Cross  it  is  not  far  from 
the  truth  to  say  that  in  the  first  drive 
alone  during  the  war,  one  in  every  five 
Japanese  either  took  membership  in 
the  American  Red  Cross  or  contributed 
something  toward  it.  Therefore  when 
the  final  drive  was  made  every  Japa- 
nese took  some  active  or  substantial 
interest  in  the  American  Red  Cross. 

In  conclusion :  Usual  arguments 
against  foreigners  were  applied  against 
Chinese.  Upon  arrival,  the  Japanese 
inherited  all  of  the  arguments  used 
against  the  Chinese. 

California's  feeling  toward  the  Jap- 
anese is  considerably  better  than  be- 
fore. The  relaxation  from  the  moral 
and  economic  tension  of  the  war 
that  unified  the  nation,  the  narrow 
interpretation  of  self-determination, 
the  state  and  national  policies  which 
have  a  great  bearing  upon  international 
aspects,  a  presidential  year  in  the 
state  which  holds  the  balance  of  power, 
— all  of  these  things  are  responsible 
for  the  agitation  at  this  time. 

If  we  conclude  that  the  present 
condition  and  agitation  is  a  normal 
situation  on  which  to  base  our  solution, 
we  fear  that  we  shall  build  a  house  on 
false  grounds. 


Comparative  Table  of  the  Height  and  Weight  of  Japanese  Children 


Bom  and  reared  in  America 


Bom  and  reared  in  Japan 


Age 


Height 


Weight 


Height 


.Weight 


Boys  7  yrs 
Giris"  " 
Boys  1«  " 
Giris"    " 


3.54  feet 
8.64    " 
4.88    " 
4.85    " 


42.3  pounds 

40.4  " 
65.4  " 
65.4       " 


3.52  feet 
8.48    " 
4.25    " 
4.24    " 


88.6  pounds 
87.3       " 
60.0       " 
59.5       " 


The  question  of  Japanese  loyalty 
has  been  often  discussed.  A  few  facts 
will  speak  for  themselves.  In  spite  of 
the  fact  that  the  Japanese  are  the  last 
comers  to  these  shores  and  are  engaged 


Japanese  have  not  had  normal  time 
to  prove  their  assimilability.  Hereto- 
fore patent  California  only  has  been 
heard;  latent  California  has  been 
unorganized,   though   eloquently   dis- 
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approving  agitation  and  injustice. 
About  250,000  thus  registered  their 
sentiment  against  agitation. 

When  the  real  facts  are  known  to 


the  people  of  California  they  will  act 
fairly  and  justly.  The  Japanese  seem 
to  have  confidence  in  them  and  in  the 
rest  of  the  United  States. 


The  Anti-Japanese  Question  in  California 

By  Baron  Shimpei  Goto 
Member  of  the  Diplomatic  Advisory  Council  and  Former  Minister  for  Foreign  Affairs,  Japan 


FEW  international  questions  have 
been  so  openly  laid  before  public 
attention  and  yet  so  grossly  misrepre- 
sented as  the  anti-Japanese  question 
in  California.  For  instance,  though  it 
has  commonly  been  called  the  Japanese 
immigration  question,  it  is  no  longer 
the  question  of  immigration  at  all  (that 
has  been  stopped)  but  the  question  of 
the  treatment  of  the  immigrants  that 
are  already  there.  A  question  of  this 
nature,  however,  usually  lends  itself 
to  excited  and  confused  discussions. 
In  order  to  have  a  fair  appreciation  of 
the  problem  it  is  necessary  to  disen- 
tangle the  essential  facts  and  issues 
involved  out  of  the  clouds  of  opinions. 


The  facts  are  simple  enough.  There 
are  at  present  80,000,  more  or  less, 
Japanese  in  the  state  of  California. 
Many  of  them  are  independent  farm- 
ers engaged  in  garden  and  truck-farm- 
ing. The  total  acreage  owned  by  them 
is  about  30,000,  and  that  of  the  leased 
land  330,000.  A  greater  majority 
migrates  from  place  to  place  according 
to  seasons  as  harvest  helpers.  Be- 
tween these  two  classes  the  line  is  not 
fixed.  They  constantly  change  from 
the  one  to  the  other  as  their  success 
and  failure  induce  them.  They  are 
fairly  well  scattered  over  the  state,' but 
in  such  localities  as  Sacramento  Val- 
ley, San  Gabriel  and  several  others 
where  conditions  are  especially  adapted 
to  their  work  they  are  clustered  in 
small  communities  of  their  own,  the 


appearance  of  which  can  best  be  de- 
scribed as  camps.  They  live  very 
plainly  and  work  very  industrially  and 
fulfill  a  useful  and,  I  should  say,  tdmost 
unreplaceable  function  in  the  economic 
life  of  the  state.  Their  honesty  is 
unimpeachable,  so  much  so  that  I 
often  heard  it  said  that  banks  will 
advance  them  money  on  the  conditions 
which  (if  proposed  by  Americans), 
will  be  refused.  They  are,  of  course, 
entirely  peaceful. 

The  menace  of  Hawaiianizing  Cali- 
fornia does  not  yet  exist  as  fact.  It  is 
at  most  only  a  tendency  to  be  appre- 
hended if  substantial  numbers  of  new 
immigrants  continue  to  stream  in. 
Japanese  immigrants  seem  to  be  rather 
procreative.  The  assertion,  however, 
so  frequently  made  by  agitators  that 
at  the  present  birth  ratio  the  Japanese 
of  the  state  will  outnumber  Americans 
in  seventy  years  s  an  abstract  state- 
ment based  on  imperfect  statistics, 
which  I  have  had  no  means  of  ascer- 
taining. The  reality,  however,  does 
not  give  one  the  least  impression  of 
that  sort  and,  as  the  American  public 
well  know,  most  investigators  from  the 
eastern  states  return  with  the  feeling 
that  America  can  very  well  take  care  of 
them,  if  the  number  is  not  increased  by 
a  continued  addition  of  new  immi- 
grants. As  to  the  alleged  unlawful 
entry  of  Japanese  over  the  Mexican 
borders,  it  is  generally  believed  that 
there  have  been  such  cases,  but  no 
evidence  that  it  has  been  going  on  to 
such  an  extent  as  to  add  substantially 
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to  the  Japanese  population  in  the  state 
of  California  has  ever  been  established. 
These  are  the  essential  facts  upon 
which  the  Califomian  issue  has  been 
raised.  That  issue,  stripped  of  all  its 
legal  subtleties,  is  this:  Japanese  shall 
have  no  right  to  own  or  lease  land  for 
agricultural  purposes.  The  ownership 
of  land  by  Japanese  was  prohibited  by 
the  anti-alien  land  law  of  1913,  which 
has  ever  been  a  subject  of  diplomatic 
protest  by  the  Japanese  Government. 
Meanwhile,  Japanese  have  found  a  way 
to  acquire  land,  in  spite  of  this  law,  in 
the  name  of  corporations  or  native- 
bom  minors.  The  proposed  new  le^s- 
lations  strike  at  this  practice  of  evasion 
by  prohibiting  them  to  become  mem- 
bers of  corporations  empowered  to 
acquire  and  possess  agricultural  land 
or  to  become  guardians  of  the  real 
estate  belonging  to  minors.  Further- 
more, it  deprives  them  of  the  right  to 
lease  land,  which  was  limited  to  a 
period  of  three  years  in  the  law  of  1913. 

II 

In  1913,  when  the  anti-alien  land 
law  was  enacted,  and  further  back  in 
1908  when  the  so-called  **  Gentleman's 
Agreement"  was  signed,  the  Cali- 
fomian agitators  made  much  against 
the  low  economic  status  of  the  Japa- 
nese immigrants.  They  pictured  them 
as  under-selling  white  man's  labor  and 
generally  degrading  the  social  stand- 
ards of  the  people  of  California.  It  is 
certainly  a  great  advance  that  in  the 
present  agitation  these  charges  are 
scarcely  heard.  As  a  matter  of  fact 
Japanese  are  now  earning  as  much  as, 
and  in  many  cases  more  than,  white 
laborers  in  similar  lines  of  work.  In 
these  lines  of  work  they  are  unques- 
tionably more  efficient.  Far  from  de- 
grading social  standards,  I  have  often 
heard  elderly  American  ladies  comment 
on  the  personal  tidiness  of  the  Japanese 
boys.     **It  is  a  marvel,"  they  said. 


"how  these  boys  keep  well-dressed 
with  their  limited  incomes."  During 
the  latter  part  of  the  war  when  the 
Japanese  farmers  were  specially  pros- 
perous the  number  of  those  who  came 
to  market  in  trucks  instead  of  wagons 
phenomenally  increased.  I  have  heard 
many  Americans,  in  a  good-humored 
jealousy,  speak  of  it.  Under  such 
changed  situations  the  former  argu- 
ments of  the  agitators  are  out  of  place. 
Whether  the  Japanese  question  in 
California  is  economic  or  racial  has 
long  been  a  subject  of  confused  discus- 
-sion.  Those  who  claim  it  as  a  purely 
local  issue  are  inclined  to  present  it  as 
an  economic  question.  In  this  they 
harken  to  their  sense  of  justice.  In- 
deed, if  it  is  an  economic  question 
where  the  standards  of  wages  and  liv- 
ing are  concerned,  they  can  rightly 
regard  it  as  a  local  issue.  But,  then, 
the  remedy  will  be  found  simply  in  the 
improvement  of  the  economic  status 
of  these  immigrants.  That  has  come 
with  an  unexpected  rapidity.  If  fur- 
ther improvement  is  desired,  means  are 
not  lacking;  and  given  proper  means, 
the  prospect  is  bright.  Most  Japanese 
children  study  in  American  schools  and 
their  records  stand  above  the  average 
of  American  children.  As  their  intelli- 
gence and  sentiment  grow  in  the  Amer- 
ican atmosphere,  they  naturally  turn 
away  from  soil  and  look  into  more 
varied  spheres  of  activity  than  their 
parents  ever  thought  of.  A  sad  feeling 
prevails  among  the  thinking  Japanese 
in  California  that  these  native-bom 
boys  and  girls,  losing  the  grit  and  pa- 
tience that  have  kept  their  parents 
stuck  to  soil  and  at  the  same  time 
denied  the  equal  right  with  Americans 
to  essay  higher  things,  will  sink  into 
the  status  of  the  servile  class  of  domes- 
tic and  clerical  sorts.  All  this  shows 
that  if  the  question  is  an  economic  one 
the  remedy  is  simple  and  just  what 
Japanese  desire.    The  economic  ques- 


Digitized  by 


Google 


106 


The  Annals  of  the  American  Academy 


tion  argument  and  the  discriminatory 
measures  are  plain  contradictions.  Is 
it  any  wonder  that  those  who  hold  this 
view  appear  to  Japanese  wholly  insin- 
cere? They  are  simply  evading  the 
real  issue  and  compromising  their  sense 
of  justice. 

The  real  question  is  of  more  funda- 
mental significance.  It  is  racial — 
that  is  to  say,  racial  antipathy.  Much 
of  this  racial  antipathy  is  mere  preju- 
dice. Take  for  instance  the  question 
of  assimilability.  Assimilability  may 
mean  anything  from  elevation  of  eco- 
nomic status  and  adaptation  to  new 
standards  of  civilization  to  changing 
of  the  color  of  skin.  It  is  no  fault  of 
Japanese  that  they  can  not  change 
their  color  of  skin  from  brown  to 
white;  but  in  all  other  respects  where 
assimilation  can  reasonably  be  de- 
manded of  them,  they  have  shown  the 
evidence  of  remarkable  facility.  Not 
only  has  their  economic  status  rapidly 
improved  but  in  thought  and  senti- 
ment also  they  have  become  American. 
It  is  not  uncommon  to  hear  Japanese 
parents  in  California  complain  that 
they  can  not  teach  their  children  the 
Japanese  history  or  literature  or  im- 
part to  them  any  ideas  that  they  have 
brought  from  their  old  homes.  Almost 
all  Japanese  now  domiciled  in  Cali- 
fornia have  been  there  for  more  than 
ten  years  and  are  greatly  changed 
from  what  they  were.  Visitors  from 
Japan  return  often  astonished  at  their 
change.  But  they  in  turn,  however,  are 
surprised  at  the  radical  change  that  has 
taken  place  in  their  children's  minds. 
These  boys  and  girls  are  Americans  in 
all  but  their  physical  appearance.  I 
believe  that  tie  Japanese  are  a  race 
that  is  particularly  susceptible  to  the 
influence  of  environment.  The  Japa- 
nese history  is,  in  fact,  one  long  series 
of  assimilation  of  difiFerent  civilizations. 
Even  Califomian  agitators  themselves, 
in  their  moments  of  private  reflection. 


admit  the  wonderful  power  of  adapta- 
bility of  Japanese,  although  in  public 
they  do  everything  to  prevent  the 
process  of  assimilation  from  running 
its  natural  course. 

Racial  antipathy,  however,  may  not 
be  all  prejudice.  There  may  be  in  it 
certain  desideratum  which  all  the 
reason  one  possesses  at  present  can 
not  overcome.  One  knows  that  it  is 
irrational  but  it  is  still  there  in  spite 
of  one's  reason.  Humanity  will,  no 
doubt,  conquer  it  in  the  end;  else  we 
will  not  believe  in  humanity.  But  the 
process  will  certainly  be  long,  and 
requires  the  utmost  tact  and  patience. 
Meanwhile,  it  is  a  good  worldly  wisdom 
that  friendship  shall  be  kept  at  some 
distance.  But  it  is  not  a  sound  sense 
to  complain  of  the  difficulty  of  assimi- 
lation while  doing  everything  to  pre- 
vent it.  If  your  instinct  tells  you  that 
Japanese  are  unassimilable  and  must 
be  kept  at  a  distance,  you  may  safely 
trust  to  your  instinct  without  resorting 
to  arbitrary  and  dogmatic  measures. 
Your  instinct  is  your  nature,  and  nature 
will  take  care  of  itself  and  knows  its 
purpose  better  than  you  do  your- 
self. But  whatever  your  instinct 
reveals,  yoiu'  reason  must  also  speak. 
It  must  speak,  with  all  the  authority  it 
can  conmiand,  that  we  must  be  friends 
and  fulfill  the  essential  conditions  that 
make  friendship  possible. 

Here  we  come  to  the  essence  of  the 
question.  It  is  a  question  of  treat- 
ment. Japan  is  not  sending  you  new- 
immigrants  since  you  do  not  want 
them.  She  is  not  trying  to  blend  the 
two  races,  since  its  wisdom  is  in  ques- 
tion. She  is  asking  simply  that  those 
of  her  people  who  are  already  in  Amer- 
ica shall  be  given  decent  treatment 
that  will  make  possible  the  friendship 
of  the  two  peoples. 

m 

The  Californian  agitators  can  not 
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dip  their  fingers  into  this  delicate  dish, 
like  children,  without  making  a  mess 
of  it.  Waiving  for  the  moment  more 
fundamental  problems  involved,  their 
proposed  measures  come  at  once  into 
conflict  with  the  spirit  of  the  American 
constitution  and  the  treaty  between 
the  two  countries.  It  is  not  the  pur- 
pose of  this  paper  to  go  into  the  ques- 
tion of  legal  technicahty,  but  enough 
must  be  said  to  clear  the  ground  for 
the  final  determining  issue.  The  first 
four  sections  of  the  proposed  legisla- 
tion stand  as  follows: 

Section  1.  All  aliens  eligible  to  citizen- 
ship under  the  laws  of  the  United  States 
may  acquire,  possess,  enjoy,  transmit  and 
inherit  real  property,  or  any  interest 
therein,  in  this  state,  in  the  same  manner 
and  to  the  same  extent  as  citizens  of  the 
United  States,  except  as  otherwise  provided 
by  the  laws  of  this  state. 

Section  2.  All  aliens  other  than  those 
mentioned  in  section  one  of  this  act  may 
acquire,  possess,  enjoy  and  transfer  real 
property,  or  any  interest  therein,  in  this 
state,  in  the  manner  and  to  the  extent  and 
for  the  purpose  prescribed  by  any  treaty 
now  existing  between  the  Government  of 
the  United  States  and  the  nation  or  country 
of  which  such  alien  is  a  citizen  or  subject, 
and  not  otherwise. 

Section  $.  Any  company,  association 
or  corporation  organized  under  the  laws  of 
this  or  any  other  state  or  nation,  of  which  a 
majority  of  the  members  are  aliens  other 
than  those  specified  in  section  one  of  this 
act,  or  in  which  a  majority  of  the  issued 
capital  stock  is  owned  by  such  aliens,  may 
acquire,  possess,  enjoy  and  convey  real 
property,  or  any  interest  therein,  in  this 
state,  in  the  manner  and  to  the  extent  and 
for  the  purposes  prescribed  by  any  treaty 
now  existing  between  the  Government  of 
the  United  States  and  the  nation  or  coun- 
try of  which  such  members  or  stockholders 
are  citizens  or  subjects,  and  not  otherwise. 
Hereafter  all  aliens  other  than  those  speci- 
fied in  section  one  hereof  may  become  mem- 
bers of  or  acquire  shares  of  stock  in  any 
company,  association  or  corporation  that  is 
or  may  be  authorized  to  acquire,  possess. 


enjoy  or  convey  agricultural  land,  in  the 
manner  and  to  the  extent  and  for  the  pur- 
poses prescribed  by  any  treaty  now  exist- 
ing between  the  Government  of  the  United 
States  and  the  nation  or  country  of  which 
such  alien  is  a  citizen  or  subject,  and  not 
otherwise. 

Section  4.  Hereafter  no  alien  mentioned 
in  section  two  hereof  and  no  company, 
association  or  corporation  mentioned  in 
section  three  hereof,  may  be  appointed 
guardian  of  that  portion  of  the  estate  of  a 
minor  which  consists  of  property  which 
such  alien  or  such  company,  association  or 
corporation  is  inhibited  from  acquiring, 
possessing,  enjoying  or  transferring  by 
reason  of  the  provisions  of  this  act.  The 
public  administrator  of  the  proper  county, 
or  any  other  competent  person  or  corpora- 
tion, may  be  appointed  guardian  of  the 
estate  of  a  minor  citizen  whose  parents  are 
ineligible  to  appointment  under  the  pro- 
visions of  this  section. 

The  particular  parts  of  the  constitu- 
tion and  the  treaty  brought  into  dis- 
cussion in  connection  with  the  above 
legislations  are  as  follows: 

The  fourteenth  amendment  of  the 
constitution  of  the  United  States  pro- 
vides that  "no  states  shall  make  or 
enforce  any  law  which  shall  .  .  . 
deny  to  any  person  within  its  jurisdic- 
tion the  equal  protection  of  the  laws." 

Section  1  of  the  treaty  of  1911  be- 
tween the  United  States  and  Japan 
states  that: 

The  subjects  or  citizens  of  each  of  the 
High  Contracting  Parties  shall  have  liberty 
to  enter,  travel  and  reside  in  the  territories 
of  the  other  to  carry  on  trade,  wholesale 
and  retail,  to  own  or  lease  or  occupy  houses, 
manufactories,  warehouses  and  shops,  to 
employ  agents  of  their  choice,  to  lease  land 
for  residential  or  commercial  purposes,  and 
generally  to  do  anything  incident  to]  or 
necessary  for  trade  upon  the  same  terms  as 
native  subjects  or  citizens. 

Those  who  contend  that  the  pro- 
posed measures  violate  neither  the 
constitution  nor  the  treaty  base  their 
case  on  the  absence  of  the  word  "agri- 
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cultural"  or  other  general  terms  that 
will  cover  agriculture  in  the  treaty,  and 
they  contend  that  the  "equal  protec- 
tion of  .law"  guaranteed  in  the  consti- 
tution appUes  in  this  case  only  to  the 
rights  specifically  stated  in  the  treaty. 
Those  who  hold  the  contrary  view 
argue  that  the  word  "commercial"  of 
the  treaty  implies  agriculture,  on  the 
ground  that  commerce  is  impossible 
without  production.  They  cite  also 
the  most  favored  nation  clause  in 
another  part  of  the  treaty,  which 
they  interpret  as  a  general  principle 
and  the  pervading  spirit  of  the  treaty. 
They  bring  also  the  precedent  of  the 
supreme  court  of  the  state  of  Washing- 
ton in  1907,  in  which  similar  legisla- 
tions were  declared  unconstitutional. 

It  is  not  for  me  to  say  how  the  word 
"agricultiu-al"  or  other  general  terms 
came  to  be  omitted  in  the  treaty,  and 
there  is  no  recognized  court  of  justice 
to  pronounce  judgment  on  the  case. 
But  the  significance  of  this  omission 
seems  to  be  fairly  clear.  The  treaty 
is  a  diplomatic  document  and  not  an 
ordinary  legal  one.  The  omission  was 
diplomatically  made  and  never  in- 
tended to  be  construed  in  the  narrow 
legal  sense.  If  it  means  anything 
exclusive  at  all,  it  means  that  the  ques- 
tion is  pending. 

That  is  precisely  the  point.  All  the 
negotiations  Japan  has  been  conduct- 
ing are  for  the  purpose  of  settling  this 
point,  because  on  it  is  staked  the  prin- 
ciple of  equality.  If  this  question 
were  already  settled  and  diplomatically 
admitted,  there  would  have  been  no 
need  for  the  protracted  negotiations 
now  extending  for  several  years.  It 
will  be  an  uneffaceable  blemish  in  the 
American  diplomatic  history  if  all 
these  negotiations,  which  have  every 
reason  to  arrive  at  a  rational  solution, 
be  allowed  to  be  broken  by  the  off- 
hand manner  of  the  Califomian  agita- 
tors.   Their  supposed  legal  interpreta- 


tions, therefore,  completely  miss  the 
mark.  Like  the  economic-question 
argument  it  is  a  deliberate  attempt  to 
get  round  the  vital  point.  Japanese 
do  not  want  to  make  verbal  travesties 
of  their  innate  sense  of  justice  and 
fair  play,  for  which  they  are  fighting. 

IV 

Some  future  historian  will  probably 
record  the  Califomian  agitation  as  an 
unfortunate  incident  in  the  westward 
march  of  the  American  civilization 
with  its  outposts  now  extended  to  the 
other  side  of  the  Pacific.  Thirty  years 
ago  when  the  stream  of  the  Japanese 
inunigrants  began  to  pour  into  the 
Golden  Gate,  America  welcomed  it 
with  a  true  Whitman  spirit,  "I  am 
large;  I  contain  multitude."  The  proc- 
ess has  since  been  reversed.  The 
stream  of  oriental  immigrants  has  not 
only  been  checked  but  a  counter 
stream  has  begim  to  flow — ^I  mean 
the  American  capitalist  influence  with 
missionaries  and  publicists  as  its  van- 
guards. No  hostile  criticism  is  im- 
plied in  this  statement.  Both  Japan 
and  China  have  needed  that  influence 
and  are  benefited  by  it,  as  their  inuni- 
grants in  their  humble  way  benefited 
America.  What  is  suggested  is  this: 
It  is  not, a  comfortable  thought  for  us 
to  see  ourselves  thrown  down  and 
cowed  on  the  one  side  of  the  Pacific 
and  watched  and  bullied  on  the  other. 
On  the  Pacific  slope  we  painfully 
looked  up  from  below,  but  in  America 
we  are  lorded  over.  For  the  moment  I 
am  chiefly  speaking  of  China,  where 
Americans  can  not  only  own  and  lease 
land  but  build  railways  and  secure 
concessions  with  patronizing  airs. 
Perhaps  that  may  be  the  way  China 
can  be  developed  and  it  may  idti- 
mately  be  for  her  own  good.  In  any 
case,  she  has  to  blame  herself  for  her 
present  predicament;  but  it  is  hard  for 
us  Japanese,  watching  this  plight  of 
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our  neighbor  from  aside,  to  reconcile  to 
the  thought  that  we  ourselves  have 
been  threatened  with  the  same  fate 
on  the  other  side  of  the  Pacific — and 
that  after  we  are  given  all  the  credit 
for  our  virtues,  intelligence  and  civih- 
zation. 

Nor  is  this  all.  The  interference  of 
American  agitators  concerning  the 
a£Fairs  of  the  Far  East  has  frequently 
been  the  cause  of  no  small,  irritation 
to  us.  We  have  recently  had  a  series 
of  it;  the  Shantung  question,  the 
SaghaUen  question,  and  the  cable 
problem,  to  mention  only  a  few  con- 
spicuous instances,  and  speak  of  noth- 
ing about  the  discourteous  propaganda 
indulged  in  by  some  Americans  in  the 
Far  East.  In  all  such  questions  Amer- 
ica is  applying  to  us  the  most  perfect 
and  saintly  canons  of  international 
dealings,  which  are  observed  nowhere 
else  in  this  troubled  world  and  which 
America  herself  failed  to  observe  in 
almost  everything  that  concerns  her. 
It  is  a  curious  reflection  of  the  egoistic 
psychology  of  a  nation  that  American 
agitators,  who  have  said  so  much 
about  the  Hawaiianizing  menace  of 
California,  have  said  not  a  word  about 
the  Hawaiianizing  menace  that  exists 
in  its  reverse  form  in  the  Far  East 
much  more  potently.  And  yet  we  do 
not  think  of  discriminating  against 
America,  because  we  feel  that  after 
all  that  is  the  way  humanity  mingle 
and  civilization  advances.  But  you 
can  not  expect  that  Japanese  will  think 
of  the  Califomian  question  dissociated 
from  these  considerations. 

At  bottom,  the  Californian  ques- 
tion is,  then,  one  of  principle.  Nothing 
less  than  the  principle  of  equality  is 
concerned,  and  no  other  solution  than 
the  one  that  will  preserve  this  principle 
in  its  essential  features  will  satisfy  us. 
It  must,  however,  be  remembered  that 
it  is  not  the  intention  of  Japan  to  send 
more  immigrants  to  America.     Not 


only  has  Japan  actually  stopped  the 
stream  of  new  immigrants  since  the 
"Gentlemen's  Agreement,"  but  she 
has  realized  that  it  is  not  to  her  best 
interest  to  have  too  large  a  number  of 
her  race  left  adrift  on  the  Pacific  coast. 
Her  surplus  population  can  more  con- 
veniently be  taken  care  of  in  the  East, 
where  it  will  do  a  permanent  good. 
We  are  not,  therefore,  pressing  for 
uncompromising  application  of  the 
principle  of  equality  in  all  its  practical 
implications.  We  are  simply  asking 
that  those  of  our  race  who  are  already 
there  shall  be  decently  treated  and 
that  no  discriminatory  legislations  that 
violate  the  principle  shall  be  enacted. 
We  know  that  the  road  to  freedom  is 
long  and  much  tact  and  patience  is 
necessary  to  travel  on  that  road.  We 
will  on  our  part  do  all  that  is  necessary 
from  the  point  of  view  of  practical 
expediency,  but  we  can  not  sacrifice 
the  principle  itself.  The  essential 
features  of  the  principle  must  be  pre- 
served for  the  sake  of  the  humanity  of 
the  world,  if  for  no  other  purpose. 

I  can  not  refrain  from  reminding 
readers  of  the  sanity  of  the  "Gentle- 
men's Agreement."  As  a  practical 
policy,  the  Califomian  problem  is 
essentially  a  diplomatic  one  and  can  be 
dealt  with  satisfactorily  in  no  other 
spirit  than  that  of  the  "Gentlemen's 
Agreement."  With  a  proper  precau- 
tion it  can  safely  be  left  to  natural  solu- 
tion. Unassimilable  elements,  after 
they  have  performed  their  useful  func- 
tion, will  eventually  return  home,  and 
the  native-born  minors,  given  legiti- 
mate opportunities,  will  shift  for  them- 
selves. I  recall  the  impression  I  had  a 
few  years  ago  in  the  course  of  conver- 
sation with  a  certain  prominent  Jap- 
anese in  California.  He  spoke  en- 
couragingly about  the  prospect  of 
these  boys  going  to  east  and  South 
America  as  vanguards  of  the  American 
business  in  these  directions.     It  will 
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be  a  graceful  irony  of  fate  if  America 
educates  them,  uses  them,  and  sends 
them  back  in  that  capacity.     After 


all,  God  is  great  and  His  resourceful 
work  can  not  be  limited  by  a  short- 
spanned  vision  of  men. 


Hawaii's  Experience  with  the  Japanese 


By  DOREBfUS  SCUDDER^ 
Boston,  Biaflsadmaetts 


IN  1902-1903  while  in  Japan  furbish- 
ing my  scanty  knowledge  of  the 
Japanese  language  and  getting  in  touch 
with  conditions  that  influenced  the 
movement  of  immigration  to  Hawaii 
and  to  the  mainland  of  the  United 
States,  finding  myself  in  Shibata,  a 
town  in  the  prefecture  of  Niigata  where 
years  before  I  had  served  as  a  mission- 
ary, I  was  surprised  by  a  number  of 
country  folk  calling  upon  me  to  carry 
personal  messages  of  some  importance 
to  their  relatives  in  the  Hawaiian 
Islands.  This  led  in  time  to  an  ar- 
rangement with  the  Home  Depart- 
ment of  the  Japanese  Government  by 
which  I  toured  under  official  super- 
vision parts  of  the  seven  prefectures, 
whence  the  largest  number  of  emigrants 
had  set  forth  and  gathered  in  writing 
something  over  3,300  separate  mes- 
sages from  the  home  folk  to  their 
oversea  relatives.  When  I  returned  to 
Hawaii  in  1903  to  take  up  religious 
work  among  Japanese  there,  and  short- 
ly thereafter  to  succeed  to  the  position 
of  General  Superintendent  and  Secre- 
tary of  the  Hawaiian  Board  of  Mis- 
sions, I  visited  all  but  one  of  the  Island 
sugar  plantations — the  exception  being 
a  very  small  affair  since  discontinued — 
and  succeeded  in  delivering  a  little 
more  than  one-third  of  these  messages, 
the  other  two-thirds  representing  Jap- 
anese who  had  gone  to  the  American 
mainland   or  died   or  changed   their 

1  Former  Editor  of:  The  Friend,  Honolulu. 
Author  of  Our  Ckildren  far  Chfiet  (1899),  Ths 
Paeeumfor  ReaHiy  (1910).— The  Edftob. 


names.  This  experience  brought  me 
into  closest  touch  with  industrial  con- 
ditions in  the  Islands  and  with  the  in- 
side of  the  entire  question  of  Japanese 
immigration. 

In  considering  any  industrial  phase 
of  Hawaii's  life,  the  climate  which 
irresistibly  solicits  to  out-of-doors 
must  be  kept  in  mind.  Hence,  al- 
though in  1903  housing  conditions  for 
Oriental  laborers  were  in  not  a  few 
plantations  atrocious  from  a  mainland 
point  of  view,  they  were  not  nearly  as 
bad  as  they  looked.  The  old  time  con- 
tract labor  system  which  cursed  Hawaii 
up  to  annexation,,  while  no  longer  in 
force,  had  left  survivals  in  the  shape  of 
a  few  unsocial  if  not  cruel  field  bosses 
and  in  some  places  an  atmosphere  of 
coercion;  but  these  soon  disappeared 
under  the  influence  of  the  American 
spirit.  These  reminiscences  of  past 
abuses  occasioned  here  and  there  a 
local  strike  but  without  violence  or 
destruction  of  property  and  quietly 
ended  through  the  reasonableness  of 
Island  capital. 

Larger  opportunities  for  amassing 
what  to  Japanese  farm  laborers  seemed 
a  fortime  were  in  1903  and  subsequent 
years  luring  thousands  from  Hawaii 
to  California.  That  was  the  day  of 
somewhat  unscrupulous  and  often 
grafting  emigration  companies  which 
sprang  up  by  the  dozen  in  various 
parts  of  Japan,  and  won  a  golden  har- 
vest for  their  promoters.  Hearsay 
affirmed  that  some  of  these  were  not 
averse  to  the  practice  of  reaping  a  crop 
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of  fees  from  emigrants  by  persuading 
them  to  go  to  Hawaii  and  then  secur- 
ing another  by  enticing  them  farther 
east.    When,  however,  the  San  Fran- 
cisco school  agitation  over  the  Japa- 
nese arose  in  1906  and  finally  issued  in 
the  "Gentlemen's  Agreement,"  these 
exploiting  emigration  companies  lapsed 
and  Ji^anese,  passported  to  Hawaii, 
were  no  longer  able  to  enter  Califomia. 
There  have  been  two  major  strike 
movements  among  Japanese  workmen 
in  Hawaii,  one  in  1909  and  the  other  in 
1920.    Both  were  conspicuously  peace- 
ful.    When  it  is  borne  in  mind  that 
millions  of  doUars  of  damage  might 
easily  have  been  wrought  by  these 
plantation  hands  by  setting  fire  to 
cane  fields,  the  pacific  conduct  and  self- 
control  of  Oriental  workmen  in  times 
of  labor  disputes  in  Hawaii  is  all  the 
more  noteworthy.    Both  strikes  were 
as  a  matter  of  course  charged  by  capi- 
tal to  labor  agitators.   But  the  agitator 
is  powerless  without  a  grievance.    In 
the  earher  of  these  two  disputes  the 
Ji^anese  struck  for  wages  equal  to 
that  piud  to  Portuguese  for  the  same 
work.    Portuguese,  being  whites,  were 
pdd  on  what  might  be  caUed  a  white 
standard  and  Japanese  on  an  Oriental 
standard.    The  strike  was  lost  but  the 
plantations  promptly  set  to  work  to 
devise    wage    scales    which    included 
bonuses  in  proportion  to  the  seUing 
price  of  sugar,  and  to  extend  the  letting 
out  of  field  work  and  in  some  cases  of 
mill  work  by  contract,  both  of  which 
ensured  far  larger  financial  returns  to 
the  workmen.     They  also  began  to 
give    most    inteUigent    attention    to 
proper  housing,  to  measures  of  hygiene 
and  to  the  addition  of  welfare  features 
cdculated   to   make   the   lot   of  the 
plantation  laborer  desirable.    In  effect, 
therefore,  the  strike  was  a  victory  for 
labor  as  it  started  the  leading  planta^ 
tions  upon  a  new  and  highly  commend- 
able road  toward  the  goal  of  a  unity  of 


interests  on  the  part  of  both  capital  and 
labor  in  the  Islands. 

In  my  round  of  the  plantations  in 
190S-1904  I  found  very  few  Japanese 
who  really  planned  to  make  Hawaii 
their  permanent  home.  Almost  all  who 
could  do  so  sent  their  children  to 
Japan  for  education.  The  outlook  of 
these  laborers  was  typically  Japanese. 
Their  Buddhist  temples  were  frankly 
centers  of  Nipponese  influence,  aiming 
in  every  way  to  maintain  and  cultivate 
Yamato  Damashii.^  A  number  of 
famiUes  with  many  children,  however, 
sadly  confessed  to  me  that  hope  of  re- 
turning to  their  native  land  was  for- 
lorn indeed,  as  wages  just  enabled  them 
to  keep  all  mouths  filled  and  left  no 
margin  for  the  expense  of  getting  home, 
let  alone  savings  for  support  after 
reaching  there. 

With  the  years  a  changed  sentiment 
grew  into  power  unconsciously.  This 
was  due  in  very  large  part,  I  have  Uttle 
doubt,  to  the  leaven  of  Christian  teach- 
ing which  included  the  propaganda  of 
loyalty  to  the  nation  in  which  an  ever- 
increasing  number  of  Japanese  were 
perforce  certain  to  make  their  perma- 
nent home.  Besides  this  propaganda 
which  was  steadily  pushed  by  Christian 
Japanese  evangelists,  after  1906  publi- 
cists in  Japan  itself,  sensing  the  danger 
to  peaceful  Japan-American  relations 
that  might  be  caused  by  a  large  group 
of  people  in  Hawaii  alien  at  heart,  set 
themselves  to  iirge  their  countrymen  in 
the  Islands  to  cultivate  Americanism 
and  fit  themselves  and  their  children 
to  become  loyal  citizens  of  the  Repub- 
Uc.  To  this  end  some  of  the  ablest  men 
in  Japan,  including  the  Head  of  the 
Nishi  Hongwanji  sect  of  Buddhists,  the 
most  popular  denomination  of  that 
reh^on  in  Hawaii,  visited  the  Islands 
and  addressed  vast  audiences  enforc- 
ing this  message  with  all  the  eloquence 

>  The  spirit  of  Yamato  or  of  the  very  heart  of 
Japan. 
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at  their  command  and  with  pertinent 
historic  allusions  so  forceful  to  the 
Japanese  mind.  This  movement  fell 
naturally  in  with  the  well-nigh  irre- 
sistible influence  which  is  exerted  by 
America  upon  immigrants  of  all  races 
and  which  wooes  them  to  surrender  all 
thought  of  returning  to  their  country 
and  to  make  America  their  real  home- 
land. Hawaii  excells  the  mainland  in 
creating  this  influence.  By  1910  this 
sentiment  "Stay  in  America  and  make 
it  your  country"  had  become  domi- 
nant among  Japanese  in  the  Islands. 
Children  were  increasingly  kept  by 
their  parents  and  educated  for  Ameri- 
can life. 

This  campaign  to  lead  Island  Japa- 
nese to  become  Americans  at  heart, 
synchronous  with  the  growing  confes- 
sion by  capital  of  the  soUdarity  of  its 
own  and  labor's  interests,  a  confession 
expressed  in  deeds  not  words,  was 
pushed  still  farther  after  CaUfomia's 
unfortunate  anti-Japanese  legislation 
of  1913.  The  opening  of  the  Great 
War  only  increased  the  volimie  of  this 
movement.  By  1915  definite  plans  for 
Americanizing  not  only  Island  Japa- 
nese but  also  all  other  aliens,  as  well  as 
for  fostering  a  more  intelligent  citizen- 
ship among  native  bom,  were  instituted 
and  put  into  effect.  To  these  the  Jap- 
anese responded  well.  When  the 
Hawaiian  National  Guard  was  en- 
larged young  Japanese  enlisted  and 
the  tide  of  loyalty  rose  very  high. 

America's  entrance  into  the  war 
brought  to  the  Islands  as  well  as  to 
other  parts  of  the  United  States  not  only 
intensification  of  nationaUstic  spirit 
but  also  the  fierce  intolerance  which 
culminated  in  the  enactment  by  Con- 
gress of  the  Sedition  Law.  Hawaii  has 
ever  since  its  entrance  into  the  Union 
been  more  glowingly  loyal  than  the 
mainland.  More  than  a  year  after  the 
war  ended  its  Yale  men  voted  with  but 
two  protesting  voices  against  the  use 


of  the  most  popular  song  of  the  college, 
because  it  was  married  to  German  music 
— a  unique  majority  among  Yale 
alumni  and  thoroughly  characteristic 
of  Island  spirit.  While  no  part  of  the 
population  was  more  loyal  to  the  na- 
tion during  the  great  struggle  than  the 
Japanese,  it  was  inevitable  that  the 
narrowness  of  the  nationalistic  spirit 
evoked  by  the  war  would  if  imcom- 
batted  finally  rouse  itself  against  the 
large  number  of  Japanese,  who  by  the 
terms  of  law  interpreted  by  the  Fed- 
eral District  Court  in  Honolulu  were 
incapable  of  becoming  full  American 
citizens. 

Over  in  California  this  sentiment  of 
opposition  was  being  pushed  again  to 
the  extreme  by  the  group  whose  unit 
may  well  be  called  the  professional 
Japanese  hater.  Every  advantage  was 
taken  of  the  nationaUstic  wave  by  this 
coterie  and  the  campaign  there  was  in 
full  career  as  soon  as  the  armistice  gave 
the  people  a  pause  from  war  enthusiasm 
to  make  plans  for  this  allied  species  of 
martial  spirit.  In  the  absence  of  a 
united  Christian  protest  to  this  mani- 
festation of  race  prejudice,  the  pendu- 
lum of  public  opinion  swung  over  to 
the  Umit  registered  in  the  election  of 
November,  1920. 

Unfortunately  for  Hawaii  the  two 
experienced  editors  of  its  leading  daihes 
left  the  Territory  during  the  war  for 
service,  one  in  Japan  and  the  other 
under  the  American  Red  Cross  in  Si- 
beria, and  their  places  fell  to  men  in 
sympathy  with  anti-Japanese  agita- 
tion. At  once  the  friendly  tone  which 
had  characterized  these  journals  so 
long  that  it  had  become  a  cherished 
tradition  was  abandoned,  and  every 
possible  chance  seemed  to  be  taken  to 
antagonize  and  nag  |[the  Japanese 
people. 

The  Buddhist  school  situation  of- 
fered a  very  convenient  and  inevitable 
opportunity.     As  far  back  as  1904  it 
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became  clear  to  those  in  close  touch 
with  the  situation  that  the  Buddhist 
schools  were  a  menace  to  the  higher 
interests  of  the  Territory.  It  was  nat- 
ural and  deserved  nothing  but  praise 
that  the  reUgious  leaders  of  the  Japan- 
ese should  be  solicitous  for  the  interests 
of  their  countrymen  transplanted  from 
the  homeland  to  far-off  Hawaii  and  de- 
prived of  the  restraints  of  old  time  cus- 
toms. Hence  several  sects  of  Bud- 
dhists sent  priests  oversea  to  care  for 
their  parishioners.  If  ihe  Japanese 
had  bc«n  suffered  at  their  own  expense 
to  maintain  their  religious  institutions 
the  results  would  have  been  far  health- 
ier, but  a  number  of  the  best  planta- 
tions built  temples  for  the  Buddhist 
sects  and  on  occasion  subsidized  the 
clergy.  When  it  was  proposed  to  open 
schools  to  teach  Japanese  children  the 
language  of  their  parents,  using  hours 
before  and  after  pubhc  school  sessions, 
the  Buddhists  pressed  into  the  move- 
ment and  too  often  encouraged  by  the 
financial  support  of  the  plantation 
managers  erected  schools  under  their 
own  management  to  help  supply  the 
demand.  These  Buddhist  schools  from 
the  first  were  centers  of  pro-Japanese 
and  often  of  anti-American  infiuence. 
It  was  carefully  and  repeatedly  pointed 
out  by  the  leaders  of  Christian  work  in 
Hawaii  that  this  policy  of  subsidizing 
Buddhist  temples  and  schools  was 
unwise  but  plantation  managers  were 
deaf  to  all  warnings. 

Finally  the  progressive  Japanese 
themselves  recognized  the  danger  in 
these  Buddhist  institutions  and  loyal 
to  America  began  to  establish  inde- 
pendent non-religious  schools  to  enable 
their  children  to  use  both  English  and 
Japanese  and  thus  to  function  more 
largely  in  the  inevitably  developing 
relationships  between  America  and 
Japan.  In  order  to  counteract  the 
pernicious  infiuence  of  these  Buddhist 
institutions  the  Hawaiian  Board  had 


encouraged  its  Japanese  evangelists  to 
maintain  schools  for  teaching  Japanese, 
but  as  soon  as  this  independent  non- 
reUgious  movement  began  actually  to 
function,  the  Board  threw  all  its  infiu- 
ence in  its  favor  and  the  Christian 
Japanese  united  with  the  supporters  of 
these  schools  in  an  endeavor  to  lead 
the  Buddhists  to  come  into  the  combi- 
nation. By  this  time  Buddhist  inter- 
ests had  become  vested  and  temple 
positions  very  valuable  financially,  so 
that  this  endeavor  failed. 

Inevitably  the  existence  of  these 
schools  teaching  Japanese  and  espe- 
cially the  leaning  of  the  Buddhist  insti- 
tutions towards  Japan  offered  a  golden 
opportunity  to  the  exaggerated  nation- 
idistic  spirit  that  followed  the  war. 
The  newspapers  raised  the  hue  and  cry 
against  all  Japanese  schools  and  a  bill 
aimed  at  them  was  introduced  into  the 
Legislature  in  1919.  The  fight  waxed 
hot,  and  though  the  bill  was  not  car- 
ried, the  defeat  acted  as  a  boomerang 
because  of  the  unwisdom  of  the  Bud- 
dhist opposition  to  it.  The  manner  of 
this  opposition  laid  these  religionists 
under  suspicion  of  anti-Americanism. 
The  press  never  let  up  for  a  moment 
harping  upon  the  alleged  disloyalty  of 
the  Buddhists  and  of  other  infiuential 
Japanese  to  American  institutions. 

This  nagging,  the  tone  and  expres- 
sion of  which  were  often  insulting  to 
Japanese,  however  loyal  to  America 
they  .were,  finally  resulted  in  infiuenc- 
ing  the  industrial  situation.  Little  by 
little  things  went  from  bad  to  worse 
until  the  strike  of  1920  was  fairly 
forced  by  the  ill  temper  aroused.  The 
grievances  of  the  laborers  though  real 
were  by  no  means  sufficient  to  have 
caused,  the  break.  The  strike  was 
doomed  from  the  outset  to  failure.  It 
cost  both  sides  a  great  amount  of 
money  and  it  left  its  sting. 

Without  question  its  ultimate  result 
will  be  such  a  fair  consideration  of  the 
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matters  in  dispute  that  the  plantatioQ 
management  will  remove  whatever 
industrial  causes  the  strike  had.  An 
extensive  system  of  welfare  work  is 
planned,  and  all  the  resources  of  the 
most  scientific  and,  humanitarianly 
speaking,  the  wisest  great  agricultural 
combination  in  the  world  will  doubtless 
be  utilized  to  make  the  workers  realize 
that  they  are  a  part  of  the  business  and 
that  capital  and  labor  must  fraternize 
and  puU  together  in  bona-fide  unity. 

One  unfortunate  result  of  this  dis- 
turbance was  the  effect  it  produced 
upon  a  nimiber  of  the  hitherto  staunch 
friends  of  the  Japanese  in  Hawaii. 
The  strike  menaced  these  men's  inter- 
ests. They  thought  the  workers  un- 
grateful in  striking  when  their  earnings 
were  unusually  high.  The  money 
nerve  being  jolted,  they  went  over  into 
the  anti-Japanese  camp. 

Another  more  important  loss  to 
Hawaii  was  a  large  emigration  of  Amer- 
ican citizens  of  Japanese  parentage. 
Every  year  now  an  increasing  nimiber 
of  Japanese,  who  because  of  American 
birth  are  citizens  of  the  United  States, 
reach  voting  age.  Many  of  these 
are  well  educated,  thoughtful,  earnest 
young  fellows,  as  good  stuflF  for  the 
making  of  loyal,  intelligent  citizens  as 
men  of  any  racial  stock.  The  war  also 
led  to  the  naturalization  of  a  number 
of  young  Japanese  who  had  served  in 
the  American  army.  The  press  atti- 
tude toward  the  people  of  their  fathers 
was  so  unjust  and  extreme  that  a  con- 
siderable number  of  the  very  best 
American  citizens  of  Japanese  parent- 
age left  for  the  mainland  states, 
because  they  beUeved  that  the  embit- 
tered sentiment  of  Hawaii  would  pre- 
vent their  own  industrial  advancement. 

There  can  be  no  question  that  this 
recrudescence  of  anti-Japanism  in  the 
Islands  was  in  part  due  to  the  unfortu- 
nate policy  of  Japan's  militarist  gov- 
ernment in  the  Far  East.   The  twenty- 

ne  articles  of   1915  through  which 


Japan  proposed  to  absorb  the  sover- 
eignty of  China,  the  Ishii-Lansing 
agreement,  read  by  Japan's  representa- 
tives in  an  innocent-looking  way  in 
America  but  interpreted  by  her  states- 
men in  the  Far  East  as  inexorably  to 
favor  Japanese  paramountcy,  the  secret 
agreements  wr^ng  from  England  and 
France  in  the  dark  days  of  1917,  the 
Shantung  articles  of  the  Versailles 
treaty  and  the  disgraceful  story  of  the 
Mikado's  forces  in  Siberia  developed 
profound  distrust  of  Japan's  good  faith 
and  dislike  of  a  nation  guilty  of  a  policy 
so  essentially  Teutonic. 

But  Hawaii  can  not  do  without  the 
Japanese  imless  our  Government  al- 
lows her  gradually  to  replace  these 
skillful  laborers  with  Chinese.  It  is  too 
late  to  disfranchise  the  more  than 
20,000  young  Americans  of  Japanese 
parentage.  They  can  be  largely  driven 
out  economically  and  scattered  over 
the  States,  although  this  method  of 
riddance  is  hardly  likely  to  be  em- 
ployed. Their  participation  in  the 
government  of  Hawaii  may  be  avoided 
by  persuading  Congress  to  give  to  the 
Territory  government  by  a  commission 
appointed  in  Washington.  This  has 
been  advocated  at  times  in  army  and 
navy  circles  but  money  considerations 
have  not  as  yet  proved  powerful 
enough  so  to  debauch  the  consciences 
of  white  Americans  there  as  to  lead 
them  to  acquiesce  in  such  an  unwise 
and  unjust  solution  of  the  problem. 

The  human  way  out,  which  is  also 
Christian,  is  to  treat  the  Japanese  as 
brothers.  A  very  good  beginning  at 
this  has  been  made.  With  their  welfare 
program  the  plantations  lean  toward 
it  as  good  poUcy.  Hawaii  knows  by 
experience  that  the  Oriental  is  as  as- 
similable and  as  readily  Americanized 
as  the  average  Occidental.  At  present 
in  our  home  a  young  American  girl  of 
Chinese  parentage  Uves  as  one  of  the 
family.  She  attends  the  local  High 
School  and  is  considered  one  of  the 
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brightest  scholars  in  her  class.  In  a 
few  years  she  will  vote.  After  months 
of  observation  of  her  I  should  as 
quickly  trust  her  intelligence,  wisdom 
and  moral  power  to  cast  her  ballot  for 
the  common  weal  as  the  average  Amer- 
ican girl  of  Anglo-Saxon  blood  of  the 
same  age.  Such  instances  Hawaii  can 
dupUcate  by  the  hundred  among  Amer- 
ican citizens  of  Oriental  extraction. 
One  of  the  most  useful  and  thoroughly 
reliable  young  men  I  know  in  Hawaii, 
a  graduate  of  one  of  our  eastern  uni- 
versities, is  a  Japanese  prevented  from 
becoming  a  citizen  because  of  birth  in 
Japan,  some  months  before  his  parents 
moved  to  Hawaii.  He  is  a  bulwark  of 
Americanism  in  the  Islands.  If  he 
could  be  naturalized,  as  he  greatly 
desires,  he  woidd  be  one  of  the  most 
valuable  citizens  of  any  race  there. 

The  diflSculty  with  this  whole  prob- 
lem of  the  Japanese  in  the  United 
States  arises  from  the  decision  of  some 
of  our  courts  that  they  are  ineligible 
to  naturaUzation.  For  some  years  the 
Takao  Ozawa  case  has  been  before  the 
Supreme  Court  awaiting  the  decision 
of  this  question  which  has  more  court 
pronouncements  in  favor  of  eUgibiUty 
than  against  it.  If  once  our  country 
should  put  Orientals  on  a  plane  with 
other  aliens  and  admit  them  to  citizen- 
ship after  their  being  duly  qualified, 
they  would  cease  to  be  a  makeweight 
in  politics.  As  long  as  we  discriminate 
against  them — a  fundamental  human 
injustice — ^we  shall  have  trouble  not 
with  them,  for  they  are  not  trouble 
makers,  but  over  them. 

With  the'steadily  growing  trend  of 
Americans  away  from  the  coimtry  to 
the  city,  we  may  as  a  nation  soon  be  in 
acute  distress  for  lack  of  farm  laborers. 
This  distress  Japan  and  China  can 
alleviate.  A  wise  statesmanship  would 
plan  for  a  measured  and  well  distrib- 
uted immigration  of  Orientals  into 
sections  where  such  workers  are  needed. 
We  took  the  Indians'  land  because 


they  were  not  developing  it.  If  we  in 
turn  fail  to  make  the  most  of  our  broad 
acres  because  our  people  will  not  till 
the  soil,  we  array  against  ourselves  like 
economic  forces  which  can  not  even- 
tually be  kept  from  supplying  man 
power  to  meet  the  demand  of  physical 
nature  for  development.  The  Califor- 
nia method  is  anti-human,  anti-Chris- 
tian, anti-fraternal  and  is  doomed  to 
be  supplanted.  This  is  God's  world 
and  He  has  a  way  of  working  irresbt- 
ibly  toward  Hb  goal  of  one  great  hu- 
man family.  Peaceful  progress  thereto 
can  be  made  if  we  will.  If  we  will  not, 
cataclysmic  movement  in  the  same 
direction  may  be  nature's  way  of  get- 
ting there. 

While  thb  b  true,  it  b  also  undeni- 
able that  immigration  should  be  regu- 
lated so  as  not  to  dbtiirb  unduly  eco- 
nomic conditions  in  our  country.  Our 
present  haphazard  system  should  give 
way  to  one  in  which  the  advice  of  ex- 
perts should  be  sought  and  immigra- 
tion encouraged  for  definite  ends. 
Hawaii  b  a  standing  demonstration  of 
America's  power  to  absorb  relatively 
an  enormous  immigration  and  yet 
maintain  a  dominant  Americanbm. 
Because  109,269  of  its  total  population 
of  255,512  are  Japanese  it  b  frequently 
referred  to  as  Japanese  in  character 
and  civilization.  Thb  is  absolutely 
foreign  to  the  truth. 

Having  Uved  for  years  in  Greater 
Boston,  New  York,  Chicago  and  San 
Francisco,  I  found  Hawaii  during  my 
fourteen  years  there  as  dbtinctively 
American  as  any  of  these  other  centers. 
It  behooves  our  coimtrymen  to  have 
faith  in  America.  Oiu*  spirit  especially 
where  it  exbts  in  purity  as  it  does  in 
Hawaii  b  irresistible.  Eiiropean  and 
Asiatic  alike  are  charmed  with  it  and 
get  quickly  to  work  to  make  it  their 
own.  After  all  Americanism  at  its  best 
b  brotherhood  and  where  brotherhood 
is  honestly  worked  it  is  the  strongest 
faiunan  force  on  earth. 
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Some  Factors  Involved  in  Minimizing  Race  Friction  on 

the  Pacific  Coast 

By  Jesse  Frederick  Steiner^ 
Professor  of  Social  Technology,  University  of  North  Carolina 


THE  Japanese  seem  to  be  without 
doubt  the  most  unpopular  of  all 
our  immigrant  peoples.  Ever  since 
they  began  to  arrive  on  the  Pacific 
Coast  in  sufficient  numbers  to  attract 
attention  they  have  been  the  subject  of 
controversy  at  times  so  bitter  that  it  has 
threatened  to  involve  us  in  war  with 
Japan.  To  all  outward  appearances 
the  general  attitude  of  Americans 
toward  the  Japanese  is  not  becoming 
more  favorable.  Our  newspaper  press 
is  again  giving  prominent  space  to  our 
supposed  grievances  against  the  Jap- 
anese. While  primarily  this  discus- 
sion centers  around  the  situation  in 
California,  there  is  considerable  evi- 
dence that  throughout  our  whole  coun- 
try there  exists  an  undercurrent  of 
dislike  for  the  Japanese  that  is  brought 
to  the  surface  upon  slight  provocation. 

The  interesting  feature  of  this  whole 
problem  is  that  no  charges  are  brought 
against  the  Japanese  of  incompetency, 
shiftlessness,  lawlessness  or  revolu- 
tionary tendencies.  On  the  contrary, 
even  their  enemies  admit  that  they 
possess  the  qualities  that  are  necessary 
for  industrial  success.  If  judgment  is 
passed  upon  them  from  the  point  of 
view  of  thrift  and  enterprise  and  real 
ability  to  succeed,  they  must  be  given 
high  rank  among  all  our  immigrant 
groups. 

There  is  real  justification,  therefore, 
for  the  constantly  recurring  question 
as  to  what  is  after  all  the  root  of 
the  whole  difficulty.  Why  should  the 
Japanese  be  denied  what  is  so  readily 
granted  to  the  seemingly  less  com- 
]>etent  immigrants  from  southern  Eu- 
rope?   Where  shall  we  find  a  satisfac- 

1  Author  of  The  Japanese  Invasion  (1917). 


tory  explanation  of  the  sharp  discrim- 
ination against  the  Japanese?  What  is 
the  way  out  of  this  clash  of  interest 
between  the  East  and  the  West? 

If  we  turn  to  our  Federal  Govern- 
ment for  Ught  on  these  questions,  we 
iEire  given  a  carefully  guarded  state- 
ment to  the  eflfect  that  there  are  no 
serious  issues  at  stake  between  Japan 
and  America.  Our  ideaUsts  calmly 
assure  us  that  the  trouble  is  at  bottom 
economic  rivalry  which  will  decrease 
as  the  Japanese  become  better  as- 
similated. The  sensational  newspaper 
press  points  out  that  Japan's  interests 
will  always  clash  with  ours  and  that 
therefore  we  can  not  count  on  the 
loyalty  of  the  Japanese  immigrants. 
Those  interested  in  the  situation  in 
the  Orient  state  that  Japan  is  using 
purposely  the  anti-Japanese  agitation 
in  California  as  a  cloak  behind  which 
to  hide  her  far-reaching  plans  for  the 
exploitation  of  China  and  Manchuria. 
The  Califomians  urge  that  Japanese 
aggression,  if  unchecked,  will  ulti- 
mately endanger  white  control  of  their 
^tate.  The  laboring  classes  insist 
that  their  situation  becomes  unendur- 
able when  they  are  subjected  to  com- 
petition with  Orientals.  The  student 
of  racial  problems  is  confident  that 
race  friction  is  an  inevitable  result 
when  races  as  unlike  as  the  Japanese 
and  Americans  are  brought  into  eco- 
nomic competition. 

With  this  bewildering  array  of  con- 
tradictory opinions  it  is  not  surprising 
to  find  many  people,  both  Japanese 
and  Americans,  confused  about  the  real 
issues  involved  and  uncertain  where 
to  look  for  a  solution.  A  recent  sig- 
nificant effort  to  secure  light  on  this 
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perplexing  problem  has  been  made  by 
Dr.  Tasuku  Harada,  a  well-known 
educator  in  Japan,  formerly  President 
of  Doshisha  University  in  Kyoto.  Dr. 
Harada,  who  came  to  this  comitry  as  a 
representative  of  the  America-Japan 
Relations  Conunittee  of  Japan,  sent 
out  a  questionnaire  to  a  number  of 
leading  Americans,  in  which  he  sought 
their  views  concerning  some  funda- 
mental aspects  of  the  Japanese  prob- 
lem. Among  the  responses  made  to 
this  questionnaire  the  one  submitted 
by  Dr.  Robert  E.  Park  of  the  Uni- 
versity of  Chicago  bears  so  directly 
upon  this  present  discussion  that  his 
permission  was  secured  to  make  quo- 
tations from  it.  In  reply  to  Dr. 
Harada's  first  question,  "What  do  you 
consider  the  principal  reasons  of  the 
present  anti-Japanese  agitations  in 
Califomia;  economic,  social  or  racial," 
Dr.  Park  makes  this  convincing  state- 
ment concerning  the  fundamental 
issue: 

Racial  competition,  t.e.,  competition 
between  peoples  differing  in  culture,  lan- 
guage and  race.  Where  racial  differenced 
are  as  marked,  as  they  are  in  the  case  of  the 
Japanese  and  the  American,  public  senti- 
ment opposes  intermarriage.  Where  inter- 
marriage does  not  take  place  assimila- 
tion is  never  complete  and  the  difficulty 
of  two  races  mutually  accommodating 
themselves  to  one  another,  while  main- 
taining each  a  separate  racial  existence,  is 
bound  to  be  very  great  A  racial  group 
which  is  small  in  numbers,  intimate, 
compact  and  well  organized,  as  is  the  case 
with  the  Jew  and  the  Japanese,  has,  in  the 
long  run,  great  advantages  in  competition 
with  a  larger  and  less  organized  oommimity. 
If  there  are  already  racial  prejudices,  this 
kind  of  competition  intensifies  them. 

A  race  problem  growing  out  of  the 
intermingling  of  races  unUke  in  color 
and  physical  characteristics  is,  as 
James  Bryce  has  said,  the  despair  of 
statesmen.  To  the  truth  of  this  state- 
ment the  long  history  of  the  association 


of  the  white  and  colored  races  bears 
abundant  witness.  Generations  of  con- 
tact upon  a  basis  of  social  inequaUty, 
whether  in  the  form  of  slavery,  ex- 
ploitation or  benevolent  paternalism, 
have  influenced  our  social  traditions  so 
deeply  that  we  are  disposed  to  react 
unfavorably  to  any  suggestion  looking 
toward  social  equahty  with  the  colored 
races.  Traditionally  they  belong  to  a 
different  caste  with  its  prescribed 
limitations  and  sharply  defined  bound- 
ary lines.  That  this  status  should 
always  be  quietly  acquiesced  in  is  of 
course  unthinkable.  As  a  matter  of 
fact  the  increasing  determination  of 
the  colored  races  to  insbt  upon  equal 
rights  has  found  its  most  recent  and 
powerful  expression  in  the  Japanese 
whose  national  solidarity  and  strength 
fit  them  for  this  leadership.  This 
long  drawn  out  struggle,  even  though 
carried  on  along  peaceful  lines,  is 
boimd  to  bring  with  it  race  friction 
with  all  its  attendant  evils. 

Here  appears  the  fundamental  dif- 
ference between  our  Oriental  and 
European  immigration.  The  former 
involves  a  sufficient  unlikeness  of 
physical  characteristics  to  make  race 
fusion  at  least  for  the  present  imprac- 
ticable; the  latter  is  concerned  with 
people  who,  however  widely  they  may 
vary  in  cultiu^  and  social  status,  in 
their  physical  appearance  approximate 
very  closely  the  usual  American  types. 
This  distinction  between  the  two  typ)es 
of  immigrants  is  very  apparent  but  its 
significance  is  not  always  kept  clearly 
in  mind.  In  discussions  of  the  immi- 
grant problem  emphasis  is  usually 
placed  on  the  adaptabiUty  of  the 
incoming  race  to  its  new  environment, 
by  which  isf  meant  the  ability  to  acquire 
the  language  of  the  people  with  whom 
they  associate  and  to  adopt  their 
customs,  habits  and  attitudes  of  mind. 
This  matter  of  social  assimilation  is 
very  rightly  made  an  important  test  of 
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the  fitness  of  any  alien  people  for  partic- 
ipation in  American  life.  Its  usefulness 
as  a  test,  however,  is  somewhat  invali- 
dated if  there  exists  in  the  race  con- 
cerned any  significant  racial  peculiar- 
ities not  susceptible  of  modification 
through  this  assiihilative  process. 
When  races  unlike  in  physical  appear- 
ance are  thrown  together,  it  is  evident 
that  social  assimilation  can  bring 
about  at  best  only  mental  and  not 
physical  homogeneity.  Whatever  like- 
mindedness  may  be  achieved,  these 
racial  marks  still  exist  and  cause  them 
to  be  classified  ss  members  of  their 
original  race  group. 

No  matter,  therefore,  how  responsive 
the  Japanese  may  be  to  their  Amer- 
ican environment,  they  must  still  form 
a  separate  group  easily  dbtinguished 
from  people  of  the  west.  Their  physi- 
cal type  marks  them  out  as  Orientals 
wherever  they  are.  The  race  prej- 
udice, which  all  aliens  must  face  to  a 
greater  or  less  extent,  tends  to  be 
perpetuated  in  the  case  of  the  Japanese 
long  after  the  usual  adjustments  to 
their  new  environment  have  been 
made.  The  judgment  that  we  pass 
upon  the  most  cultured  Japanese  is 
colored  by  our  instinctively  unfavor- 
able reaction  to  alien  types.  More 
serious  even  than  this,  they  stand  out 
as  a  symbol  of  the  fears,  dislikes  and 
prejudices  which  enter  into  our  tradi- 
tional conception  of  the  Asiatics.  In 
spite  of  their  evident  efforts  to  adapt 
tiiemselves  to  American  conditions, 
our  attitude  of  dislike  remains  un- 
changed. A  decade  or  more  ago  we 
condemned  them  as  undesirable  be- 
cause they  were  willing  to  work  for 
low  wages  and  brought  with  them  such 
a  low  standard  of  living.  Today,  they 
are  stiU  unpopular  and  the  charges 
made  against  them  are  that  they 
demand  high  wages,  insist  upon  own- 
ing  land,   are   successful  in  business 


competition,  and  desire  to  establish 
themselves  as  residents  in  white  com- 
munities. The  qualities  that  would 
ordinarily  command  respect  become  in 
their  case  a  reproach  and  intensity  our 
determination  to  have  nothing  to  do 
with  them. 

If  the  underlying  causes  of  race 
friction  on  the  Pacific  Coast  are  rooted 
in  the  fact  of  competition  with  a  race 
so  diflferent  from  ours  that  complete 
assimilation  is  impossible,  it  b  evident 
that  no  simple  way  out  of  the  difficulty 
can  be  found.  In  reply  to  a  further 
question  in  the  questionnaire  above 
referred  to,  in  r^ard  to  a  permanent 
solution  of  the  Japanese  problem.  Dr. 
Park  has  this  to  say: 

Competition  between  Japan  and  the 
United  States,  with  a  certain  amoimt  of 
irritation  on  both  sides,  is  inevitable. 
However,  Japan  is  more  likely  than  the 
United  States  to  profit  by  a  quarrel  in 
which  the  issue  is  one  of  race  discrimina- 
tion. If  the  people  of  California  realized 
this  fact  it  might  considerably  modify  their 
attitude  towards  the  present  agitation. 
But  the  Japanese  problem  is  a  race  prob- 
lem; race  problems  are  rooted  in  human 
nature;  human  nature  changes,  to  be  sure, 
but  changes  very  slowly.  First  of  all,  it  is 
important  to  recognize  the  facts.  Race 
prejudice  does  exist.  Just  how  this  preju- 
dice can  be  modified  is  a  matter  of  which 
we  know  as  yet  too  little.  The  experiences 
of  groups  of  individuals  who  are  now 
seeking  to  change  racial  prejudices  in  the 
commimities  in  which  they  live  are  our  only 
sources  of  information.  What  these  expe- 
riences are,  the  Japanese  Society  knows 
better  than  anyone  else. 

The  significance  of  this  statement 
Ues  in  the  fact  that  it  points  out  the 
nature  of  the  issues  involved  and 
indicates  that  a  satisfactory  solution 
in  the  near  future  can  not  readily  be 
brought  about.  Race  prejudice  dies 
down  very  slowly  even  under  the  most 
favorable  circumstances.    As  a  matter 
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(rf  fact  race  problems  are  too  deep- 
seated  and  too  complicated  to  justify 
any  hope  that  even  the  most  enlight- 
ened legislative  action  would  mean  a 
final  solution.  The  best  that  can  be 
done  is  to  take  such  steps  as  may 
reasonably  be  expected  to  bring  about 
a  gradual  decrease  of  race  friction. 

While  in  problems  of  this  kind 
grievances  of  course  exist  on  both 
sides,  there  are  two  outstanding  griev- 
ances the  Japanese  hold  against  the 
Americans,  the  removal  of  which  will 
go  far  toward  bringing  about  more 
harmonious  relations  between  the  two 
peoples.  The  first  is  the  demand  on 
the  Pacific  Coast  for  rigid  exclusion 
laws  aimed  directly  against  the  Japa- 
nese. That  there  must  be  a  barrier  to 
hold  back  the  tide  of  Japanese  immi- 
gration all  agree.  The  Japanese  con- 
ceded this  fundamentally  essential 
point  more  than  a  decade  ago.  At 
that  time  they  imdertook  to  restrict 
inunigration  to  America  by  setting  up 
and  enforcing  their  own  regulations 
and  have  evidently  carried  out  their 
part  of  the  agreement  in  good  faith. 
The  figures  just  made  public  in  the 
1920  census  report  show  no  alarming 
increase  in  our  Japanese  population. 
The  chief  increase  in  fact  has  largely 
consisted  of  Japanese  women  which  will 
make  possible  a  more  normal  family 
life  for  our  Japanese  population,  and 
can  be  objected  to  only  by  those  who 
favor  such  drastic  measures  as  would 
mitimately  drive  all  Japanese  out  of 
our  country. 

Nevertheless,  in  spite  of  the  fact 
that  the  Japanese  and  the  American 
governments  have  in  force  an  agree- 
ment for  the  restriction  of  Japanese 
immigration,  there  is  a  persistent 
agitation  in  California  for  a  new  treaty 
with  Japan  in  which  should  be  defi- 
nitely included  an  exclusion  clause. 
Such  a  demand  is  a  blow  against  the 


self-respect  of  the  Japanese  which  is 
bound  to  increase  race  friction.  Cer- 
tainly nothing  can  be  gained  by  any 
failure  on  our  part  to  pay  due  regard 
to  the  sensitiveness  of  the  Japanese  on 
the  subject  of  race  discrimination. 
The  propaganda  carried  on  by  the 
Japanese  Exclusion  League  of  Cali- 
fornia and  by  a  certain  portion  of  our 
newspaper  press  for  rigid  exclusion 
laws  is  very  ill-advised  and,  if  per- 
sisted in,  may  lead  to  more  serious 
racial  misunderstandings. 

The  other  serious  grievance  against 
America  is  our  refusal  to  grant  to  the 
Japanese  the  rights  of  citizenship. 
Such  a  course  of  action  is  essentially 
imjust  and  is  evidence  of  oiu*  disin- 
clination to  give  the  Japanese  immi- 
grants a  fair  chance  to  make  good  in 
our  country.  In  spite  of  the  fact  that 
they  have  been  lawfully  admitted  to 
America,  they  are  condemned  to 
remain  among  us  as  aliens  and  are 
therefore  subject  to  all  the  disabilities 
that  we  may  choose  to  inflict  upon 
those  who  retain  their  foreign  status. 
Nothing  can  be  more  detrimental  to 
our  welfare  than  to  have  in  our  midst 
an  alien  group  which  can  not  look 
forward  to  active  participation  in  our 
political  life.  The  Japanese  are  right 
in  demanding  that  steps  be  taken  by 
our  Federal  Government  to  give  the 
Orientals  who  can  qualify  the  same 
rights  of  citizenship  as  are  open  to 
other  foreigners. 

The  importance  of  such  a  step  in 
decreasing  race  friction  between  Japan 
and  America  can  hardly  be  over- 
estimated. The  time  has  gone  by 
when  complete  isolation  of  races  is 
possible.  The  Japanese  in  consider- 
able numbers  are  here  among  us  and 
no  matter  what  barriers  are  raised 
against  their  coming,  we  have  every 
reason  to  believe  that  we  will  always 
be    thrown    in    contact    with    them. 
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Sound  statesmanship  demands  a  policy 
that  looks  toward  a  more  intimate 
relationship  in  the  future  between  the 
East  and  the  West  rather  than  to  a 
more  complete  separation. 

Desirable  as  may  seem  these  practi- 
cal measures  designed  to  diminish  race 
friction,  it  is  useless  to  ignore  the  seri- 
ous diflSculties  in  the  way  of  putting 
them  into  effect.  It  must  be  borne  in 
mind  that  the  Americans  and  Japanese 
are  approaching  the  problem  of  racial 
contacts  from  fundamentally  opposing 
points  of  view.  To  the  Americans 
the  proper  solution  seems  to  be  the 
caste  system  which  has  been  our 
traditional  method  of  establishing  a 
working  relationship  with  the  colored 
races.  Under  this  system  the  Japa- 
nese are  assigned  a  definite  status  and 
racial  harmony  prevails  as  long  as  this 
status  is  maintained. 

The  Japanese  on  the  other  hand  insist 
that  their  association  with  us  shall  be  on 
the  basis  of  race  equality.  That  they 
should  be  permanently  made  to  occupy 
an^inf erior  place  or  forced  into  a  posi- 
tion where  they  do  not  havejf ull  enjoy- 
ment of  economic  and  political  oppor- 


tunities is  from  their  point  of  view 
unjust   and  therefore   intolerable. 

When  the  issue  is  stated  in  these 
terms,  the  significant  nature  of  the  con- 
troversy is  apparent.  It  is  very  evi- 
dent that  America  has  allowed  itself 
to  be  placed  in  an  awkward  position 
that  is  rapidly  becoming  untenable. 
Our  treatment  of  the  Orientals  can 
not  gain  wide  and  continued  support 
because  it  is  economically  unsound  and 
contrary  to  our  poUtical  ideals.  In  a 
dispute  of  this  kind  the  Japanese  have 
everything  to  gain  by  keeping  in  the 
foreground  the  issue  of  race  discrim- 
ination. Their  desire  to  remove  the 
stigma  of  racial  inequality  must  gain 
increasing  support  among  thoughtful 
and  high-minded  people.  Any  de- 
termined and  widespread  opposition 
to  them  in  this  struggle  will  simply 
strengthen  their  national  solidarity 
and  make  their  leadership  in  the  Orient 
more  secure.  Our  futiu^  peaceful 
relations  with  the  whole  Orient  de- 
pends upon  our  abiUty  to  develop  a 
national  policy  that  will  diminish 
rather  than  increase  race  friction  on 
the  Pacific  Coast. 
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THE  MEXICAN  IMMIGRANT 

Some  Observations  on  Mexican  Immigration 

By  Hon.  James  L,  Slayden^ 

Formerly  Member  of  Congress,  San  Antonio,  Texas 


THE  importance  of  the  question 
of  immigration  from  Mexico 
can  hardly  be  overestimated.  It  has 
a  direct  bearing  on  the  general  subject 
of  immigration  which  Congress  has 
been  considering  for  years,  and  which 
has  not  yet  been  solved.  It  is  tied  up 
with  the  greatest  of  all  of  our  prob- 
lems, that  of  race  mingling.  It  may 
be,  roughly  speaking,  considered  from 
three  angles,  economical,  racial  and 
political. 

Economically  considered,  the  Mexi- 
can inmiigrant  is  usually  well  received. 
Until  a  very  recent  time  there  has  been 
no  real  protest,  for  he  nearly  always 
went  straight  to  the  farms  where  his 
labor  was  most  lurgently  needed,  or 
into  domestic  service  where  clamorous 
housewives  welcomed  him  in  spite  of 
his  hopeless  inefficiency. 

Having  practically  no  training  in  the 
mechanic  arts  his  occasional  essay  in 
that  direction  only  excited  the  con- 
tempt of  trade-unionbts.  He  was  not 
regarded  as  even  a  possible  competitor 
for  their  jobs,  but  there  begin  to  be 
signs  that  the  imionists  are  changing 
their  minds  in  that  respect  with  the 
natural,  resultant  suspicion  and  an- 
tagonism. When  contractors  for  bar- 
racks and  other  United  States  army 
buildings,  working  on  the  extravagant 
cost  phis  10  per  cent  plan  in  1917  and 
1918,  employed  hundreds  of  Mexicans 
as  carpenters  who  hardly  knew  a  saw 
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from  a  hammer  and  paid  them  six  to 
seven  dollars  for  an  abbreviated  eight- 
hoiu*  day.  organized  labor  began  to 
take  notice.  They  were  not  efficient, 
but  the  10  per  cent  was  made  bigger 
and  bigger  all  the  time.  The  farmers 
and  other  employers  of  labor  are  still 
complaining  that  it  ruined  them,  and 
the  farmers  say  that  it  is  no  longer 
possible  to  grow  crops  profitably. 

Farm  Employment 

Farmers  in  the  Southwest  habitually 
plant  more  cotton  than  they  and  their 
families  can  cultivate,  even  with  the 
help  of  such  laborers  as  are  more  or 
less  permanently  attached  to  the  plan- 
tations. Cotton  is  an  exacting  crop  and 
must  have  prompt  attention  at  cer- 
tain periods  in  its  growth.  It  matures 
during  July,  August  and  September, 
and  if  not  "picked"  (harvested)  by 
the  end  of  November  it  is  in  serious 
danger  of  being  damaged  by  rain  and 
storms.  Thus  it  becomes  necessary  to 
pick  it  with  great  haste  and  that  makes 
strong  competition  for  labor.  This 
same  demand  for  labor  in  the  fields 
empties  the  kitchens  and  arouses  the 
indignation  of  housekeepers.  Indus- 
trious, capable  cotton  pickers  earned 
from  four  to  six  dollars  a  day  during 
the  season  just  closed. 

To  supply  this  labor  so  urgently 
needed — ^a  necessity  that  has  been  em- 
phasized by  the  movement  of  Negroes 
from  the  farms — it  has  been  the  prac- 
tice for  many  years  to  bring  in  Mexi- 
cans. Before  the  enactment  of  the  Con- 
tract Labor  Law  it  was  easy  to  do  this. 
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Neighbors  would  combine  and  send 
an  agent  to  Northern  Mexico  and  he 
would  bring  back  the  number  needed 
and  distribute  them  among  the  farmers 
contributing  to  the  enterprise. 

As  a  rule  these  contracts  between 
employer  and  employe  were  faithfully 
executed  and  time  and  time  again  the 
'same  Mexicans  would  return  to  Texas 
and  work  on  the  same  farms.  Now 
and  then  one  more  ambitious  than  the 
rest  would  acquire  land  by  lease  or 
purchase  and  b^in  farming  on  his 
own  accounty-and  one  more  piece  of  raw 
material  was  thrown  into  the  Amer- 
ican melting-pot.  Usually,  however, 
they  would  go  back  to  Mexico  to  dis- 
play or  dissipate  their  earnings,  for  the 
average  Mexican  is  as  prodigal  as  the 
Negro  who  is,  perhaps,  the  greatest 
spendthrift  in  the  world. 

The  law  that  made  it  illegal  to  con- 
tract for  aUen  labor  was  a  blow  to  the 
farmers,  and  some  of  them,  through 
ignorance  of  the  law,  found  themselves 
in  trouble  with  the  Federal  courts. 
Its  enforcement  caused  a  serious  strin- 
gency in  the  farm  labor  market.  How- 
ever, the  Mexicans  who  wanted  to 
come  to  Texas  to  pick  cotton  and  earn 
in  six  weeks  more  than  they  ordinarily 
earned  at  home  in  six  months  had 
learned  when  they  would  be  needed 
and  many  came  without  contracts  but 
with  the  certainty  of  employment. 

Then  in  1917  Congress  put  another 
barrier  in  the  way  of  the  cotton  planter. 
The  entrance  head  tax  was  increased 
to  eight  dollars  and  the  rules  for  in- 
spection were  made  much  more  rigid. 
It  is  doubtful  if  this  law  has  had  the 
effect  of  lessening  legal  immigration 
from  Mexico  to  the  United  States,  but 
it  has  certainly  increased  the  number 
of  illegal  entries. 

For  about  a  thousand  miles  Texas 
is  separated  from  Mexico  by  the  Rio 
Grande,  which  for  eleven  months  of 
the  year  can  be  waded  by  a  ten-year 


old  boy,  and  it  is  much  cheaper  to  wade 
than  to  pay  the  head  tax  of  eight  dol- 
lars, and  so  75  per  cent  of  the  Mexican 
immigrants  scorn  the  conveniences  of 
the  established  stations  and  come  over 
without  the  knowledge  of  the  agents 
of  the  law. 

There  is  evidence  avwlable  to  Amer- 
ican officials  that  some  of  the  under- 
paid officers  of  Mexico  have  suggested 
"through  a  friend"  to  intending  emi- 
grants to  the  United  States  that  if 
they  must  leave  their  own  country  they 
can  avoid  the  examination,  fumigation, 
and  especially  the  tax  of  eight  dollars, 
by  crossing  above  or  below  the  estab- 
lished stations  and  save  at  least  four 
dollars,  the  other  four  being  pwd  to 
the  "friend"  of  the  officer. 

Two  Mexicans  were  arrested  in  San 
Antonio  during  the  week  in  which  this 
is  written,  each  of  whom  had  on  his 
person  a  card,  printed  in  Spanish,  say- 
ing that  the  man  who  presented  it 
woidd  put  intending  emigrants  into 
the  United  States  for  half  the  head  tax 
exacted  at  the  stations.  The  card  also 
said  that  the  people  who  undertook  to 
do  this  service  were  headquarters  for 
the  distribution  of  Bolshevist  litera- 
ture. This  story  is  from  an  absolutely 
reliable  source. 

It  is  not  an  exaggeration  to  say  that 
three-fourths  of  the  immigrants  from 
Mexico  to  the  United  States  in  the  last 
three  and  a  half  years  have  come  in 
iUegally. 

The  demand  for  Mexican  laborers  is 
widespread  and  they  can  now  be  found 
as  far  north  as  Minneapolis  and  Chi- 
cago and  east  to  the  Mississippi  River. 
Nearly  all  the  great  railways  between 
the  Alleghenies  and  the  Pacific  have 
some  Mexicans  employed  as  section 
hands.  The  competition  of  railways 
for  laborers  from  Mexico,  on  whom 
farmers  feel  they  have  a  prior  claim* 
is  not  welcomed  by  the  latter.  They 
discovered   them,   and   first   brought 
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them  over,  and  they  feel  that  they 
should  be  left  for  farm  service. 

It  is  becoming  difficult  to  keep  these 
imported  workers  on  the  farms  for, 
like  the  negroes,  they  are  gregarious, 
want  to  be  with  their  coimtrymen,  and 
have  developed  a  taste  for  the  movies 
and  the  white  lights.  Equal  remimera- 
tion  will  take  them  all  away  from  the 
farms  and  to  the  city  as  they  never 
consider  the  increased  cost  of  living 
there. 

Ever  since  the  head  tax  was  doubled 
and  more  stringent  regulations  for  the 
inspection  of  the  immigrant  to  ascer- 
tain his  moral,  mental  and  physical 
fitness  for  residence  or  citizenship  in 
the  United  States  were  put  into  opera- 
tion, there  has  been  UttJe  or  no  decUne 
in  the  authorized  entries.  This  is 
probably  due  to  the  fact  that  import- 
ers  of  such  labor  urgently  need  the 
workmen  and  are  willing  to  pay  the 
tax  to  keep  the  immigrant  in  hand.  If 
he  crossed  illegally  he  would  have  to 
be  hunted  for  in  Texas,  and  that  would 
be  an  appalling  task.  These  admis- 
sions by  permission  of  the  Department 
d  Labor  really  appear  to  be  in  viola- 
tion of  the  spirit  and  letter  of  the  act 
of  February,  1917.  The  Commissioner- 
General  of  Immigration  in  his  report 
for  the  fiscal  year  of  1919  says  that 
^'availing  itself  of  the  discretionary 
power  conferred  by  Section  3  of  the 
Lnmigration  Law  to  admit  for  tem- 
porary purposes  aliens  otherwise  inad- 
missible, the  department,  in  answer  to 
insistent  demands,  authorized  the  sus- 
pension of  the  contract  labor,  head  tax, 
and  illiteracy  test  provisions  of  that 
law  in  favor  of  aliens  from  Mexico 
coming  to  the  United  States  for  em- 
ployment in  agricultural  pursuits,  as 
railroad  laborers,  for  certain  work  on 
buildings  under  construction  by  the 
Government,  or  to  do  conunon  labor 
in  mines."  These  "insistent*'  de- 
mimds  were  made  by  farmers,  railway 


officials.  Boards  of  Trade  and  other 
civic  organizations. 

Between  July  1,  1918  and  July  80, 
1919,  the  period  covered  by  the  last 
available  report,  there  were  admitted 
imder  these  arrangements  20,643  Mex- 
ican aliens.  In  the  same  year  there 
were  admitted  9,000  others,  but,  pre- 
simiably,  in  full  compliance  with  the 
text  of  the  law.  All  of  them  were  dis- 
tributed to  Texas,  Arizona,  California, 
Idaho  and  other  states.  Farms  took 
10,491,  and  the  railways  about  10,000. 
Texas,  as  usual,  absorbed  the  larger 
number.  At  the  present  time  the  ad- 
mission of  aliens  who  do  not  meet  the 
requirements  of  law  is  limited  to  farm 
labor;  yet  the  fact  seems  to  be  that 
once  in  the  coimtry  these  immigrants 
find  a  way  to  avoid  the  conditions  of 
admission  and  join  their  fellow  coun- 
trymen who  are  employed  in  towns 
and  on  railways.  They  dislike  the 
comparative  isolation  of  farm  life,  and 
know  that  where  two  or  three  Mexicans 
are  gathered  together  there  is  sure  to  be 
a  game  of  chance — ^a  lure  that  few  men 
of  their  race  can  resist.  During  Feb- 
ruary, March  and  April  of  1920  they 
came  to  Texas  in  appalling  numbers. 
There  were  so  few  immigration  guards 
and  officials  on  the  border  that  it  was 
impossible  to  stop  the  invasion.  Him- 
dreds  of  them,  ragged,  filthy  paupers 
who  could  not  have  paid  the  head  tax 
and  crossed  legally,  came  with  wives 
and  children,  and  made  their  way  to 
San  Antonio,  regarded  by  the  average 
Mexican  as  the  one  real  metropolis  of 
the  United  States. 

At  times  himdreds  of  them  were 
trailing  the  roads  between  San  An- 
tonio and  Laredo.  They  came  in  any 
vehicle  they  could  buy  or  get,  but  by 
far  the  greater  nimiber  were  afoot 
without  baggage  or  food.  To  supply 
these  deficiencies  they  woidd  stop  here 
and  there  to  do  a  day's  work  or  b^, 
and  the  beggars  of  Spain  and  Italy  are 
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the  merest  amateurs  compared  to 
those  of  Mexico. 

Two  thousand  or  more  of  them  were 
gathered  m  San  Antonio  at  one  time. 
During  March,  1920  the  Associated 
Charities  had  to  feed  three  hundred  or 
more  daily  for  about  a  week  while 
efforts  were  made  to  put  them  on  a 
self-supporting  basis. 

Inquiries  at  the  Chamber  of  Com- 
merce, which  had  undertaken  to  find 
employment  for  them,  brought  the  in- 
formation that  they  were  distributed  to 
farms,  and  were  being  paid  a  wage  of 
from  a.dollar  and  a  half  to  two  dollars 
per  day.  On  the  other  hand,  a  labor 
organization  (the  Trades  Assembly) 
denied  the  statement  of  the  Chamber 
of  Commerce  and  contended  that  they 
were  taking  the  places  of  mechanics 
and  other  workers  in  the  town;  but, 
as  the  writer  has  been  told,  the  Assem- 
bly could  not  tell  where  they  were  em- 
ployed, nor  from  whom  they  got  the  in- 
formation that  they  were  so  employed. 

While  these  refugees  from  the  "pov- 
erty and  scorn"  of  Mexico  were  eating 
the  bread  of  charity  in  San  Antonio 
the  Fall  committee,  from  the  Senate, 
which  seemed  to  be  seeking  a  cause  for 
quarrel  with  Mexico,  arrived.  They 
tried  to  find  the  cause  for  such  an 
extraordinary  invasion,  and  to  learn 
from  what  part  of  Mexico  it  came. 
The  local  United  States  immigration 
oflSce  declares  that  the  enquiry  devel- 
oped the  fact  that  the  greater  number 
came  from  southern  and  central 
Mexico,  quite  distinguishing  it  from 
the  steady  flow  of  immigration  from 
the  border  states.  The  witnesses  said 
they  came  because  it  was  impossible 
to  get  food  and  clothes  in  their  own 
country,  that  they  were  trying  to  es- 
cape starvation,  and  had  walked  most 
of  the  way.  They  were  headed  for  the 
Promised  I^and,  and  no  obstacle  was 
insuperable. 

As  in  all  invasions  of  this  sort  more 


human  derelicts  were  left  in  our  larger 
towns,  more  b^gars  appeared  on  our 
streets,  and  the  average  of  health  in 
city  and  country  was  lowered  appre- 
ciably. Life  in  the  streets  was  made 
more  picturesque  and  interesting  for 
tourists,  and  units  to  swell  the  census 
totals  were  acquired,  which,  in  the 
minds  of  some  people,  is  compensation 
enough  for  the  lowered  standard  of 
citizenship  and  the  increased  burden 
of  taxation. 

Racial  and  Political 

This  steady  incoming  of  an  alien 
race,  not  altogether  white,  is  welcomed 
by  some  Americans,  tolerated  by  others 
and  utterly  abhorred  by  those  who 
look  beyond  the  next  cotton  crop  or 
the  betterment  of  railway  lines. 

Large  planters  short  of  labor,  be- 
cause of  the  extraordinary  h^ira  of 
Negroes  in  the  last  few  years,  know 
their  value  and  welcome  the  Mexican 
immigrants  as  they  would  welcome 
fresh  arrivals  from  the  Congo,  without 
a  thought  of  the  social  and  political 
embarrassment  to  their  country.  On 
the  other  hand,  the  small  southern 
farmers  (and  they  are  the  greater  num- 
ber) who  cultivate  their  land  with  the 
help  of  their  children,  do  not  want  the 
Mexicans,  and  would  gladly  see  the 
movement  of  Negroes  go  on  until  the 
last  one  was  settled  in  New  England 
or  Illinois  or  wherever  th^  may  be 
most  happy,  prosperous  and  welcome. 

But  both  Negroes  and  Mexicans  are 
here  yet  in  large  numbers,  and  close 
observers  begin  to  detect  a  feeling  of 
jealousy  and  dislike  between  them.  In 
Texas  and  other  southern  states  the 
Mexican  is  classed  as  white  in  public 
conveyances,  hotels  and  places  of 
amusement  which  does  not  make  for 
good  feeling  between  him  and  the 
Negro,  and  the  Mexican,  even  of  very- 
low  class,  is  not  much  inclined  to  social 
intimacy  with  the  l^tt^r, 
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That  to  substitute  one  for  the  other 
may  be  jumping  from  the  frying-pan 
into  the  fire  is  a  thought  that  will  in- 
trude itself. 

Racially  speaking,  the  Mexican  im- 
migrant does  carry  an  element  of  dan- 
ger, for  it  can  not  be  denied  that  with 
the  American  masses  who  come  in 
contact  with  him  there  exists  a  certain 
latent  hostility.  That  this  prejudice 
is  mutual  is  amply  shown  day  by  day 
by  the  tone  of  Mexican  newspapers, 
by  the  frantic  appeals  by  the  Mex- 
ican demagogue,  by  the  testimony 
of  travellers  or  American  residents  in 
Mexico,  and  by  certain  fantastic  proj- 
ects entertained  from  time  to  time  in 
official  circles  diu*ing  the  administra- 
tion of  President  Carranza.  That  he 
believed  it  possible  to  excite  the  Amer- 
ican negroes  to  revolt  is  quite  true, 
and  that  his  emissaries  undertook  to 
execute  the  foolish  scheme  can  not  be 
doubted. 

Less  than  eight  years  ago  a  party  of 
Mexican  revolutionists,  as  th^  called 
themselves,  invaded  Texas,  declared 
the  state  reannexed  to  Mexico,  pro- 
claimed the  "Plan  of  San  Diego,"  and 
promised  social  and  poUtical  suprem- 
acy to  the  negroes.  They  killed  a  few 
citizens  of  the  United  States,  derailed 
a  train  and  murdered  the  passengers, 
and  destroyed  property  (the  invariable 
curtain  raiser  to  a  Mexican  revolution) 
but  some  straight-shooting  Texans 
soon  convinced  them  of  the  error  of 
their  way,  and  those  who  could  sit  a 
horse  hiurried  back  to  the  southern 
side  of  the  Rio  Bravo. 

PoUtically  the  Mexicans  were  vastly 
more  important  in  Texas  a  few  years 
ago  than  they  are  now.  The  white 
population  has  increased  much  more 
rapidly  than  immigrants  have  come  or 
Mjexican  children  been  born.  This  has 
made  them  politically  impotent  in 
q)ite  of  the  fact  that  they  are  easily 
Withered  into  dubs  or  "juntas"  and 


voted  soUdly  by  their  leaders.  Amend- 
ed election  laws  also  had  a  part  in  de- 
stroying their  political  power.  Every 
voter  now  pays  a  poll-tax  many  months 
before  the  election  and  must  make  his 
own  ballot.  Many  Mexicans  will  not 
do  the  first  and  can  not  do  the  last. 
This  may  not  be  true  of  the  next  gen- 
eration as  they  attend  our  pubUc 
schools  without  cost,  and  are  even  pro- 
vided with  textbooks  as  freely  as  the 
children  of  our  own  citizens.  Until 
very  recently  citizens  of  Bexar  coimty, 
just  outside  of  San  Antonio,  men  of 
business  in  the  city  and  taxpayers 
have  been  compelled  to  pay  a  special 
fee  if  their  children  attended  the  city 
schools  while  those  of  Mexican  refu- 
gees,, driven  from  home  by  revolutions, 
had  textbooks  and  schooling  without 
cost.  This  condition  had  to  be  changed 
because  of  the  growing  indignation  on 
the  part  of  the  overburdened  American 
taxpayers. 

In  Texas  the  word  Mexican  is  used 
to  indicate  the  race,  not  a  citizen  or 
subject  of  the  country.  There  are 
probably  ^0,000  Mexicans  in  Texas 
who  were  born  in  the  state  but  they 
are  "Mexicans"  just  as  all  blacks  are 
Negroes  though  they  may  have  five 
generations  of  American  ancestors. 

Most  Mexicans  are  Indians  or  Mes- 
tizos (mixed  white  and  Indian  blood) 
and  between  them  and  the  other  in- 
habitants of  Mexico  there  is  a  sharply 
defined  social  distinction.  The  upper 
classes,  of  European  ancestry,  are  fre- 
quently educated  in  Spain,  France  or 
the  United  States,  and  few  of  them  be- 
come immigrants  unless  forced  out  by 
revolutions,  when  they  go  to  San  An- 
tonio, El  Paso  or  Los  Angeles.  At 
home  they  are  the  merchants,  big 
planters,  bankers  and  professional  men. 

With  rare  exceptions  these  people 
stay  at  home,  look  after  their  private 
affairs  and  do  not  meddle  with  politics. 
They  would  make  good  and  useful 
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citizens  of  any  country.  When  one  of 
them  does  go  in  for  poUtics  (or  revolu- 
tion, which  is  the  same  thing  in  Mex- 
ico) he  does  more  mischief,  because 
above  his  wicked  heart  is  a  cleverer 
head.  He  easily  becomes  the  leader  of 
the  low-browed,  poverty-stricken  peon 
class,  and  by  perfervid  appeals  to  the 
prejudice  of  the  thoughtless  and  un- 
educated mass  of  Indians  and  the  prom- 
ise of  an  impossible  Utopia  quickly 
converts  them  into  murderous  bandits. 
Resounding  phrases  about  the  Con- 
stitution, whether  that  of  1857  or  that 
of  Queretaro,  makes  no  difference — 
and  the  rights  of  the  Indians,  mixed 
with  contemptuous  remarks  about  the 
"Gringoes"  and  the  hated  "Colossus 
of  the  North"  soon  can  make  fiends  of 
otherwise  quiet  and  useful  men. 

Of  all  people  trying  to  conduct  gov- 
ernment the  Mexican  is  most  in  need 
of  wise  and  firm  leaders.    Of  course  it 


is  perilous  to  say  it  at  this  time  when 
the  "uplifter"  is  abroad  in  the  land, 
but  to  the  writer  (and  to  most  others 
who  know  Mexico)  it  seems  essential, 
if  the  country  is  ever  to  be  lifted  out  of 
carnage  and  chaos,  to  have  some  such 
man  as  Porfirio  Diaz  at  the  head  of 
affairs.  After  fifty-six  years  of  the 
most  chaotic  and  bloody  conditions  he 
did  create  an  orderly  and  nation- 
building  government,  and  that  is  what 
Mexico  must  have  or  perish.  Many 
people  who  know  him  hope  that  such 
a  man  has  been  found  in  Alvaro  Obre- 
gon. 

These  are  the  people,  high  and  low, 
from  whom  thousands  of  inunigrants 
are  coming  to  the  United  States. 
What  it  may  mean  for  Americans  in 
the  future  no  one  can  tell.  Probably 
our  safety  and  peace  Ue  in  the  fact  that 
as  yet  so  few  of  them,  comparatively, 
are  coming. 


Immigration  Along  Our  Southwest  Border 

By  J,  Blaine  Gwin 
Secretary,  Associated  Charities,  £1  Paso,  Texas 


PREVIOUS  to  1910  the  inmiigra- 
tion  from  Mexico  was  due  en- 
tirely to  economic  causes.  Laborers 
came  north  with  their  families  to  work 
during  the  summer  in  the  mines  and  at 
agricultural  work  but  at  the  beginning 
of  winter  the  majority  would  return  to 
their  homeland  to  spend  their  wages. 
In  Mexico  during  that  time  laborers 
were  paid  only  about  twenty-five  cents 
a  day.  Public  records  give  only  a  very 
faint  idea  of  the  number  that  crossed 
the  border  previous  to  1910.  Little  at- 
tempt was  made  to  keep  track  of  the 
ebb  and  flow  of  the  tide  of  Mexican 
laborers. 

At  the  beginning  of  the  Mexican 
Revolution  in  1910,  the  rush  of  Aliens 
to  cross  over  into  America  constituted 


a  real  menace  to  the  health  and  stand- 
ards of  living  for  the  border  communi- 
ties. The  principal  cause  of  this  in- 
creased migration  was  revolutionary 
rather  than  economic.  The  majority 
of  these  immigrants  remained  in  the 
States  until  about  1915  and  since  that 
time  there  has  been  a  fairly  steady 
stream  of  returning  refugees  and 
laborers.  More  have  returned  during 
the  last  few  months  than  at  any  pre- 
vious period  due  to  the  present  peaceful 
conditions  in  Mexico.  Most  of  these 
came  north  with  no  money  and  little 
clothing,  sandals  (huraches)  instead  of 
shoes,  wide  sombreros,  and  blankets 
wrapped  around  them  instead  of 
coats.  They  are  returning  with  rolls 
of  money,  often  several  hundred  dol- 
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lars,  with  good  suitcases  in  their  hands 
and  most  of  them  are  dressed  in  the 
dearly-loved  blue  suits. 

The  return  of  peaceful  conditions  in 
Mexico  will  be  sufficient  to  induce  the 
return  of  Mexican  business  men  or 
those   owning   mining   property   and 
haciendas,  but  a  peaceful  Mexico  with 
little  or  no  increase  in  wages  will  not  be 
sufficient  to  interfere  in  any  way  with 
the  migration  of  laborers  to  this  coun- 
try.   The  border  states  are  competing 
with  Mexico  for  these  laborers  and 
Mexico  is  not  yet  in  a  position  to  offer 
sufficient    inducement  .to    keep     her 
workers  at  home,  much  as  they  are 
needed  there  to  help  rebuild  the  farms 
and  industries.    Labor  in  Mexico  re- 
ceives from  fifty  to  seventy-five  cents  a 
day  (American  gold),  and  in  the  b»t 
fields  of  this  coimtry,  in  the  mines  and 
in  construction  work  they  are  getting 
from  $S.OO  to  $5.35  per  day.    The 
farmers  are  paying  $2.00  with  meals. 
I  traveled  through  Mexico  visiting  all 
the  principal  towns  from  El  Paso  to 
Mexico  City  and  made  inquiries  every- 
where in  regard  to  the  cost  of  living 
down  there.    For  the  food,  clothing 
and  other  things  used  by  the  better 
class,  the  cost  is  a  little  higher  than  in 
America,   especially  if  they  buy  the 
best  quality  of  food  or  clothing.    For 
the  laboring  people,  the  peons,  who 
eat  the  cheaper  and  more  simple  foods 
and  wear  work  clothes  which  are  made 
in  Mexico,  the  cost  of  Uving  is  but 
little  if  any  lower  than  it  is  in  our 
country.     As   long   as   we   offer   the 
Mexiciyi    laborers    much   better   pay 
than  they  can  get  at  home  they  will 
continue  to  come  here.    It  is  not  the 
scarcity  of  employment  which  is  send- 
ing them  from  their  homeland  but  the 
low  wages  and  high  cost  of  living. 

During  my  trip  I  found  but  little  idle 
labor  in  Mexico  and  that  coimtry  has 
only  just  begun  to  reestablish  her 
industries.     That  fruitful  coimtry  can 


not  be  fully  prosperous  and  busy  with- 
out her  laborers.  Mexico  must  begin 
to  ofiPer  more-efiPective  competition  to 
the  demand  for  workers  in  the  border 
states  by  materially  increasing  the 
wages  of  all  her  workers.  The  new 
Mexican  government  recognizes  this 
obligation  and  wages  will  go  up.  Many 
American  business  men  and  employers 
have  stated  that  wages  for  laborers  in 
the  southwest  must  come  down.  There 
is  Uttle  likelihood  of  this  for  we  need 
these  Mexican  laborers  and  must 
compete  with  their  native  land  for 
them.  American  employers  may  be 
compelled  to  ofiPer  better  competition 
in  the  future  in  the  way  of  wages  than 
they  are  giving  now. 

During  the  European  war  the  provi- 
sions of  the  immigration  law  relating  to 
the  eight  dollar  head  tax,  the  literacy 
test  and  contract  labor  were  waived  by 
this  government  for  Mexican  laborers 
needed  in  the  beet  fields  and  other 
agricultural  work,  for  government  con- 
struction work  and  for  maintenance- 
of-way  work  on  the  railroads.  These 
exceptions  were  discontinued  Decem- 
ber SI,  1919,  and  resumed  by  de- 
partmental order  on  February  19, 1920. 
At  the  ptesent  time  these  exceptions  do 
not  apply  to  construction  or  railroad 
work.  The  exceptions  as  to  work  in 
the  beet  fields  are  limited  to  certain 
states  where  this  industry  is  most 
extensive. 

In  considering  any  statistics  on  im- 
migration from  Mexico  it  is  necessary 
to  remember  that  the  boundary  line  is  a 
long  one,  that  immigration  stations  are 
far  apart  and  that  the  consul  fee  of 
ten  dollars  for  viseing  a  passport 
superimposed  upon  an  eight  dollar 
head  tax  provides  a  considerable  in- 
centive to  unlawful  entry  to  this  coun- 
try. Thousands  do  get  across  who 
have  never  seen  an  immigration  station 
or  one  of  the  officials.  This  is  admitted 
by  the  officials  and  is  so  stated  in  the 
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report  of  this  department.  One  agent 
said  he  believed  that  60,000  Mexicans 
crossed  surreptitiously  over  the  border 
which  is  included  in  his  territory. 

In  1915,  or  during  the  latter  part  of 
the  revolutionary  period,  there  were 
65,248  admissions,  statistical  and  non- 
statistical  (the  statistical  are  those  who 
declare  their  intention  of  remaining 
longer  than  the  six  months  period). 
Of  these  4,273  were  refused  admission. 
In  the  year  ending  June  30,  1919,  or 
during  the  period  just  before  Mexico 
became  peaceful,  there  were  105,078 
admissions  and  the  percentage  of  re- 
jections was  3.55.  During  the  next 
year,  1920,  there  was  a  total  of  142,119 
Mexicans  who  crossed  our  border  and 
the  percentage  of  rejections  was  only 
2.86,  which  probably  indicates  a  better 
class  of  immigrants  or  Mexicans  in 
better  condition  physically  and  finan- 
cially due  to  better  conditions  at  home. 

An  analysis  of  the  cause  for  excluding 
2.86  per  cent  shows  that  only  twenty- 
six  were  refused  admission  because  of 
tuberculosis  and  yet  a  limited  study  I 
made  while  in  Mexico  would  indicate 
considerable  tuberculosis  among  the 
Mexicans.  Tuberculosis  is  quite  com- 
mon among  the  Mexicans  who  live  in 
the  communities  along  the  border  and 
among  those  who  work  in  the  fields  and 
mines.  Six  hundred  and  twenty-one 
were  excluded  because  they  were  il- 
literate and  1,842  because  they  were 
likely  to  become  a  public  charge. 
Only  555  were  excluded  because  they 
could  not  pay  the  eight  dollar  head 
tax.  This  number  does  not  represent 
the  true  situation  as  regards  the  effect 
of  this  tax  upon  immigration  from 
Mexico.  The  small  number  recorded 
as  excluded  for  this  cause  is  due  to  the 
method  used  at  the  immigration  sta- 
tions and  not  to  the  small  percentage  of 
penniless  aliens  coming  north.  If 
applicants  for  admission  do  not  have 
eight  dollars  they  are  told  to  return 


across  the  line.  They  go  back  anvong 
their  friends  and  most  of  them  soon 
return  with  the  mon^.  Only  those 
who  return  to  say  that  they  still  do  not 
have  the  money  are  recorded  as  having 
been  refused  entry. 

The  greatest  number  of  these  im- 
migrants go  to  the  states  of  Arizona 
and  Texas.  Only  203  for  1920  went  to 
New  Mexico  and  the  same  number  to 
Iowa.  Some  go  as  far  east  as  New 
Jersey  and  as  far  north  as  Montana. 
El  Paso  is  the  greatest  port  of  entry. 
Eagle  Pass  ranks  second  followed  by 
Del  Rio  and  Laredo.  They  come  from 
all  parts  of  Mexico.  The  American 
consul  at  Guadalajara  told  me  that 
1,000  a  month  were  coming  to  him  for 
vis&  this  year  while  only  5,000  applied 
far  all  1919.  According  to  the  consul 
in  Torreon  over  2,000  came  from  there 
this  year  and  the  consul  at  Chihuahua 
estimates  that  7,500  men,  women  and 
children  of  the  laboring  class  left  that 
district  each  year  beginning  January, 
1918.  He  says  that  previous  to  1910 
about  2,000  a  year  left  that  district  for 
this  country.  He  estimates  that  only 
about  50  per  cent  of  those  leaving  Chi- 
huahua for  the  States  ever  return. 
These  figures,  except  for  Chihuahua, 
are  for  the  number  of  laborers  only  and 
do  not  include  the  families  they  gener- 
ally brought  along.  From  as  far  south 
as  San  Luis  Potosi,  I  learned  that 
1,867  laborers  applied  to  the  consul  in 

1919  and  during  the  nine  months  of 

1920  there  were  2,165.  About  500  a 
month  come  from  Aguas  Calientes  and 
everywhere  the  figures  show  an  in- 
crease for  1920  over  1919.  The  re- 
turn of  peaceful  conditions  in  Mexico 
seems  to  have  had  no  effect  on  immi- 
gration to  the  United  States. 

Employers  of  the  southwest  still 
think  that  the  Department  should 
continue  to  make  exceptions  as  regards 
the  head  tax  and  the  Uteracy  test  for 
laborers  coming  from  Mexico  to  do 
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agricultural  work.  At  the  present 
time  the  supply  of  these  laborers  seems 
to  just  about  equal  the  demand  along 
the  border  states.  They  are  doing 
work  which  there  is  some  justification 
for  believing  would  largely  remain  im- 
done  if  there  were  no  Mexicans  to  per- 
form it.  They  generally  possess  a  great 
deal  of  endurance,  and  most  of  the 
employers  consider  them  satisfactory. 

Are  these  excepted  laborers  being 
returned  to  Mexico  at  the  expiration  of 
the  period  for  which  they  were  admitted 
according  to  the  condition  on  which 
they  were  admitted,  or  are  they  re- 
maining here  having  gained  illegal 
entry?  If  many  are  remaining,  of 
what  value  is  the  head  tax  and  the 
literacy  test?  If  they  avoid  being  re- 
turned what  percentage  of  them  are  il- 
Uterates  and  if  the  exceptions  were  not 
made  what  percentage  of  Mexican 
laborers  would  be  refused  entry? 
These  exceptions  may  have  been  neces- 
sary during  the  war,  but  th^  wisdom  for 
their  continuance  should  be  the  subject 
of  a  careful  inquiry. 

During  the  latter  part  of  1917  when 
these  exceptions  were  first  made  475 
were  admitted  imder  the  exceptions; 
8,445  in  1918, 10,491  in  1919  and  21,289 
in  1920,  or  since  the  exceptions  were 
made,  a  total  of  40,700.  In  addition 
there  were  9,998  admitted  in  1919  for 
railroad  work.  Where  are  these  50,000 
Mexicans  now,  who  came  in  without 
paying  the  head  tax  or  submitting  to 
the  literacy  test,  admitted  to  meet  an 
emergency,  a  shortage  of  labor  during 
our  war?  On  June  SO,  1920,  22,637 
were  still  employed;  17,186  had  been 
returned  to  Mexico  and  10,691  who 
were  supposed  to  be  returned  had  de- 
serted their  employers  and  no  one 
knows  where  they  are  now.  The  em- 
ployer is  almost  powerless  to  return 
th^  men  even  if  he  wished  to  do  so 
and  the  Department  has  too  few  men 
to  assist  in  enforcing  their  return. 

10 


According  to  a  test  that  was  made, 
we  are  fairly  safe  in  assuming  that  over 
50  per  cent  of  these  50,000  admitted 
under  the  exceptions  were  illiterate; 
that  is,  25,000  were  admitted  who  could 
not  read  or  write  any  language.  A 
study  of  5,000  men  admitted  at  El  Paso 
and  at  Eagle  Pass  imder  these  excep- 
tions was  made  by  the  Department. 
This  test  showed  that  50.7  per  cent 
were  literate  at  the  time  of  entry. 
The  enforcement  of  the  literacy  test 
would  thus  have  held  back  about  10,- 
000  ilUterates  in  1920  estimated  on  the 
basis  of  the  departmental  test.  The 
enforcement  of  the  head  tax  feature 
probably  would  have  kept  out  very  few 
laborers.  I  learned  while  in  Mexico 
that  those  desiring  to  migrate  have 
Uttle  diflSculty  in  borrowing  the  extra 
eight  dollars  in  order  to  leave  work 
which  paid  fifty  to  seventy-five  cents  a 
day  to  go  to  work  paying  sometimes 
five  dollars  a  day. 

The  head  tax  neither  keeps  out  many 
Mexicans  who  desire  to  cross  into 
America,  nor  exerts  any  significant  in- 
fluence towards  keeping  out  an  undesir- 
able class  of  immigrants.  The  literacy 
test,  if  this  feature  of  the  law  is  ever 
fully  enforced,  will  limit  immigration 
from  Mexico  considerably  provided 
ilUterate  ones  do  not  cross  the  border  at 
unguarded  points  and  enter  illegally. 
Better  living  conditions  and  especially 
better  wages  (there  is  certain  to  be  a 
material  increase  in  wages  in  Mexico 
within  the  next  two  or  three  years) 
will  some  day  make  it  so  diflScult  to  get 
laborers  to  come  north,  that  the 
employers  wiU  not  willingly  con- 
sent to  any  restrictions  being  placed 
upon  immigration  of  laborers  from 
Mexico. 

The  passport  regulations  which  re- 
quire the  American  Consuls  to  vise  all 
passports  of  those  desiring  to  migrate 
from  their  district  has  helped  some- 
what to  keep  the  undesirables  from 
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reaching  this  country.  These  consuls 
are  able  to  make  a  more  discriminating 
investigation  in  the  emigrant's  home 
town  than  inspectors  can  make,  often 
hundreds  of  miles  away.  There  is  an 
opportunity  through  our  consular  serv- 
ice for  this  country  to  exercise  a  more 
eflFective  control  over  immigration  from 
Mexico  if  the  present  passport  regula- 
tions are  continued.  If  the  consuls  are 
to  assist  in  selecting  only  those  for 


entry  to  this  country  who  are  physi- 
cally and  mentally  fit,  who  have  no 
criminal  record  and  are  not  likely  to 
-become  public  charges,  every  consular 
oflSce  in  Mexico  must  have  trained 
investigators  on  its  staff.  The  very 
best  system  organized  to  keep  out 
undesirables  will,  however,  prove  in- 
effective unless  our  government  puts 
into  effect  some  means  for  policing  our 
long  border  line. 


The  Mexican  in  Los  Angeles  from  the  Standpoint  of  the 
Religious  Forces  of  the  City 


By  G.  Bromley  Oxnam,  S.  T.  D. 

Pastor,  Church  of  all  Nations,  Los  Angeles 


THERE  are  approximately  30,- 
000  Mexicans  in  the  city  of 
Los  Angeles,  composed  largely  of  three 
distinct  groups:  the  descendants  of  the 
original  settlers  of  California,  known 
as  " Calif ornians"  or  "Spanish";  the 
refugee,  representing  the  cultiu^ 
classes  of  pre-Revolution  days  in  Mex- 
ico; and  the  laborer,  constituting  the 
large  majority  of  the  Mexican  popula- 
tion. The  "  Calif ornians"  have  found 
their  place  in  the  social  life  and  are 
loyal  American  citizens.  The  refugee 
has  generally  located  in  the  better  sec- 
tions of  the  city  and  does  not  present 
a  critical  social  problem,  except  for  the 
occasional  family  which  fled  to  America 
without  funds.  The  laborer,  how- 
ever, presents  a  compelling  social  chal- 
lenge constituting  at  once  the  most 
serious  foreign  problem  in  Los  Angeles 
and  the  city's  largest  Americanization 
opportunity. 

Large  numbers  of  Mexicans  are  cross- 
ing the  border  at  the  present  time, 
but  as  yet  this  influx  has  not  materially 
affected  the  Los  Angeles  situation. 
The  results,  therefore,  of  the  recent 
study  conducted  by  the  writer  for 
the  Interchurch  World  Movement  will 


show  clearly  the  social  conditions  pre- 
vailing among  the  Mexicans,  with 
which  the  religious  forces  of  the  city 
must  deal  in  building  a  new  program 
that  seeks  the  complete  transformation 
of  the  community  Ufe. 

This  study  showed  that  while  real 
improvement  has  been  made  in  the 
reduction  of  the  number  of  one  and 
two-room  dwellings  during  the  last 
eight  years,  28  per  cent  of  the  Mexican 
habitations  have  no  sinks,  32  per  cent 
have  no  lavatories,  and  79  per  cent 
have  no  bathtubs.  The  condition  of 
these  houses  is  classified  as  follows: 
Good,  5  per  cent;  fair,  40  per  cent;  poor, 
45  per  cent;  very  bad,  10  per  cent.  Of 
the  houses,  60  per  cent  are  of  frame 
construction,  while  5  per  cent  are  of 
brick,  and  35  per  cent  are  shacks.  The 
worst  conditions  obtain  in  the  house 
courts.  A  house  court  generally  con- 
sists of  two  rows  of  houses  built  on  a 
small  lot,  often  with  a  shorter  row  of 
houses  between  the  two  at  the  rear  end 
of  the  lot.  The  houses  are  constructed 
of  rough  1  X  12  ft.  pine  boards  with 
battened  cracks.  Thin  partitions  of 
similar  construction  separate  the  habi- 
tations, which  consist  of  two  rooms — 
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one  used  for  living  and  sleeping,  the 
other  for  the  kitchen.  Lack  of  pri- 
vacy, inadequate  toilet  facilities,  and 
overcrowding  characterize  the  courts 
throughout. 

Another  serious  factor  revealed  b 
the  high  rate  of  adult  illiteracy.  Of 
this  group,  55  per  cent  of  the  men  and 
74  per  cent  of  the  women  can  not  speak 
English;  67  per  cent  of  the  men  and 
84  per  cent  of  the  women  can  not  read 
English,  and  75  per  cent  of  the  men 
and  85  per  cent  of  the  women  can  not 
write  English.  Since  these  conditions 
obtain  in  1,081  families  studied,  in 
which  there  are  2,073  adults,  it  would 
appear  that  there  are  more  than  10,000 
adult  Mexicans  whose  literacy  in  Eng- 
lish would  tally  with  the  above  figures. 
It  must  be  stated,  however,  that  the 
coming  generation,  owing  to  the  splen- 
did work  of  the  Los  Angeles  city  schools, 
will  read,  write  and  speak  EngUsh. 
At  present  89  per  cent  of  the  children 
speak,  80  per  cent  read  and  76  per  cent 
write  English.  However,  only  a  small 
percentage  of  the  children  are  in  the 
high  schools,  probably  not  more  than 
5  per  cent  being  in  actual  attendance. 

Sickness  and  disease  reap  a  frightful 
toll  among  the  poorer  classes  of  Mexi- 
cans. A  study  of  the  Ann  Street  Dis- 
trict in  the  heart  of  the  Mexican  sec- 
tion showed  that  while  tubercidosis 
caused  17.4  per  cent  of  the  total  deaths 
of  the  entire  city,  it  caused  39.2  per 
c«it  of  the  deaths  in  that  district  dur- 
ing the  same  period.  Poor  and  insuffi- 
cient food,  overcrowding  and  lack  of 
ventilation,  lack  of  facilities  for  clean- 
liness, ignorance  of  personal  hygiene 
coupled  with  low  wages  have  contrib- 
uted largely  to  the  tuberculosis  menace 
mentioned,  and  likewise  have  devel- 
oped the  high  infant  mortality  rate 
prevailing  among  the  Mexicans.  The 
infant  mortality  rate  is  nearly  three 
times  as  high  among  this  people  as  in 
the  city  at  large. 


The  result  of  bad  housing,  illiteracy, 
and  disease  is  seen  clearly  in  the 
records  of  the  Los  Angeles  County 
Charities.  The  Mexican,  representing 
but  one-twentieth  of  the  population, 
contributes  nearly  one-quarter  of  the 
poverty  ca^s  handled  by  the  county. 
Sickness  and  disease  were  listed  as  the 
major  causes  in  67  per  cent  of  the  cases 
studied. 

These  conditions  are  again  reflected 
in  the  juvenile  delinquency  records. 
Of  the  1,379  juvenile  delinquents  re- 
ported by  the  County  Probation  Officer 
for  the  year  1919,  176  were  Mexican. 
The  Mexican  children  are  contributing, 
therefore,  13  per  cent  of  the  juvenile 
delinquency  of  the  city.  Li  this  con- 
nection, it  is  interesting  to  note  that 
the  percentage  of  crime  among  adult 
Mexicans,  however,  is  but  little  higher 
than  that  of  the  city  as  a  whole.  Of 
the  50,025  arrests  made  in  1919,  but 
2,755  were  Mexicans  or  5.5  per  cent 
of  the  total. 

The  wages  received  by  the  Mexicans 
have  increased  materially  since  the 
war,  though  there  is  real  doubt  as  to 
whether  the  Mexican's  condition  has 
been  greatly  improved,  since  the  in- 
creased earnings  have  been  absorbed 
largely  by  the  increased  food  costs  and 
the  exorbitant  rents.  Prior  to  the  war, 
wages  ran  from  $1.60  to  $2.50  per  day, 
the  general  average  approximating 
$2.00. 

At  present  the  wage  averages  $3.45 
per  day.  This  wage  is  likely  to  main- 
tain for  some  time,  since  there  is  a 
steady  demand  for  Mexican  labor.  It 
is  quite  probable  that  the  temporary 
rule  rescinding  the  head  tax  and  the 
literacy  test  of  the  Immigration  Law 
will  be  revoked  by  the  Secretary  of 
Labor  in  the  near  future,  thus  auto- 
matically shutting  out  large  bodies  of 
Mexican  workmen,  and  holding  the 
demand  for  Mexican  labor  at  its  pres- 
ent level. 
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The  foregoing  conditions  constitute 
the  challenge  flung  at  the  organized 
religious  forces  of  Los  Angeles  by  the 
Mexican  population.  The  churches 
are  organizing  to  remove  the  intolera- 
ble housing  conditions,  the  menace  of 
adult  ilUteracy,  the  inroads  of  disease, 
and  the  abnormal  poverty  situation. 
Recognizing  the  close  relation  of  wa^e 
scales  to  these  conditions,  the  churches 
are  Ukewise  concerning  themselves  with 
this  factor.  They  frankly  face  the  fact 
that  80  per  cent  of  the  Mexicans  have 
virtually  refused  to  become  American 
citizens,  and  have  come  to  the  conclu- 
sion that  the  anti-social  conditions 
prevailing  are  a  major  cause  of  this 
refusal.  The  churches  have  accepted 
this  challenge  and  at  present  are  draft- 
ing a  long  time  program,  seeking  the 
removal  of  all  anti-social  forces  and 
the  substitution  therefor  of  forces  mak- 
ing for  more  abundant  living.  The 
Protestant'  Churches  have  invested 
more  than  $350,000  in  property,  build-  . 
ings  and  equipment  to  carry  on  reli- 
gious and  social  work  among  the  Mexi- 
cans. In  addition  $260,000  has  been 
raised  and  wiQ.  be  spent  on  new  build- 
ings in  the  near  future.  While  the 
Protestant  membership  is  compara- 
tively small,  the  institutions  are  actu- 
ally serving  a  constituency  of  3,000 
families  or  a  total  population  of  be- 
tween ten  and  fifteen  thousand  people. 
These  churches  are  employing  sixty- 
three  social  workers  and  direct  the 
activities  of  several  hundred  volunteer 
workers.  The  Roman  CathoUc  Church 
is  likewise  serving  a  large  constiti^- 
ency  through  regular  churches,  and  is 
rendering  splendid  service  at  Brown- 
son  House,  a  Catholic  social  settlement. 

The  Mexican  territory  has  been  al- 
located between  the  various  Protestant 
denominations  and  duplication  prac- 
tically eliminated.  The  programs  of 
these  denominations  are  quite  similar, 
calling  for  the  erection  of  thoroughly 


equipped  conamunity  centers,  in  addi- . 
tion  to  houses  of  worship.  The  Meth- 
odist Episcopal  Church  will  raise  and 
spend  in  the  neighborhood  of  $500,000 
in  Mexican  work  in  Los  Angeles  within 
the  next  five  years.  One  branch  of 
this  denomination's  work  is  unique. 
It  is  known  as  the  Groodwill  Industries. 
Bags  are  placed  in  the  homes  of  Los 
Angeles  and  vicinity,  and  cast-oflf 
clothing  and  supplies  are  collected. 
This  material  is  taken  to  the  industrial 
headquarters  where  it  is  renovated. 
Destitute  Mexicans  are  employed  in 
this  work  and  receive  wages  running 
from  one  to  several  dollars  a  day. 
The  goods  are  then  sold  in  the  industry 
stores  at  low  prices.  The  plan  thus 
affords  relief  to  the  unemployed  and 
ineflScient,  and  likewise  supplies  cloth- 
ing to  the  people  at  prices  far  below 
the  market  prices.  The  income  derived 
practically  supports  the  work,  which 
in  addition  includes  classes  in  English, 
homemaking,  hygiene  and  religious 
education.  Furthermore,  men  and 
women  are  trained  in  certain  trades, 
such  as  tailoring,  shoemaking  and  car- 
pentry in  the  actual  work  of  remaking 
the  supplies  received. 

To  meet  the  housing  situation,  offi- 
cial representatives  of  the  various 
denominations  have  drafted  a  program 
calling  for  the  purchase  of  tracts  of 
land  and  the  erection  of  model  dwell- 
ings to  be  sold  to  Mexicans  on  easy 
terms  which  will  properly  finance  the 
project.  They  further  urge  that  ste{)s 
be  taken  to  secure  the  rigid  enforce- 
ment of  all  housing  laws,  that  the 
church  support  the  request  of  the  Los 
Angeles  Housing  Commission  for  addi- 
tional inspectors,  and  that  the  churches 
develop  an  organization  of  volimteer 
housing  inspectors  to  cooperate  as 
deputies  under  the  regular  city  in- 
spectors. 

It  is  further  planned  to  support  the 
home  teacher  movement  in  the  public 
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schools,  to  continue  all  settlement 
classes  in  English  and  to  develop  a 
series  of  home  charts  to  be  used  in 
teaching  English  and  religious  matters. 
It  is  felt  this  endeavor  will  contribute 
much  toward  the  solution  of  the  adult 
illiteracy  problem.  The  churches  also 
plan  to  support  the  request  of  the 
housing  commission  that  it  be  given  au- 
thority to  inspect  one-family  dwellings. 
This  is  felt  to  be  essential  if  the  cam- 
paign against  sickness  and  disease  is  to 
be  successful.  Several  churches  plan  to 
employ  district  nurses,  some  are  main- 
taining clinics  and  milk  stations,  and 
are  generally  agreed  that  a  prevento- 
rium should  be  provided  by  the  County 
to  which  children  from  tubercular 
homes  may  be  sent  when  conditions 
make  adequate  prevention  in  the  home 
impossible.  In  the  matter  of  poor  re- 
lief, the  churches  plan  to  cooperate 
fully  with  the  County  Charities  to 
eliminate  fraud  and  duplication,  and 
in  the  direct  attack  upon  poverty  to 
inform  the  commimity  through  its 
pulpit  and  press  that  tiie  largest  con- 
tributing cause  is  sickness,  the  major- 
ity ot  which  is  preventable.    Following 


this,  it  is  hoped  a  definite  campaign  to 
remove  the  causes  of  most  of  the  sick- 
ness will  be  inaugurated.  The  churches 
are  also  considering  definite  recom- 
mendations in  the  matter  of  the  sup- 
port of  families  bereft  of  the  bread 
winner.  Of  the  applications  for  poor 
relief  29  per  cent  were  traceable  to  this 
cause.  It  is  believed  that  this  ministry 
of  constructive  friendliness  will  break 
down  the  barrier  between  the  American 
and  the  Mexican  and  that  from  this 
friendly  relationship  will  develop  a 
willingness  on  the  part  of  the  Mexican 
to  become  an  American  citizen. 

With  the  constructive  programs 
planned  by  the  churches,  the  publicity 
such  work  will  certainly  give  to  the 
Mexican  problems,  the  willingness  on 
the  part  of  the  city  through  its  schools, 
social  agencies,  public  health  and  play- 
ground departments  to  serve  the  Mexi- 
can people,  it  is  not  too  much  to  hope 
that  the  major  menaces  now  surround- 
ing the  30,000  Mexicans  of  Los  Angeles 
may  be  largely  removed  and  this  group 
of  residents  from  a  neighboring  repub- 
lic be  given  the  opportunity  and  the 
desire  to  attain  more  abundant  living. 
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SOME  FACTS  AFFECTING  THE  ASSIMILATION 
OF  THE  IMMIGRANT 

Americanization 

By  Carol  Aronovici,  Ph.D.^ 

Late  Director  of  Housing  of  California  State  Commission  of  Immigration  and  Housing, 

Belvedere^  California 


WITH  the  first  rumble  of  the  Ger- 
man  guns  in  Bel^um  came  the 
consciousness  that  the  United  States 
might  be  involved  in  the  European 
struggle  and  that  a  new  and  stronger 
national  consciousness  must  be  created. 
We  were  aware  that  this  country  was 
confronted  by  a  vast  unassimilated 
mass  of  alien  population  whose  na- 
tional affiliations  were  uncertain, 
whose  political  ideals  were  unformed, 
whose  social  and  economic  Ufe  was 
unrelated  to  American  standards  and 
American  needs. 

To  what  extent  this  unassimilated 
mass  constituted  a  real  menace  to 
American  institutions  in  peace  and  to 
American  safety  in  war  no  one  knew 
and  few  cared.  Ignorant  and  blind 
patriotism  must  have  its  enemies  real 
or  imaginary  in  order  to  sustain  life. 
The  more  ignorant  we  are  of  the 
strength  and  cunning  of  the  enemy, 
the  more  we  can  emotionalize  the 
danger,  the  more  we  can  develop 
strength  on  the  wing  of  imagination. 
The  Americanization  movement  was 
therefore  born  in  fear.  Now  that 
the  war  is  over  it  is  dying  of  convul- 
sions. 

But  while  the  hosts  of  Americani- 
zers  were  demanding  human  sacrifice 
and  were  feeding  upon  the  freedom 
and  innocence  of  millions  of  foreign 
human  beings,  thousands  of  intelligent 
Americans  were  working  with  the 
foreign   groups    giving   them   of   the 

*  Author  of:  The  Social  Survey  (1916).  Amerv- 
canizatian  (1920),  etc.— The  Editob. 


treasures  of  the  traditions  of  this 
country  and  securing  from  them  loyal- 
ty and  self-sacrifice,  as  was  evidenced 
by  the  hundreds  of  thousands  of  men 
who  willingly  went  into  the  war,  and 
the  millions  upon  miUions  of  dollars 
that  these  very  elements  contributed 
towards  the  financing  of  the  war. 

To  one  who  knows  the  soul  and 
spirit  of  the  immigrant,  who  has 
passed  through  the  painful  experience 
of  analyzing,  sorting  and  accepting 
American  life,  the  spectacle  of  the  rabid 
and  ignorant  Americanizing  efforts 
was  disheartening.  It  did  not  repre- 
sent America  as  the  foreigner  has 
pictured  it  in  his  dreams  before  landing 
upon  these  shores.  It  flavored  more  of 
Hungary  where  the  magyarization  of 
several  millons  of  people  was  at- 
tempted by  means  not  consistent  with 
American  tradition,  or  of  Russia  of 
the  Tzarist  days  with  the  persecution 
of  the  Jew  and  the  denationalization 
of  the  Poles.  For  these  reasons  the 
Americanization  movement  could  not 
survive  during  normal  times.  It  was 
a  negative  movement;  one  that  de- 
manded human  sacrifice  and  which 
did  not  stop  with  the  expressions  of 
the  mob,  but  dragged  into  the  struggle 
some  of  the  high  officiab  of  the  United 
States  Government.  Should  we  be 
surprised  or  sorry  that  it  is  now  denied 
by  many  of  the  spontaneous  organiza- 
tions of  the  war  period  and  that  it  is 
allowed  to  pass  away  of  auto-intoxica- 
tion and  will  remain  unmourned  by 
its  once  staimch  friends? 
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I  am  aware  that  some  honest  work- 
ers still  maintain  that  there  is  room 
and  need  for  some  kind  of  a  movement 
which,  for  want  of  a  better  name, 
might  be  called « Americanization.  I 
am  even  willing  to  admit  that  much 
can  be  done  to  create  and  maintain  a 
strong  national  consciousness  which 
was  not  extant  during  the  war;  but 
that  the  word  Americanization  has 
fallen  into  disrepute  is  generally  ad- 
mitted, and  a  new  name  is  being  sought 
to  take  the  place  of  the  discredited 
term  of  the  war  period. 

Many  social  and  political  move- 
ments fail  not  because  of  their  aims 
but  because  of  their  methods.  The 
best  intentioned  eflForts  have  often 
failed  because  they  were  conceived 
for  selfish  reasons  and  were  pursued 
without  regard  to  the  human  elements 
involved.  A  movement  that  is  bom 
in  sympathy  and  not  hate,  imder- 
standing  and  not  suspicion,  patience 
and  not  haste,  appreciation  and  not 
contempt  will  sufcceed  and  the  future 
efforts  towards  the  assimilation  of  the 
foreign  elements  in  this  country  should 
recognize  these  facts. 

Before  developing  any  kind  of  pro- 
gram of  Americanization,  if  the  term 
is  to  be  retained,  it  is  well  U)  deter- 
mine what  could  be  rightly  included 
mider  this  term  and  what  the  elements 
to  be  contended  with  are. 

A  foreigner  is  an  individual  who  has 
been  removed  from  his  normal  native 
environment  with  its  customs,  lan- 
guage, aspirations,  folk  ideals,  racial 
and  national  loyalties,  economic  ad- 
justment and  legal  control  and  placed 
in  a  new  environment  which  he  has 
neither  the  means  nor  the  power  to 
understand.  It  would  be  a  remarkable 
mentality  that  would  honestly  accept 
American  life  imchallenged  and  it 
would  be  a  dangerous  and  dishonest 
alien  who  would  pretend  to  know  and 
love  this  country  without  going  through 


a  long  and  painful  process  of  assimila- 
tion. During  the  war  we  were  more 
willing  to  accept  the  pretense  of 
Americanism  than  to  accept  the  honest 
challenge  of  the  imassimilated  to 
prove  the  high  quaUties  of  American 
life  as  superior  to  the  life  of  the  home 
country.  We  accepted  simulation  as 
assimilation  and  forgot  that  the  dictum 
in  Rome  to  do  as  the  Romans  do  is 
merely  etiquette  that  belongs  to  the 
group  of  conventional  lies  that  have 
no  room  in  true  assimilative  effort. 

Let  us  see  what  the  foreigner  had  to 
give  up  in  the  process  of  assimilation: 

Language,  No  one  should  sympa- 
thize more  with  the  effort  to  accept  a 
new  language  in  place  of  the  old  than 
the  American  who  has  from  time  to 
time  made  an  effort  to  learn  a  new 
language.  Yet,  during  the  war,  laws 
were  passed  prohibiting  the  use  of 
foreign  languages  in  assemblies  of 
foreign-bom  persons;  foreign  language 
papers  were  suppressed  or  watched 
as  we  would  watch  dangerous  crim- 
inals; persons  who  spoke  a  foreign 
tongue  were  constantly  suspected  of  dis- 
loyalty or  im-Americanism.  All  this 
was  done  in  the  face  of  the  obvious 
fact  that  the  laws  and  customs  of  this 
country  can  just  as  well  be  explained 
in  French,  Polish  or  Russian,  and  that 
in  the  case  of  the  foreign  groups  their 
own  language  was  the  only  medium 
through  which  we  could  have  reached 
them  and  through  which  education  in 
American  ways  could  be  achieved. 

I  have  often  said  that  I  would 
rather  the  immigrant  would  love 
America  in  German  than  hate  America 
in  English.  To  fear  that  the  speaking 
of  a  foreign  language  is  detrimental 
to  loyalty  is  as  absurd  as  to  think  the 
Swiss  are  not  a  united  nation  because 
French,  German  and  Italian  are  spoken 
in  Switzerland. 

As  I  look  back  upon  the  environ- 
ment in  which  I  first  saw  the  light  of 
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day  and  in  which  I  spent  my  child- 
hood and  compare  it  with  the  radical 
changes  that  have  taken  place  in  my 
mode  of  living,  point  of  view  and  sym- 
pathies, I  am  startled  to  think  that 
such  a  radical  change  in  one's  life  and 
aspirations  and  ideals  could  take  place 
within  comparatively  few  years.  Some 
of  these  changes  have  been  gradual 
and  imconscious,  while  others  have 
been  more  violent  and  not  without  a 
certain  intellectual  and  spiritual  re- 
sistance and  resentment.  None  of 
them  have  been  the  result  of  conscious, 
organized  Americanization  from  with- 
out, but  they  have  achieved,  never- 
theless, what  I  am  bold  enough  to 
consider  a  rather  thorough  American- 
ization. Throughout  this  transfor- 
mation I  have  endeavored  to  retain 
whatever  of  the  old  ideals  and  aspira- 
tions I  felt  were  helpfid.  They  have 
kept  me  nearer  to  the  people  and 
achievement  of  Europe  without  in  any 
way  interfering  with  my  new  adjust- 
ments and  new  mode  of  life.  One 
can  more  easily  accept  the  tradition 
of  New  England  if  his  own  tradition 
is  not  subject  to  violence;  one  can 
more  readily  understand  the  genius  of 
American  institutions  in  home,  in 
church,  in  politics,  in  art  and  in  litera- 
ture' if  some  respect  is  shown  to  their 
own  genius  in  these  fields  of  human 
endeavor.  Methods  that  tend  to  cre- 
ate resistances  are  not  only  im-Ameri- 
can  but  are  inexpedient  in  achieving 
the  results  desired. 

No  one  is  responsible  for  his  race  or 
his  nationality,  but  each  person  must 
assume  responsibilities  for  the  stand- 
ing of  his  race  or  nation  in  the  world 
and  its  perpetuation.  America  tends 
to  denationalize  its  immigrants  and 
destroy  or  absorb  their  racial  charac- 
teristics. During  the  war  Anglo- 
Saxon  civilization  was  held  before  the 
immigrant  as  the  highest  achievement 
of  the   most  highly   developed  race. 


Anglo-Saxon  and  American  civiliza- 
tion were  confused.  The  result  of 
this  confusion  was  that  all  the  scores 
of  nationalities  and  races  of  this 
country  were  expected  to  accept  ways 
of  Uving  and  thinking,  not  of  a  new 
nation,  but  of  an  aUen  nation  with 
which  America  has  only  remote  rela- 
tions and  affiliations.  The  immi- 
grant who  had  come  to  this  country 
to  find  a  great  heterogeneous  mass  of 
people  sharing  a  new  political  and  so- 
cial ideal  found  himself  confronted 
with  the  problem  of  accepting  as  fact 
the  presumptions  that  what  is  not 
Anglo-Saxon  is  not  American,  and 
that  his  race  and  national  characters 
must  conform  to  a  strict  code  which  is 
not  the  creation  of  a  great  synthetic 
mass  of  peoples  from  the  four  comers 
of  the  earth  but  the  strict  code  of  a 
civilization  which  controlled  the  des- 
tinies of  this  country  a  century  and  a 
half  ago. 

To  this  w:as  added  the  artificial  ancj 
unfortunate  classification  of  people 
into  native,  alien  and  enemy  alien. 
Where  there  was  unity  the  war  created 
antagonisms  and  where  there  was 
loyalty  we  made  every  efiFort  to  instill 
fear.  We  came  out  of  the  war  less 
Americanized  than  we  went  into  the 
war,  and  it  was  all  due  to  American- 
izers  and  their  lack  of  understanding 
of  their  task  and  their  subjects. 

Had  we  recognized  that  only  be- 
tween equals  or  potential  equals  can 
peace  and  civilization  develop  and  be  of 
common  benefit,  the  new  national  con- 
sciousness created  by  the  war  would 
been  have  justified  and  would  have 
been  creative  of  a  new  national  life. 

There  was  a  certain  respect  for  the 
immigrant  who  had  become  an  Ameri- 
can citizen  during  the  war.  With 
many  it  was  merely  a  protective  colora- 
tion so  useful  in  concealing  old  aspira- 
tions, ideals  and  suspicions.  Unassim- 
ilated  citizenship  is  more  dangerous 
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to  American  institutions  than  the 
mass  of  aliens  which  remains  unas* 
similated  and  does  not  endeavor  to 
participate  in  the  aflFairs  of  gov- 
ernment. Yet  the  Americanization 
movement  centered  its  attention  upon 
the  making  of  legal  citizens  without 
regard  to  the  essential  requirements  of 
intelligent  citizenship.  I  have  always 
had  more  respect  for  the  alien  who 
refuses  to  accept  American  citizenship 
brfore  he  is  ready  for  it  than  for  the 
man  or  woman  who  seeks  such  citizen- 
ship not  as  a  prize  for  service  but  as  a 
protection  against  suspicion.  A  for- 
eign government  that  would  coinpel 
any  American  to  deny  his  allegiance 
to  this  country  as  the  price  of  enjoying 
the  privilege  of  residence  would  be 
looked  uix)n  with  scorn  by  America. 
Do  we  owe  less  to  other  governments 
in  our  relation  to  their  citizens? 

Prom  what  I  have  said  within  the 
limited  scope  of  this  brief  article  it 
may  be  gleaned  that  I  am  opposed  to 
the  Americanization  movement  as 
conceived  and  carried  on  during  the 
war  by  many  classes  of  workers.  I 
am  opposed  to  this  movement  because 
I  believe  in  Americanization,  because 
I  feel  that  to  Americanize  the  immi- 
grant is  a  solemn  duty  of  America  and 
because  I  know  that  we  can  not  take 
away  one's  nationahty  without  first 
accepting  that  nationality  as  an  asset 
to  be  respected,  and  as  a  gift  that  must 
in  part  be  incorporated  in  the  sum  total 
of  American  civilization.  The  weav- 
ing of  national  and  racial  characters 
of  the  alien  into  the  fabric  of  American 
civilization  is  the  real  task  of  American- 
ization. If  we  refuse  to  accept  this 
doctrine  we  should  close  our  doors  to 
the  immigrant  or  exclude  him  from 
ever  becoming  a  part  of  this  country's 
national  life. 

I  have  dealt  rather  scathingly  with 
a  movement  that  has  attained  much 
power  and  some  prestige  in  this  coim- 


try.  The  sooner  the  movement  is 
forgotten  the  better  for  the  immigrants 
and  for  America.  The  question  may 
justly  be  asked,  however,  as  to  what 
should  be  done?  In  answer  to  this 
may  I  state  that  long  before  the  war 
much  good  work  was  done  by  the  social 
settlements  and  the  churches,  the 
charitable  organizations  and  the  pro- 
tective agencies,  the  schools,  the  indus- 
tries and  the  labor  unions. 

There  are,  however,  a  few  aspects 
of  ,the  problem  of  Americanization 
that  would  lend  themselves  to  a  con- 
structive program  that  would  contain 
none  of  the  elements  of  fear  and  sus- 
picion characteristic  of  the  movement 
during  the  war.    These  are: 

Fair  treatment  in  relation  to  Ameri- 
can institutions.  This  would  mean 
ample  protection  of  the  immigrant 
from  the  moment  he  lands  in  the 
immigration  station  to  the  time 
when  he  becomes  self-reliant  and 
independent  in  dealing  with  his  own 
personal  problems.  One  injustice  in 
industry  or  the  courts  will  do  more  to 
delay  or  destroy  confidence  in  the 
good  will  of  this  country  than  can  be 
established  by  all  efforts  to  teach  the 
immigrant  the  intricacies  of  American 
government  and  American  life.  The 
force  of  experience  is  vastly  more 
potent  than  book  education. 

I  wish  I  might  recite  some  of  the 
difficulties  and  problems  that  I  en- 
countered during  the  first  two  years 
of  my  stay  in  this  country  as  an  immi- 
grant. My  own  experiences  point  to 
tlie  need  of  immigrant  protection  as 
the  most  important  means  of  creating 
a  type  of  mental  receptivity  which  is 
the  first  essential  in  all  efifort  towards 
assimilation. 

Recognition  of  racial  and  national 
values  is  another  element  that  can 
not  be  disregarded  in  assimilative 
efiPort.  These  foreign  groups  bring 
with  their  new  hopes  and  ambitions 
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certain  cultural  backgrounds  and  char- 
acters that  we  might  do  well  to  study 
and  as  far  as  possible  leave  unchanged 
in  their  process  of  assimilation. 

The  monumental  work  on  The 
Polish  Peasant  in  Europe  and  America 
by  William  I.  Thomas  and  Florian 
Znaniecki  indicates  the  need  and  the 
extent  of  such  studies.  If  we  are  to 
deal  fairly  with  a  problem  of  denation- 
alization we  must  deal  scientifically 
with  the  material  to  be  handled  and 
evaluate  it  in  terms  of  the  new  na- 
tionalism which  we  are  endeavoring 
to  create  in  this  country. 

Inunigrant  education  as  represented 
by  the  schoob  and  the  social  agencies 
has  the  one  serious  defect  of  being 
devoid  of  spontaneity.  Little  or  noth- 
ing is  left  to  the  initiative  of  the 
immigrant  and  not  infrequently  the 
teaching  staff  is  unable  to  understand 
the  fundamental  and  elementary  prin- 
ciples of  race  and  national  psychology. 
We  must  train  the  teachers  to 
meet  this  important  need  in  the 
teaching  profession,  but  above  all 
we  must  leave  to  the  immigrant 
some  choice  as  to  the  studies  he  is  to 
undertake. 

In  the  teaching  of  citizenship  we 
frequently  find  that  there  is  no  oppor- 
tunity for  practical  experience  or  self- 
expression.  The  fact  that  there  are 
so  many  radical  movements  among  the 
foreigners  is  an  indication  of  their 
political-mindedness,  but  we  seldom 
take  advantage  of  it  by  organizing 
community  councils,  community  cen- 
ters and  other  organizations  in  which 
the  immigrant  may  participate,  instead 
of  merely  receiving  education. 

Recognition  of  national  rights  of 
the  home  country  must  be  made  a 
part  of  the  Americanization  move- 
ment.   The    attitude    that    America 


lias  taken  towards  European  nations 
has  had  its  effects  upon  the  rate 
of  Americanization  in  this  coimtry. 
Whatever  we  may  think  about  the 
feasibility  of  one's  Americanism  when 
he  still  holds  affections  for  the  home 
country  we  must  recognize  the  fact 
that  we  can  not  break  all  ties  or  de- 
stroy all  affection  for  one's  country  of 
birth.  The  justice  dealt  out  to  the 
home  countries  through  the  influence 
of  American  international  relations  is 
bound  to  have  its  effect  upon  the  immi- 
grant groups  in  America  coming  from 
these  countries. 

This  country  is  a  miniatiu*e  Eiu-ope 
and  it  is  not  enough  to  give  the  immi- 
grant a  square  deal  here;  we  must 
apply  the  same  principles  to  our  rela- 
tions abroad.  The  Irish  question  has 
bafiied  political  parties  in  this  coun- 
try, but  not  so  the  Polish  or  the 
Macedonian  questions.  They  have, 
nevertheless,  been  real  factors  in  our 
political  life  and  will  be  increasingly 
important  questions  as  the  reconstruc- 
tion or  confusion  in  European  inter- 
national affairs  are  participated  in  by 
this  country.  The  loyalty  of  the 
Poles,  the  Russians,  the  Greeks,  etc., 
in  some  measure  will  be  determined 
by  the  international  poUtics  of  the 
United  States. 

I  have  pointed  out  briefly  what 
should  be  taken  into  account  in  the 
development  of  a  constructive  program 
of  national  integration  in  the  United 
States.  Protection,  understanding, 
participation,  acceptance  of  racial  and 
national  values  and  fair  international 
relations  are  the  sum  total  of  what  we 
need  to  recognize  as  fundamental  to 
Americanization.  ^  All  other  factors  will 
be  dependent  upon  the  loyalty  that  the 
movement  shows  towards  these  funda- 
mentals. 
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The  Oppression  Psychosis  and  the  Immigrant 

By  Herbert  Aj>olphus  Miller,  Ph.I)^ 
Vtdlemor  of  Sociology,  Oberlin  College 


THE  problem  of  the  immigrant  has 
its  roots  deep  in  the  laws  of  psy- 
chology and  can  never  be  solved 
except  through  an  adaptation  of  prac- 
tical treatment  to  inner  impulses  which 
have  been  nurtured  through  a  long 
experience  with  abnormal  conditions. 
The  basis  of  these  impulses  has  been 
the  desire  for  freedom.  I  mean  by 
desire  for  freedom  the  instinctive  im- 
pulse for  imfettered  and  therefore 
normal  self-expression. 

When  the  game  is  open  and  fair  and 
thereby  free,  one  may  be  beaten,  dis- 
appointed, and  yet  happy  from  the 
surplus  of  joy  arising  out  of  the  game 
itself,  whether  it  be  business,  golf  or 
war.  But  if  the  freedom  of  the  conflict 
is  limited  in  any  way  as  by  an  unfair 
referee,  a  secret  alliance  or  any  other 
form  of  loaded  dice,  even  though  one 
may  win,  the  thrill  of  it  is  mitigated; 
whereas  if  one  loses,  over  and  above 
the  loss,  there  is  a  resentment  deep 
and  pervasive.  Such  a  conflict  is  ab- 
normal as  contrasted  with  the  free  and 
normal  struggle  in  whjgh  men  will 
ahvays  find  a  fulness  of  Mb. 

The  abnormality,  howwer,  does  not 
inhere  in  a  relationship  viewed  merely 
externally,  but  must  be  estimated  or 
measured  entirely  by  the  pathology  of 
its  psychological  results.  When  cer- 
tain kinds  of  psychopathological  con- 
ditions are  foimd,  we  may  postulate  an 
abnormal  relationship  as  a  cause.  We 
need  not  appeal  to  abstract  principles 
of  justice  to  determine  what  shall  be 
the  relations  of  races,  nations  and 
classes,  but  we  need  to  observe  what 
'Sometime  Chief  of  the  Division  of  Immigrant 
Heritages  in  the  Carnegie  Corporation's  Ameri- 
canization Study  and  Director  of  the  Mid-Europ- 
ean Union.  Author  of:  The  School  and  the  Irnmu 
grant  (1916). — ^The  EonoB. 


are  the  resultant  attitudes  and  then 
we  may  adjust  the  method  of  states- 
craft  and  international  relations  so  as 
to  make  inoperative  the  causes  which 
produce  the  pathological  conditions. 

The  particular  form  of  pathology 
which  is  involved  in  our  problem  may 
be  called  the  oppression  psychosis. 
Oppression  is  the  domination  of  one 
group  by  another,  politically,  eco- 
nomically or  culturally,  singly  or  in 
combination.  Psychosis  is  a  state  of 
consciousness.  The  word  originally 
applied  to  any  state  of  consciousness, 
but  it  has  been  used  so  much  in  con- 
nection with  psychopathology  that 
now  it  may  mean  anything  from  insan- 
ity to  an  exaggerated  attitude.  In  my 
use  of  the  term  I  mean  those  persistent 
and  exaggerated  mental  conditions 
which  are  characteristically  produced 
under  conditions  where  one  group  dom- 
inates another. 

I  do  not  wish  to  overemphasize  the 
Freudian  basis  of  my  theory,  because 
there  is  much  in  the  Freudian  system 
which  is  not  essential  to  my  treatment 
of  the  problem,  but  at  the  same  time 
there  is  no  question  but  that  the  Freud- 
ian approach  throws  much  light  on 
what  has  hitherto  not  been  adequately 
analyzed. 

The  division  of  consciousness  into 
the  emotional,  volitional  and  cognitive 
we  know  is  merely  artificial  and  con- 
venient for  clearer  understanding,  and 
is  in  part  a  hold-over  from  the  theo- 
logical and  metaphysical  methods  of 
thought.  We  now  think  of  these  three 
as  merely  different  aspects  of  the  same 
unity  and  recognize  that  they  have 
their  roots  below  consciousness;  and, 
so  far  as  they  spring  from  instincts,  go 
back  to  evolutionary  origins. 
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A  volitional  impulse,  then,  may  find 
its  origin  in  some  instinctive  value 
which  was  once  essential  to  survival, 
and  there  will  be  an  appropriate  emo- 
tion and  idea  to  go  with  it.  Thus  the 
hunting  instinct  sends  men  fishing, 
and  they  feel  joy  in  it,  and  at  the  same 
time  formulate  ideas  which  make  it 
rational  to  fish.  The  will  is  the  doing, 
and  appears  only  in  the  process. 

At  the  bottom  of  all  consciousness 
is  a  "wish,"  "urge"  or  "disposition" 
which  has  its  origin  in  an  evolution  in 
which  it  was  preserved  because  it  had  a 
survival  value.  When  the  wish,  urge, 
or  will,  as  we  shall  call  it,  is  frustrated 
or  inhibited  it  does  not  yield  passively. 
It  was  created  to  struggle,  and  opposi- 
tion stimulates  it  to  struggle  harder. 

Many  diseases  of  the  individual 
come  from  inhibitions  of  this  sort  which 
are  imposed  by  all  sorts  of  conditions 
of  Ufe.  Many  are  products  of  con- 
vention. The  psycho-analysts  resolve 
many  abnormal  states  of  mind  simply 
by  making  the  patient  understand  the 
cause,  and  then  when  possible  remove 
the  cause. 

Although  part  of  what  I  am  main- 
taining is  analogy  and  not  identical,  I 
think  there  is  no  hope  for  a  world  of 
peace  and  cooperation  until  some  sim- 
ilar method  is  applied  to  the  problems 
arising  out  of  the  abnormal  conflict  of 
groups,  whether  nations  or  classes. 
The  group  is  an  object  for  which  it  is 
instinctive  to  strive,  and  in  connection 
with  which  we  have  our  strongest 
emotions. 

A  political,  economic  or  cultural 
domination  simply  means  the  frus- 
trated will  of  a  group.  They  may  be 
defined  as  autocratic,  plutocratic  or 
cultocratic  control.  The  struggle  for 
freedom  which  has  been  so  much  a 
part  of  the  world's  history  and  much 
to  the  fore  recently  has  not  been  a 
struggle  for  individual  freedom  so 
much  as  for  freedom  of  groups.    The 


whole  world  responded  immediately 
to  the  idea  of  "  self-determination '* 
because  it  is  an  instinctive  "wish"  for 
which  people  have  always  felt  and 
strived,  though  it  has  only  recently 
been  defined. 

Freedom  is  not  what  we  have  so 
often  tried  to  make  it  mean,  an  ab- 
sence of  determinism,  but  merely  an 
instinctive  demand  for  the  privilege  of 
self-determination.  When  freedom  is 
denied,  frustration  and  disease  result, 
not  only  for  the  individuals  but  in  the 
relationship  of  societies.  I  mean  by 
an  oppression  psychosis,  then,  the 
"balked  disposition"  of  a  group, 
which  is  reflected  by  all  of  the  mem- 
bers characteristically. 

In  the  struggle  which  always  follows 
on  the  trail  of  frustration  some  sub- 
stitute is  found  whose  excesses  measure 
the  pathology.  A  nation,  for  example, 
in  striving  to  be  free,  say  the  Irish; 
under  the  present  economic  and  politi- 
cal conditions  their  struggle  does  not 
succeed.  It  has  been  the  error  of 
states  to  think  that  if  the  national  as- 
piration was  prevented  from  accom- 
plishment their  end  was  achieved. 
The  Irish,  however,  have  succeeded  so 
well  in  demonstrating  to  the  world 
that  this  is  ng|  true,  that  their  case  may 
be  taken  asfl  generic  illustration  for 
the  oppression  psychosis.  In  spite  of 
this  we  still  find  the  tendency  to  talk 
about  the  Irish  as  though  they  were 
normal;  just  as,  before  Carleton  Parker, 
the  I.  W.  W.  were  considered  perverse 
instead  of  psychopathic.  The  reason 
for  this  is  that  their  abnormality  has 
not  yet  been  objectively  analyzed. 
On  all  such  problems  we  get  confused 
by  talking  about  justice  and  rights  as 
abstract  principles  when  the  evidence 
of  them  is  found  in  the  attitudes  of 
people  themselves.  We  have  even 
come  to  attribute  certain  biological 
and  racial  characteristics  to  the  Irish 
and  to  the  Jews  when  their  peculiari- 
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ties  are  nothing  but  injustice  frozen 
into  psychology. 

In  the  diagnosis  of  national  traits, 
of  all  people  who  have  not  been  sover- 
eign, we  must  always  look  for  some 
oppression  resultant  of  which  there 
are  certain  outstanding  symptoms  that 
are  amazingly  uniform.  "American- 
ization" must  be  largely  psychiatry 
directed  towards  the  outstanding  facts 
or  psychoses.  An  oppressed  group  is 
abnormally  subjective.  Its  inability 
to  realize  itself  freely  has  turned  badk 
attention  to  itself  imtil  its  self -con- 
sciousness becomes  entirely  out  of  focus. 
In  other  words,  an  oppressed  group  is 
hyperaesthetic  to  itself.  There  is  a 
complete  incapacity  to  view  its  own 
problems  objectively.  Women  have 
through  long  history  belonged  to  an 
oppressed  group  and  a  prevailing  psy- 
chosis is  illustrated  by  the  reply  of  the 
woman  whose  husband  said  to  her, 
"The  trouble  with  women  is  that  they 
take  everything  personally."  "That 
isn't  so,"  she  said,  "I  don't."  Any 
one  who  has  known  Irish,  Jews,  Poles 
or  any  other  people  who  have  long 
been  dominated  is  famiUar  with  this 
tendency  to  personal  interpretation. 
There  is  always  a  chip  on  the  shoulder 
to  which  the  slightest  jar  calls  atten- 
tion. 

Closely  related  to  this  subjectivity 
is  the  tendency  to  be  suspicious,  which 
is  nothing  but  a  method  of  being  on 
guard.  Social  workers  have  often  re- 
marked that  certain  immigrant  nation- 
aUties  are  suspicious.  In  the  group 
experience  a  suspicious  attitude  has 
been  necessary  as  a  protective  device. 
In  the  effort  to  resist  absorption  which 
used  all  sorts  of  subterfuges,  the  dom- 
inated group  learned  to  meet  any 
overture  with  suspicion. 

The  effect  on  the  nervous  system 
may  take  various  forms.  Clearly  the 
inhibition  of  an  instinct  must  have  a 
neutral   sequence.     In  fact  what  we 


have  designated  as  Jewish  characteris- 
tics are  largely  based  on  the  nervous 
reactions  which  have  resulted  from 
more  varieties  and  longer  oppression 
than  those  of  any  other  group.  The 
Jew  is  introspective,  analytical,  ag- 
gressive and  conspicuous.  The  Negro 
also  has  many  of  the  same  characteris- 
tics, although  he  has  not  yet  devel- 
oped so  many  compensatory  values, 
such  as  reUgious'soUdarity  and  busi- 
ness technique. 

A  technique  is  developed  by  the 
group  and  the  individuals  in  it  to  meet 
the  situation  andji^tain  the  self-esteem 
necessary  to  life.  The  oppressed  peas- 
ant has  a  shrewdness  and  cunning 
which  he  would  not  have  had  if  he 
could  have  had  freer  relations  with  his 
masters,  and  the  Jewish  capacity  to 
trade  was  developed  under  a  necessity 
for  survival  in  which  trade  offered  the 
only  possibility.  The  technique  is  no 
more  racial  than  is  that  of  the  college 
boy  who  learns  the  method  of  selling 
books,  and  succeeds  iji  making  it  work. 

Aggressiveness  also  is  the  product  of 
the  instinct  for  the  suppressed  indi- 
vidual to  make  up  for  his  inferiority. 
A  small  man  is  more  often  than  not 
self-assertive,  and  for  the  same  reason 
that  the  Negro  makes  himself  con- 
spicuous; the  inferiority  complex  is  as 
applicable  to  groups  as  to  individuals. 

The  most  outstanding  result  of  the 
oppression  psychosis  is  to  create  a 
group  solidarity  which  is  far  stronger 
than  could  have  been  created  by  any 
other  means.  Whenever  there  is  a 
conflict  both  sides  increase  their  soli- 
darity, but  the  one  which  loses  and  is 
dominated  has  the  supplementary 
instinct  of  hate  to  stimulate  its  unity. 
In  most  cases  hate  is  developed  by 
actual  or  feared  domination.  A  gen- 
uine American  opposition  to  Germany 
was  not  secured  iintil  it  was  possible 
to  appeal  to  the  fear  of  the  imposition 
of  Grerman  authority  on  America,  and 
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then  the  hate  instinct  expanded  with- 
out limit. 

When  the  nation  in  its  own  right  is 
prevented  from  self-expression  there 
are  always  adopted  certain  compensa- 
tory objects  of  the  will,  or  certain  sym- 
bols on  which  the  energy  of  the  group 
is  expended.  Both  the  objects  and  the 
symbols  come  to  have  a  reality  and 
meaning  which  are  not  at  all  justifiable 
in  themselves,  but  w*hich,  as  defensive 
institutions,  serve  to  preserve  the 
group.  Just  as  in  the  individual  psy- 
chopathic case  where  the  patient  has 
transferred  the  focus  of  his  attention 
to  something  abnormal,  without  any 
knowledge  of  the  fact,  so  in  this  case 
a  whole  nation  may  embrace  an  idea 
or  line  of  conduct,  thinking  it  is  act- 
ing rationally  while  it  really  is  only 
instinctive. 

Language  and  religion  are  the  most 
notable  compensatory  forms  of  de- 
fense and  aggression,  and  the  energy 
which  would  be  ,  absorbed  normally 
and  unnoticed  in  the  self-expression  of 
the  group  becomes  exaggerated  and 
militant  in  appropriating  these  sym- 
bols of  unity.  Every  inmiigrant  group 
in  America  and  all  the  new  nations  of 
Europe,  and  the  whole  proletarian 
movement  of  the  world  have  psychoses 
in  these  matters,  and  we  shall  make  no 
real  progress  in  dealing  with  them 
unless  we  can  see  under  fanatical  zeal 
the  deep  current  of  a  human  instinct 
struggling  for  freedom. 

In  America  we  have  inherited  all 
the  oppression  problems  of  Europe  and 
out  of  them  we  are  trying  to  build  up 
a  co5perating  democracy  in  which  men 
may  rise  to  their  full  human  dignity. 

One-tenth  of  our  population  is  Negro 
with  its  actual  or  potential  psychoses, 
and  approximately  one-third  of  the 
remainder  is  either  foreign  bom  or  of 
foreign-bom  stock.  Counting  the  Irish, 
it  is  no  exaggeration  to  say  that  there 
are  in  the  United  States  more  than 


twenty  million  people  who  are  more  or 
less  psychopathic  on  account  ot  one  or 
all  forms  of  oppression  previously  or 
at  present  experienced  in  Europe. 

The  problem  of  merging  these  peo- 
ples of  varying  backgrounds  and  in- 
tense attitudes  ought  not  to  be,  and 
cMi  not  be,  the  method  of  the  melting- 
pot  which  aims  to  make  a  uniform 
society.  It  can  be  solved  only  by  the 
paradoxical  method  of  indirection. 
Central  Europe  has  proved  conclusive- 
ly that  language  can  not  be  assimilated 
by  attacking  it  directly.  In  my  opin- 
ion more  progress  would  have  been 
made  in  "Americanization"  if  no  one 
had  ever  thought  of  it,  although  that 
does  not  mean  that  it  is  not  an  advan- 
tage to  promote  humane  relationships. 
What  should  be  meant  by  American- 
ization is  the  bringing  of  all  the  people 
of  America  into  participation  in  a  pro- 
gressive democracy^  with  tolerance 
toward  the  varying  customs  and  be- 
liefs, so  as  to  articulate  a  society  rich 
in  content  and  orderly  in  process. 

America  to  the  inmiigrant  is  an  op- 
portunity in  those  directions  in  which 
he  has  previously  been  oppressed. 
The  great  danger  is  that  similar  forms 
of  oppression  may  be  found  here.  He 
brings  a  complex  of  attitudes  and  he 
needs  a  proper  meeting  of  those  atti- 
tudes. What  he  can  give  us  most 
definitely  is  an  object  lesson  in  political 
science.  If  we  heed  it  we  may  almost 
reform  the  world;  if  we  ignore  it  we 
shall  help  to  perpetuate  what  the  war 
sought  to  banish  from  the  earth. 

But  the  teaching  of  English  should 
be  called  education,  not  Americaniza- 
tion, which  is  Ukely  to  offend  because 
it  implies  the  same  old  culture  domina- 
tion which  is  more  hateful  than  politi- 
cal domination.  We  should  foster  the 
self-respect  of  the  inmiigrant  by  re- 
specting the  language  for  whose  very 
existence  his  people  have  struggled  for 
centuries.    As  Chicago  and  Milwaukee 
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have  already  done,  we  should  offer  in 
the  high  schools  courses  in  any  foreign 
language  for  which  there  are  children 
demanding  it  in  numbers  sufficient  to 
form  a  class.  We  could  thus  preserve 
the  language  possession  already  at- 
tained by  the  children,  and  also  pro- 
mote respect  in  the  children  for  their 
parents;  and  in  the  parents  we  should 
be  dislodging  the  suspicion  that  Am- 
erica practices  the  hated  policy  of 
Europe.  There  is  no  other  way  com- 
parable with  this  for  making  English 
respected  and  loved,  for  it  will  thus 
stand  out  as  a  medium  of  oppor- 
tunity and  not  as  an  instrument  of 
annihilation. 

In  the  same  way  the  foreign  born 
need  their  press.  They  need  it  be- 
cause there  is  no  other  way  in  which 
they  can  learn  the  news  of  the  world 
and  the  facts  and  purposes  of  American 
life.  Even  if  they  learn  English  they 
will  not  be  able  to  get  its  spirit  as  they 
still  live  in  that  of  their  native  tongue. 
How  many  of  us  who  have  studied 
French  and  Grerman  much  more  than 
the  average  immigrant  will  ever  be 
able  to  study  English  would  choose  a 
French  or  German  newspaper  in  pref- 
erence to  an  English  one? 

We  must  accept  at  their  face  value, 
and  with  infinite  patience,  both  the 
normal  and  the  pathological  attitudes. 
The  foreign  bom  will  never  forget  the 
land  of  their  origin  and  their  responsi- 
bility for  it  so  long  as  injustice  prevails 
there;  the  identification  of  America 
with  the  problems  of  Europe,  there- 
fore, is  so  close  that  we  can  not  escape 
our  share  in  the  responsibility  however 
much  we  may  wish.  There  can  be  no 
real  Americanization  of  the  immigrant 
imless  there  is  a  real  league  of  nations, 
as  the  symbol  of  a  real  organization 
idiich  will  substitute  in  Europe  a 
reign  of  justice  for  the  reign  of  immor- 
aUty.  The  isolation  of  America  is  pure 
illusion.    The  only  way  it  can  be  re- 


gained is  by  identifying  ourselves  with 
a  democratic  reorganization  of  Europe. 
If  an  unjust  domination  is  imposed  on 
Germany,  the  many  miUions  of  German 
stock  in  America  will  gradually  and 
inevitably  develop  a  poUtical  solidar- 
ity such  as  they  never  knew  before. 

Most  of  the  nations  of  Europe  have 
only  one  or  two  international  problems, 
but  we  have  every  one  of  the  problems 
of  all  the  nations  within  our  borders. 
To  deny  or  overlook  this  is  to  pull 
down  over  our  own  heads  the  pillars 
upon  which  rest  our  political  and  social 
structures.  No  country  in  Europe  is 
so  dependent  on  just  relationships  as 
is  the  United  States.  Fifty  per  cent  of 
the  Irish,  twenty  per  cent  of  the  Poles, 
and  a  large  percentage  of  all  of  the 
other  long-oppressed  peoples  are  in 
America  and  constitute  from  one-third 
to  two-thirds  of  the  population  *of 
many  of  our  leading  centers. 

The  foreign  bom  need  a  renewal  of 
the  faith  that  has  been  waning  faith  in 
the  freedom  and  democracy  of  America 
— to  obtain  which  they  came  to  these 
shores.  Through  what  those  who  came 
here  told  their  oppressed  kinsmen  in 
Europe^  the  latter  came  to  look  to 
America  for  salvation,  and  through 
them  the  real  purpose  of  America  piay 
still  be  the  salvation  of  Eim>pe.  To 
discriminate  against  those  who  are 
Uving  among  us  meanis  a  perpetuation 
in  America  of  the  hatreds  of  the  past 
in  Europe.  We  must  devise  a  political 
science  and  social  practice  which  will 
give  them  the  self-expression  here  that 
self-determination  aims  to  give  in 
Europe. 

Just  as  finally  the  American  authori- 
ties tried  to  mobilize  the  attitudes  of 
the  immigrants  for  purposes  of  war,  so 
they  must  mobilize  them  for  peace. 
Foolish  and  frantic  methods  of  Amer- 
icanization should  yield  to  the  realiza- 
tion that  we  are  dealing  with  a  psycho- 
logical and  moral  problem,  and  that  a 
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league  of  nations  is  potential  in  the 
United  States.  K  we  could  organize 
the  representatives  of  the  countries  of 
Europe  who  are  in  America  behind  a 
program  for  a  reconstructed  world,  we 
should  have  an  instrument  for  world- 
order  whose  potentiality  can  not  be 
measured.  Instead,  we  hide  our  heads 
in  the  sand  and  think  to  make  them 
forget  by  teaching  them  English! 

There  is  no  panacea  for  dealing  with 
the  inmiigrant  simpler  than  that  re- 
quired for  the  whole  world.  And  the 
existing  deep-seated  psychoses  can  only 
be  cured  through  a  long  process  of 
time.  We  must  deal  as  wise  physicians 
with  a  soul-sick  people  for  whose 
trouble  we  have  no  responsibility  but 
who  have  become  an  integral  part  of 
our  lives. 

The  spirit  apd  method  of  American- 


ization must  be  part  and  pared  of  the 
solution  of  the  problems  of  Europe. 
The  relations  of  groups,  both  in  con- 
flict and  in  cooperation,  is  the  para- 
mount issue  of  human  society.  If  we 
can  learn  even  a  few  of  the  laws  under- 
lying the  conflict  of  groups  we  shall 
make  rapid  progress  where  we  have 
been  blindly  groping.  In  the  mean- 
time, however,  all  these  problems  will 
resist  solution  until  there  is  a  just 
reorganization  of  Europe.  Only  when 
the  ideals  of  democracy  have  removed 
the  possibility  of  imperialistic  exploita- 
tion will  there  be  no  longer  a  need  for 
chauvinism  to  combat  it.  America 
can  not  save  herself  unless  Europe  is 
saved.  Whether  we  will  or  not,  our 
immigrants  make  the  world-problem 
our  problem,  and  the  problem  pri- 
marily one  of  psychology. 


Immigration,  the  Matrix  of  American  Democracy 

By  Allen  T.  Burns 

Director  of  the  Studies  in  Americanization  of  the  Carnegie  Corporation,  New  York  City 


IMMIGRANTS  to  America  for  three 
hundred  years  have  been  inher- 
ently the  more  individualistic  of  their 
native  fellow  countrymen.  Immigra- 
tion with  its  inherent  difficulties  and 
new  experiences  has  been  a  process  of 
natural  selection  sorting  out  and  ap- 
pealing to  the  more  daring,  enterpris- 
ing, self-reliant,  self-assertive  members 
of  any  group.  Immigrants  are  all 
alike  in  possessing  the  spirit  of  the 
pioneer,  the  innovator,  the  explorer, 
the  adventurer.  America,  the  product 
of  immigration,  has  come  naturally  and 
inevitably  by  her  most  distinguishing 
characteristics:  freedom,  liberty,  inde- 
pendence. 

Paul  Bourget  in  Outre  Mere  says: 
"Everything  in  the  United  States  grows 
clear  when  understood  as  an  immense 
act  of  faith  in  the  social  beneficence  of 


individual  energy  left  to  itself."  A 
friend  recently  remarked  facetiously 
in  connection  with  the  deportation  of 
Enmia  Goldman  and  her  reported 
pleasure  at  being  sent  to  Russia:  "I 
don't  see  how,  being  an  anarchist,  she 
can  like  any  country  better  than  the 
United  States."  These  remarks  recall 
the  original  constitutional  convention 
with  its  advocates  of  "as  little  govern- 
ment as  possible." 

Certain  exigencies  of  immigration 
have  always  tended  to  modify  this 
aggressive  enterprising  individualism. 
The  journey  was  to  a  strange  land, 
unknown  difficulties  were  to  be  met, 
hostile  forces  were  to  be  withstood,  and 
tremendous  obstacles  to  security  and 
success  had  to  be  overcome.  Rocky 
and  wooded  land  or  an  industrial  sys- 
tem of  steel  and  strain  had  to  be  made 
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to  yield  a  living;  treaties  and  a  modus 
vivendi  with  Indian  or  Tammany- 
braves  had  to  be  negotiated;  education 
in  the  religion,  learning  and  arts  of  the 
elders  seemed  necessary;  and  protec- 
tion against  disease,  destitution  and 
violators  of  morals  had  to  be  estab- 
lished. 

Individual  resources  and  self-reli- 
ance have  never  been  entirely  adequate 
for  these  vital  necessities  of  strange 
people  in  a  strange  land.  There  has 
had  to  be  a  pooling  of  interests  and 
issues,  a  surrender  of  some  personal 
preferences  and  pecuhar  practices. 
This  merging  of  personal  opinions  and 
the  fusion  of  individual  resources  have 
been  the  beginnings  of  collective  deci- 
sion and  action,  the  origin  of  American 
Democracy. 

But  this  making  of  common  cause 
has  taken  place  only  with  one  instinc- 
tive purpose  and  under  one  imperative 
necessity.  This  is  when  individual 
development  and  welfare  could  be  bet- 
ter promoted  by  joint  rather  than 
personal  action  and  enterprise.  Gov- 
ernment* has  not  come  into  being  in  its 
own  interest  but  in  the  interest  of  the 
governed.  The  distinction  between 
European  and  American  Democracy  is 
that  the  former  is  slowly  centripetal, 
the  latter  still  more  slowly  centripetal. 
Democracy  in  Europe  has  developed  by 
gradually  taking  from  the  central 
authority  rights  and  privileges  de- 
manded by  the  people  for  themselves. 
In  America  the  people  have  grudgingly 
and  little  by  Uttle  surrendered  some  of 
their  individual  prerogatives  and  power 
to  a  central  authority.  But  this  sur- 
render has  been  after  "individual 
energy  left  to  itself  "  had  proved  insuf- 
ficient, and  common  decision  and 
action  were  required  for  the  greater 
satisfaction  of  the  many  whose  per- 
sonal welfare  was  the  unique  purpose 
of  the  establishment  of  the  govern- 
ment as  well  as  of  their  own  or  their 
11 


ancestors'  immigration  and  adventure 
in  independence. 

Experience  and  practice  in  common 
decision  and  action  found  necessary  by 
self-reliant  immigrants  have  formed 
the  cradle  and  school  of  American  self- 
government.  De  Tocqueville,  the  first 
European  student  of  America's  unique 
experiment,  said: 

Local  assemblies  of  citizens  constitute 
the  strength  of  free  nations.  Town  meet- 
ings are  to  liberty  what  primary  schools  are 
to  science,  they  bring  it  within  the  people's 
reach,  they  teach  men  how  to  use  and  how 
to  enjoy  it. 

In  the  United  States  the  inhabitants 
were  thrown  but  as  yesterday  upon  the  soil 
they  now  occupy  .  .  .  the  instinctive 
love  of  their  country  can  scarcely  exist  in 
their  minds;  but  everyone  takes  as  zealous 
an  interest  in  the  affairs  of  his  township, 
his  county,  and  of  the  whole  state  as  though 
they  were  his  own,  because  everyone,  in  his 
^here,  takes  an  active  part  in  the  govern- 
ment of  society. 

Would  De  Tocqueville  visiting  Amer- 
ica today  observe,  "everyone  takes  an 
active  part  in  the  government  of  soci- 
ety"? To  judge  by  the  universal 
newspaper  and  personal  comment  after 
the  last  national  nominating  conven- 
tions he  would  find  himself  a  very  small 
minority  if  he  made  such  a  statement. 
Otherwise,  why  the  backbreaking  at- 
tempts to  revive  the  local  assemblies  of 
citizens,  to  resuscitate  "community 
councils,"  to  restore  the  "neighborhood 
association"  or  "social  unit"?  But 
what  these  champions  of  the  "primor- 
dial cell  of  our  body  politic"  have 
failed  to  see  is  that  the  march  of  civil- 
ization has  rendered  impossible  this 
return  to  the  practices  of  the  fathers. 

Town  meetings  functioned  in  the  be- 
ginning because  vital,  everyday  inter- 
ests coincided  with  the  restricted  and 
relatively  isolated  area  occupied  by 
these  fellow  to\^Tismen.  Fellowship, 
sustenance,  security,  novelty,  adven- 
ture all  had  to  come  within  the  round 
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of  town  life.  Political  institutions 
were  naturally  founded  on  geographi- 
cal divisions  because  these  divisions 
were  foci  of  the  vital  interests  of 
citizens.  Maintaining  the  poUtical 
organization  was  synonymous  with 
maintaining  the  collective  activities 
necessary  for  life  itself. 

Universal  transportation  and  com- 
munication have  broken  up  the  orig- 
inal structure  of  American  poUtical 
life.  Interests  do  not  run  primarily 
by  locality,  but  by  occupation,  tastes, 
eiqjerience,  education.  Only  such  as 
can  make  a  living  by  it  are  suflSciently 
interested  to  maintain  the  old  political 
devices  so  as  to  make  them  have  the 
semblance  of  working.  So  arises  the 
political  machine.  The  lines  of  polit- 
ical action  are  so  diverse  from  lines 
of  everyday  interests  and  groupings 
that  the  average  citizen  is  inevitably 
thwarted  and  baflBed  in  trying  to  take 
an  effective  part  in  government. 

But  new  organic  groupings  are  in 
process:  investor,  employer,  laborer, 
farmer,  lawyer,  teacher,  banker,  social 
worker.  All  are  trying  to  influence 
government  through  the  old  machin- 
ery. Some  day  the  political  structure 
will  be  changed  to  correspond  with 
these  new  vital  and  active  groupings  as 
closely  as  the  original  framework  based 
on  territorial  divisions  coincided  with 
the  natiu'al  groupings  of  citizens  of 
those  days.  The  voluntary,  spon- 
taneous, self-governing  associations  of 
those  of  kindred  interests  are  the  pre- 
paratory schools  of  the  coming  political 
life  of  America. 

In  these  days  of  transition  and  ap- 
parent political  paralysis  every  demo- 
cratic, vital  organization  is  as  impor- 
tant as  the  local  assembly  proved  to 
be  for  the  beginnings  of  our  national 
life.  Among  these  new  cradles  and 
schools  of  the  self-government  that  is 
to  be  are  those  organizations  of  new 
immigrants  which  are  as  natural  and 


inevitable  as  those  of  the  earliest  set- 
tlers. As  already  suggested  the  forces 
producing  these  collective  activities 
are  similar  to  those  that  produced  the 
original  germ  plasm  of  our  democracy. 

The  new  immigrant  feels  as  isolated 
as  his  early  prototype.  Added  to  the 
strangeness  of  the  land  is  the  mutual 
strangeness  of  himself  and  the  native 
bom.  On  both  sides  this  has  made 
for  shrinking  from  and  avoidance  of 
each  other.  Self-assertive  as  the  new- 
comers must  be  to  achieve  immigra- 
tion, the  new  immigration  has  come 
from  peoples  with  a  greater  soUdarity 
and  cohesiveness  than  the  old.  Op- 
pression, discrimination,  remoteness 
from  the  more  individualizing  currents 
of  civilization  have  produced  a  soli- 
darity and  unity  which  the  wilderness 
gave  our  forefathers  and  for  which  we 
are  again  seeking  and  groping  in  order 
to  have  the  "makings"  of  a  newly 
effective  democracy. 

This  isolation  and  solidarity  is  coin- 
cident with  many  emergencies  and 
problems  too  great  for  individual  solu- 
tion. The  situation  has  compelled 
a  new  pooling  of  interests  and  resources. 
Benefit  associations,  educational  clubs, 
synagogues,  churches,  nationalistic  so- 
cieties and  labor  organizations  are 
samples  of  what  the  problems  of  new 
immigrants  have  generated  under  as 
pressing  necessity  as  forced  the  first 
colonists  to  surrender  sufficient  indi- 
vidualism for  constituting  a  success- 
ful town  meeting.  No  understanding 
of  either  the  immigrant  or  the  forces 
working  for  a  reconstruction  of  politics 
can  be  adequate  without  inquiring 
whether  the  self-governing  activities 
of  the  new  immigrants  will  make  a 
contribution  to  the  new  order. 

Many  recent  experiences  with  immi- 
grants indicate  that  in  their  spontane- 
ous, indigenous  organizations  these 
new  Americans  are  acquiring  the  expe- 
rience and  self-reUance  that  made  the 
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American  Revolutionaries  insist  that 
"  all  government  derives  its  just  powers 
from  the  consent  of  the  governed"; 
and  made  De  Tocqueville  say  of  the 
participant  in  such  humble  intimate 
group  action:  "He  practices  the  art  of 
government  in  the  small  sphere  within 
his  reach;  he  accustoms  himself  to 
those  forms  which  can  alone  insure  the 
steady  progress  of  Uberty;  he  imbibes 
their  spirit,  he  acquires  a  taste  for 
order." 

Two  years  ago  a  Ukrainian  leader 
came  into  the  writer's  office  and  said  he 
was  head  of  a  Ukrainian  social  settle- 
ment, with  a  plant  valued  at  $75,000. 
He  and  his  associates  wanted  advice  as 
to  their  future  policy  and  activities. 
He  was  advised  to  go  for  help  to  the 
federation  of  settlements  in  his  city. 
His  reply  was  that  his  institution  had 
been  named  "social  settlement"  so 
that  it  would  be  understood  by  native 
Americans  and  because  that  was  the 
name  of  the  American  institution  most 
like  the  one  in  question.  These  Amer- 
ican institutions  had  been  visited  and 
carefully  studied  for  eflfective  methods. 
But  the  settlement  federation  had 
never  asked  the  Ukrainian  settlement 
to  affiliate.  So  the  Ukrainians  would 
never  seek  advice  from  those  who 
would  not  accept  the  Ukrainians  as 
fellow  workers  and  partners  in  a  com- 
mon field. 

On  July  4,  1919,  one  hundred  and 
thirty  Italian  sick  and  death  benefit 
societies  of  Chicago  held  a  picnic  to- 
gether to  form  a  federation.  They 
had  found  the  problems  of  their  indi- 
vidual societies  so  perplexing  as  to 
require  the  pooling  of  their  interests 
and  resources.  But  another  reason 
for  the  federation  was  given  by  the 
leader  of  the  movement: 

We  have  noticed  that  it  is  very  popular 
among  native  Americans  to  conduct  health 
campaigns  directed  largely  at  the  foreign 
bom.    The  intended  beneficiaries  are  never 


consulted  in  the  planning  or  execution  of 
these  undertakings.  Then  their  origina- 
tors wonder  why  their  efforts  fall  so  far 
short  of  their  hopes.  They  never  realize 
,  that  the  inunigrant  is  so  American  that  he 
resents  and  rejects  being  made  a  mere 
recipient  and  beneficiary  of  others*  good 
works.  We  are  hoping  tiiat  if  our  societies 
federate  we  shall  look  imposing  and  impor- 
tant enough  to  be  taken  in  and  made  part- 
ners in  all  that  is  intended  to  promote  our 
welfare. 

In  Fitchburg,  Massachusetts,  is  a 
group  of  about  sdx  thousand  Finns. 
They  have  faced  the  common  prob- 
lems of  thickly  settled  industrial  work- 
ers, !.«.,  wholesome  recreation,  physical 
exercise,  education,  labor  organization, 
housing  and  the  high  cost  of  living. 
But  by  collective  eflfort  they  have 
built  a  social  hall  where  they  con- 
duct programs  under  the  direction  of 
full-time,  paid  musical  and  dramatic 
leaders.  They  have  erected  another 
large  building  which  has  become  the 
labor  temple  of  the  whole  city.  Here 
were  held  t^e  first  classes  in  English 
and  civics  for  immigrants  at  the  ex- 
pense of  the  Finns  themselves.  In  the 
same  building  is  a  gymnasium  avail- 
able for  community  use,  and  a  coopera- 
tive savings  bank  with  deposits  in  the 
hundreds  of  thousands. 

Outside  the  city  a  recreation  farm 
has  been  purchased  for  week-end  out- 
ings and  longer  vacations.  In  the  city 
an  apartment,  boarding  house  and 
store  building  has  been  put  up.  A 
milk  delivery,  bakery,  furnishing  store, 
and  five  meat  and  grocery  shops  are  all 
operated  on  a  cooperative  basis.  A 
fixed  interest  is  paid  on  capital  and  all 
profits  are  distributed  in  proportion  to 
purchases. 

A  leader  in  these  enterprises  ex- 
plained how  the  economic  activities 
came  about.  Most  of  the  men  be- 
longed to  an  agitating  revolutionary 
organization.  A  handful  of  members 
proposed  starting  a  cooperative  store 
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as  yielding  more  immediate  benefits 
than  a  propaganda  for  the  overturn  of 
society.  These  insurgents  were  ridi- 
culed and  voted  down  because  their 
proposals  if  successful  would  lessen 
workingmen's  interest  in  revolution. 
But  like  the  original  weavers  of  Roch- 
dale, the  few  had  the  courage  of  their 
convictions.  As  they  demonstrated 
their  ability  to  improve  th<eir  lot  by 
collective,  concerted  action  in  distrib- 
uting the  necessities  of  life,  their  ridi- 
culers  b^an  to  take  notice  and  one  by 
one  to  secure  membership  in  the  demo- 
cratic imdertakings.  With  this  prac- 
tical experience  in  the  profitableness  of 
seeking  progress  by  self-governing 
group  decision  and  action  has  come  a 
marvelous  change.  These  erstwhile 
revolutionists  have  become  ardent 
champions  of  the  ballot  as  the  only 
eflPective  method  of  governmental  prog- 
ress. In  the  place  of  the  mere  handful 
of  advocates  of  democratic  action  there 
remains  a  mere  handful  of  Reds. 

In  the  little  mining  town  of  Avilla 
in  southwestern  Pennsylvania,  made 
up  of  Slovaks,  Poles,  Lithuanians  and 
Negroes,  a  veritable  town  meeting  was 
held  by  the  members  of  an  incipient 
cooperative  store.  A  party  of  malcon- 
tents wanted  to  throw  over  the  attempt 
to  progress  by  slow  orderly  efforts  of  a 
united  group,  and  to  resort  to  discon- 
tent and  agitation.  This  party  seemed 
to  be  having  the  better  of  the  argu- 
ment until  the  cause  of  gradual,  per- 
sistent but  sure  democracy  was  suc- 
cessfully championed  by  a  West  Indian 
Negro.  Urging  that  effective  collec- 
tive action  was  the  only  sure  though 
slow  road  to  greater  welfare  and  so  the 
only  sure  cure  for  discontent,  he  said: 
"This  cooperative  business  is  like  a 
great  ship  bound  for  America  from  an 
infected  port.  Of  course  before  you 
are  allowed  to  land  in  the  wonderful 
country  you  must  expect  to  be  detained 
in  quarantine  a  little  while  until  you 


are  thoroughly  disinfected."  And 
democracy  won  the  day.  Though  the 
immigrants  of  today  are  learning  les- 
sons of  self-government  in  much  the 
same  way  as  the  earliest  immigrants, 
and  though  America  is  searching  for 
capacity  in  self-government,  the  inci- 
dents related  suggest  that  the  friction 
or  annihilation  of  immigrant  organ- 
izations might  be  cutting  ofiF  one's  nose 
to  spite  one's  face.  Still  the  situations 
described  leave  something  to  be  de- 
sired. Our  problems  of  democracy  are 
too  big  and  inclusive  to  be  solv^  by 
separate  groups  working  out  solutions 
by  themselves.  Isolated  self-govern- 
ing activities  of  immigrants  may  be  as 
far  from  producing  national  eflFective- 
ness  as  would  have  been  the  separate 
though  self-governing  activities  of  the 
thirteen  original  colonies. 

How  can  these  democratic  propen- 
sities of  the  immigrant  be  fused  and 
transmuted  into  the  life  of  our  com- 
munities and  nation  as  a  whole?  Can 
these  beginnings  of  self-government  be 
merged  and  blended  with  the  natural 
counterparts  among  the  native  bom? 

The  town  of  Hatfield,  Massachu- 
setts, has  become  the  home  of  large 
numbers  of  Poles  like  other  Connecti- 
cut valley  villages.  At  first  the  older 
residents  scorned  and  resented  them; 
then  feared  the  town's  utter  demorali- 
zation. Its  traditional  unity,  virtue 
and  civic  responsibility  were  threat- 
ened. As  in  many  New  England 
towns,  the  private  citizens  took  part 
and  had  influence  in  their  community's 
affairs  through  their  church  organiza- 
tions. These  were  the  organic  units  of 
town  life.  There  was  a  Congrega- 
tional Church  and  a  Catholic  Church, 
but  each  appealed  equally  little  to  the 
Pole.  He  consequently  was  declasse 
and  becoming  irresponsible  and  unde- 
pendable.  Some  Poles  also  were  con- 
cerned and  proposed  to  mobilize  Polish 
interest  and  responsibility  in  the  way 
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that  Yankees  had  done  the  same  for 
the  town,  i.e.,  through  a  church  that 
■would  appeal  to  Poles.  This  was 
undertaken  and  the  native  residents 
joined  in  and  contributed  to  the  proj- 
ect. When  the  Poles  had  an  equally 
representative  and  suitable  organiza- 
tion for  participating  in  the  town's 
affairs,  and  were  made  welcome  to  do 
so,  the  Poles  accepted  their  part  in  the 
community's  business,  civic,  social  and 
patriotic  activities.  By  discovery  of 
an  organization  that  could  be  an  equal 
and  natural  partner  with  others  that 
functioned  for  common  welfare  this 
town  has  been  saved  from  the  paralysis 
and  deterioration  of  similar  villages 
where  no  common  unit  of  solidarity 
and  cooperation  has  been  operating. 

On  a  larger  scale  the  United  States 
Government  found  a  way  of  utilizing 
and  so  merging  the  democratic  capaci- 
ties of  these  immigrant  associations. 
After  the  first  liberty  loan  campaign 
the  son  of  an  immigrant  went  to  the 
Treasury  Department  and  said  that 


the  hand-plucking,  buttonholing,  per- 
sonally embarrassing  methods  were 
not  yielding  anything  like  the  possible 
results  among  the  immigrants.  He 
proposed  that  the  thousands  of  immi- 
grant societies  be  made  agencies  of  the 
Liberty  Loan  Bureau.  The  sugges- 
tion "was  adopted.  While  the  popula- 
tion related  to  these  organizations  is 
at  the  most  38  per  cent  of  the  people 
of  the  United  States,  the  subsequent 
Liberty  Loan  Campaign  secured  be- 
tween 40  and  50  per  cent  of  their  total 
subscribers  through  the  foreign-lan- 
guage division. 

Capacity  for  responsible  collective 
decision  and  action  is  the  direst  need 
of  the  United  States.  Can  immigrants 
again  contribute  to  the  generation  of 
this  capacity?  Then  in  the  interest 
of  national  unity  and  welfare  this 
capacity  must  be  appropriated,  adopted 
and  cherished  as  the  earUest  immigrant 
explorers  would  have  seized  the  long 
sought  fountain  of  the  renewal  of 
youth. 


Bohemians  and  Slovaks — Now  Czechoslovaks 

By  Jaroslav  F.  Smetanka 

Consul,  Czechoslovak  Republic,  Chicago 


WAR  made  many  changes  in  the 
life  of  Bohemian  and  Slovak 
immigrants  in  America.  To  start 
with,  one  hardly  knows  by  what  name 
to  call  them.  The  race  from  which 
they  sprang  is  known  as  the  Czecho- 
slovak race  and  the  land  of  their  fathers 
is  no  longer  a  mere  province  of  the 
Austro-Hungarian  monarchy,  but  the 
Czechoslovak  Republic.  This  odd- 
looking  name  has  by  now  become 
somewhat  familiar  to  readers  of  Ameri- 
can newspapers,  but  it  has  not  sup- 
planted in  this  country  the  names  by 
which  immigrants  of  that  race  have 
always  been  known, — they  are  still 
Bohemians  or  Slovaks. 


The  events  in  Europe  have  left  a 
deep  impression  on  the  state  of  mind 
of  the  foreign-si>eaking  groups  here. 
Bohemians,  and  Slovaks  even  more, 
have  acquired  a  feeling  of  dignity,  self- 
confidence  and  assurance,  now  that 
they  are  members  of  a  race  which 
ranks  with  the  independent  races  of 
the  world.  Men  of  Bohemian  descent 
who  formerly  were  almost  unconscious 
of  the  fact  that  their  roots  were  in 
Central  Europe  came  forward  in  great 
numbers,  manifesting  an  interest  in 
the  country  from  which  their  parents 
came,  and  those  who  were  actually 
raised  in  what  is  now  the  Czechoslovak 
Republic  follow  eagerly  the  course  of 
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developments  there.  Bohemian  and 
Slovak  papers  in  America  give  much 
more  space  nowadays  to  happenings 
in  the  old  country  than  they  were  in 
the  habit  of  doing  before  the  war. 

The  war  and  the  rise  of  the  Czecho- 
slovak RepubUc  aflfected  the  life  of  the 
Czechoslovak  immigrant  in  America 
in  many  ways.  For  one  thing,  there 
is  now  considerable  contact  between 
Bohemians  and  Slovaks  here.  For- 
merly, though  they  were  closely  akin 
and  cherished  theoretical  feeUngs  of 
friendship  and  brotherly  love  for  each 
other,  these  two  groups  led  separate 
lives. 

It  is  a  well-known  fact  that  immi- 
grant groups  of  diflFerent  races  have 
little  contact  with  each  other;  each 
lives  very  much  to  itself,  except  in 
so  far  as  its  more  progressive  or  bet- 
ter educated  members  enter  into  the 
general  life  of  the  conununity;  but 
Germans  in  America  do  not  mix  with, 
let  us  say,  Italians,  or  Croats  with 
Roumanians.  The  Slavs  have  always 
professed  to  be  closely  related,  but  one 
Slav  group  in  America  has  practically 
no  contact  with  a  different  Slav  group; 
that  applied  even  to  the  relation  of 
Bohemians  to  Slovaks.  Bohemians 
had  their  own  societies,  fraternal,  ben- 
eficial, gymnastic,  social;  they  had 
their  own  halls  and  their  own  news- 
papers; and  so  did  the  Slovaks.  Dur- 
ing the  war  they  came  together,  since 
both  were  interested  in  the  same  end; 
namely,  the  establishment  of  an  inde- 
pendent state  by  the  two  kindred 
races — or  one  race  with  two  dialects, 
whichever  view  of  their  relationship 
one  may  hold  to  be  the  true  one.  Now 
that  their  brothers  across  the  ocean 
make  up  one  household,  one  poUtical 
and  economic  unity,  represented  in 
America  by  the  Czechoslovak  Lega- 
tion and  the  Czechoslovak  Consulate, 
the  two  immigrant  groups  find  that 
their  relationship  is  no  longer  a  ques- 


tion of  theory,  but  a  substantial  fact' 
Thus  their  principal  racial  organiza- 
tions are  federated  into  the  Czecho- 
slovak National  Council  of  America; 
both  are  interested  in  combating  Mag- 
yar or  German  propaganda  unfriendly 
to  the  Czechoslovak  Republic;  both 
collect  money  for  the  Czechoslovak 
Red  Cross  and  other  reUef  activities. 
The  Slovaks,  especially  in  Chicago, 
Cleveland  and  the  western  states,  read 
Bohemian  daily  papers;  they  celebrate 
in  common  Czechoslovak  Indepen- 
dence Day,  and  send  speakers  to  each 
other's  meetings. 

In  one  respect  the  campaign  for 
Czechoslovak  independence,  financed 
from  this  country,  exerted  a  diflfer- 
ent  influence  on  Bohemian  life  than 
on  Slovak  life  in  America.  Before 
the  war  Bohemians  in  America  were 
divided  pretty  sharply  into  two  hos- 
tile camps.  Nearly  two-thirds  called 
themselves  "Uberals"  of  "free-think- 
ers," while  most  of  the  rest  were  faith- 
ful Catholics.  The  Protestants  were 
few.  There  were  free-thinking  death 
benefit  societies  and  Catholic  death 
benefit  societies;  Uberal  Sokols  and 
Catholic  Sokols;  free-thinking  social 
halls  and  church  halls.  Above  all, 
Bohemian  newspapers  either  adopted 
an  anti-clerical  tone,  or  they  were 
strictly  CathoUc  organs.  When  the 
great  war  came  the  liberals  together 
with  the  Protestants,  small  in  number 
but  strong  in  able  workers,  took  the 
lead  in  the  campaign  for  the  liberation 
of  Bohemia.  The  Catholics  at  first 
Umited  themselves  to  collections  for 
relief  work,  but  in  1917  their  principal 
organization.  The  National  Alliance  of 
Bohemian  Catholics,  joined  the  Bohe- 
mian National  Alliance  which  up  to 
then  had  financed,  with  some  help 
from  the  Slovaks,  Professor  Masaryk's 
campaign. 

During  the  war  people  in  Bohemia 
could  not  make  known  their  real  senti- 
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ments  owing  to  Austrian  terrorism;  it 
was  realized  by  Bohemians  outside  of 
the  Central  Empires  that  they  must 
present  a  united  front,  so  as  to  demon- 
strate to  the  AUies  that  all  Czechs, 
without  regard  to  religion,  were  op- 
posed to  the  German  cause  and  to 
Austrian  rule  and  wanted  indepen- 
dence. Under  those  circumstances  the 
barrier  which  had  existed  for  decades 
between  the  two  camps  of  Bohemians 
in  America  was  finally  overcome. 
Since  1917  Uberals  and  CathoUcs,  as 
well  as  the  Protestants,  joined  in 
holding  public  meetings  and  demon- 
strations, conducting  bazaars,  making 
house  to  house  collections,  and  in  every 
way  working  together.  This  new 
spirit  of  cooperation  survived  the  exi- 
gencies of  the  war.  The  two  prin- 
cipal organizations  still  hold  joint 
meetmgs  and  the  old  antipathy  is  little 
in  evidence.  Some  efforts  are  being 
made  to  restore  the  old  free-thinking 
movement  with  a  view  to  keeping  the 
freethinkers  and  those  who  are  indif- 
ferent away  from  all  contact  with  the 
Catholics;  but  the  movement  is  not 
making  much  headway. 

Among  the  Slovaks,  the  opposite 
has  happened.  About  one-fifth  of  the 
Slovaks  are  Lutherans  while  the  rest 
are  Catholics.  The  anti-chiirch  or 
anti-reUgious  spirit  was  never  strong 
among  them,  and  the  Catholics  and 
Protestants  got  along  remarkably  well 
together.  During  the  war  some  com- 
plaint was  made  by  those  more  zealous 
in  the  national  cause  that  many  Slovak 
Catholic  priests  favored  the  Magyars, 
instead  of  backing  fully  the  national 
aspirations  of  their  race.  Only  since 
the  establishment  of  the  Czechoslovak 
Republic  can  one  trace  something  like 
a  split  along  reUgious  lines  among 
Slovaks  in  America.  It  is  a  reflex  of 
political  disputes  in  the  old  country, 
where  some  Catholic  leaders  took 
openly  the  side  of  the  Magyars,  while 


the  others  established  a  Catholic  poli- 
tical party,  which  has  in  its  program 
wide  autonomy  for  Slovakia  within 
the  Czechoslovak  RepubUc.  Unfortu- 
nately many  Slovaks  believe  that  the 
CathoUc  party  does  not  really  want 
autonomy,  but  separation  from  the 
Czechs. 

In  the  United  States  the  original 
organization  which  led  the  movement 
for  Slovak  Ubdration,  the  Slovak 
League  of  America,  looks  with  sus- 
picion on  the  more  recent  organization 
known  as  the  Slovak  CathoUc  Alliance, 
which  backs  the  Catholic  party  in 
Slovakia.  The  league  is  still  sup- 
ported by  many  faithful  Catholics,  in- 
cluding some  priests,  but  its  main 
strength  is  among  the  Protestants  and 
those  indifferent  to  religious  ques- 
tions; while  the  Catholic  AUiance  is  led 
by  priests  and  composed  of  those 
who  place  more  emphasis  on  reUgious 
rather  than  national  considerations. 
This  has  been  complicated  fmther  by 
the  motive  of  rivalry  between  two 
strong  organizations  for  greater  influ- 
ence, and  as  a  result  Slovaks  in  Amer- 
ica are  now  as  badly  spUt  as  were  the 
Bohemians  before  they  got  together 
during  the  war. 

This  brings  us  to  another  question 
that  agitates  the  minds  of  Bohemians 
and  Slovaks  in  America.  The  war 
gave  rise  to  a  nmnber  of  powerful  or- 
ganizations which  are  still  in  existence 
now  that  their  principal  raison  (Tetre 
is  over.  The  Bohemian  National  Alli- 
ance was  organized  at  the  end  of  1914 
and  before  armistice  came  it  had  hun- 
dreds of  local  branches.  Its  total  col- 
lections were  considerably  more  than 
a  miUion  dollars.  The  Catholics  or- 
ganized themselves  much  later  and  the 
National  AUiance  of  Bohemian  Cath- 
oUcs was  never  as  strong  and  never  col- 
lected such  large  amounts  as  the  older 
body.  The  Slovaks  established  their 
Slovak  League  some  years  before  the 
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war,  but  it  was  a  weak  body  and  even 
diuring  the  first  years  of  the  war  it  did 
not  exert  as  much  influence  over  the 
Slovaks  as  did  the  Alliance  over  the 
Bohemians.  By  1918  it  grew  to  in- 
clude the  great  mass  of  the  Slovaks  in 
America,  Catholics  as  well  as  Protes- 
tants. There  was  during  the  war  no 
separate  Catholic  organization  of  the 
Slovaks. 

The  purpose  of  these  bodies  was 
primarily  to  finance  the  campaign  for 
Czechoslovak  independence  and  to  in- 
fluence public  opinion  in  America  in 
favor  of  it.  When  independence  was 
gained  toward  the  end  of  the  war,  the 
organizations  continued  in  existence; 
at  first  occupied  principally  in  collect- 
ing funds  for  relief  work,  later  in  plac- 
ing themselves  gradually  on  a  peace 
basis.  The  National  AUiance  of  Bo- 
hemian CathoUcs  found  it  easy  to  de- 
clare itself  an  organization  watching 
over  the  interests  of  Bohemian  Catho- 
Ucs in  America  and  assisting  the  Cath- 
olic cause  in  Czechoslovakia.  The 
Slovak  league  did  not  find  it  so  easy  to 
define  the  objects  of  its  activity  on  be- 
half of  Slovaks  in  this  country;  and  as 
a  matter  of  fact,  its  work  since  the 
Armistice  has  been  to  support  various 
charities  in  Slovakia  and  partly  to 
continue  the  fight  against  the  Magyar 
propaganda,  both  in  Slovakia  and 
abroad.  It  is  now  engaged  also  in  con- 
troversies with  the  Alliance  of  Slovak 
Catholics  which  was  organized  toward 
the  end  of  the  war  on  purely  religious 
grounds,  but  which  later  attempted  to 
supplant  the  League  as  the  principal 
Slovak  society.  The  Bohemian  Na- 
tional Alliance  of  America,  formerly 
the  strongest  of  these  organizations, 
has  not  been  able  so  far  to  find  fresh 
work  and  consequently  has  lost  more 
ground  than  the  other  bodies. 

When  one  considers  what  great  trans- 
formations have  been  made  by  the  war 
and  the  rise  of  an  independent  Cze- 


choslovakia in  the  life  of  Bohemians 
and  Slovaks  in  America,  one  would 
imagine  that  their  attitude  toward 
American  problems  would  be  greatly 
affected  by  influences  emanating  from 
the  old  country;  but  this  is  not  so. 
Take  for  instance  the  matter  of  social- 
ism. In  the  Czechoslovak  Republic, 
where  living  conditions  are  still  very 
unsatisfactory,  socialists  of  various 
views,  from  very  mild  to  radicals,  se- 
cured almost  one-half  of  the  total  vote 
for  parliamentary  representatives. 

Among  the  Bohemians  and  Slovaks 
in  the  United  States  there  has  been  no 
increase  of  socialist  votes;  in  fact,  the 
socialist  groups  undoubtedly  lost  in  in- 
fluence. In  the  late  presidential  elec- 
tion the  only  issue  apparently  was  the 
League  of  Nations  and  the  ratification 
of  peace  treaties.  Now  Czechoslovak's 
existence  is  based  on  the  peace  treaties. 
President  Masaryk  is  known  as  a 
strong  supporter  of  the  League,  and 
President  Wilson  is  still  very  popular 
in  Bohemia  as  a  good  friend  of  Cze- 
choslovaks; yet  all  these  facts  had 
apparently  no  influence  on  the  votes 
of  Bohemians  and  Slovaks  here.  A 
feeble  attempt  was  made  by  the  demo- 
crats to  gain  votes  among  the  Bohe- 
mians by  appealing  to  these  considera- 
tions, but  on  election  day  Bohemian 
wards  in  Chicago,  Cleveland  and  New 
York,  wards  which  are  always  demo- 
cratic, went  RepubUcan.  When  it 
comes  to  American  politics,  Bohe- 
mians seem  to  be  swayed  by  the  same 
general  influences  that  govern  the 
public  opinion  of  the  nation  as  a 
whole. 

Among  the  most  pressing  problems, 
applying  equally  to  Bohemians  and 
Slovaks  in  the  United  States,  is  the 
lack  of  new  immigration  since  1914. 
Before  the  war  about  10,000  Bohe- 
mians and  25,000  Slovaks  arrived  at 
American  ports  annually;  since  the 
war  began,  this  number  has  dwindled 
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down  to  a  few  hundred.  Lately  there 
have  been  some  indications  of  a  new 
wave  of  immigration,  but  so  far  emi- 
gration has  greatly  exceeded  the  num- 
ber of  newcomers.  Since  the  Armistice 
more  than  23,000  passports  have  been 
issued  by  Czechoslovak  Consulates  in 
the  United  States  to  Czechoslovak  citi- 
zens returning  to  their  homeland. 
That  means  about  35,000  persons.  Of 
that  number  possibly  5,000  have  come 
back  to  America,  either  because  they 
changed  their  minds  or  because  they 
were  going  only  for  a  visit.  Of  the 
30,000  net  decrease,  90  per  cent  are 
Slovaks.  Very  recently  large  num- 
bers of  Slovaks,  especially  from  east- 
em  Slovakia  are  emigrating  to  the 
United  States;  and  if  there  should  be 
no  new  restrictions  on  immigration, 
the  Slovak  total  in  America  would  re- 
turn to  its  former  figure  in  a  very  few 
years.  In  the  meantime  both  Bohe- 
mian and  Slovak  fraternal  societies  feel 
the  lack  of  new  blood.  Old  members 
are  dying  and  their  place  is  no  longer 
taken  up  by  fresh  arrivals.  Children 
of  the  members  prefer  to  join  American 
fraternal  organizations  or  take  out  in- 
surance in  the  regular  insurance  com- 
panies.     All   societies    paying    death 


benefits  are  losing  in  membership  and 
have  to  raise  their  dues. 

The  same  situation  is  felt  by  Bohe- 
mian and  Slovak  papers.  The  loss 
of  old  subscribers  is  not  made  up 
by  newly  arrived  immigrants.  Many 
weaker  papers  had  to  suspend,  while 
the  stronger  daihes  still  make  money, 
because  the  country  has  had  unusual 
prosperity  until  lately,  and  advertising 
was  plentiful  and  remunerative.  A 
period  of  depression  with  loss  of  ad- 
vertising will  be  severely  felt  by  practi- 
cally all  the  Czechoslovak  newspapers. 

Like  every  other  immigrant  group 
Bohemians  and  Slovaks  look  with 
suspicion  on  Americanization.  They 
fear  that  it  may  mean  suppression  of 
their  newspapers,  prohibition  of  pubUc 
meetings  or  possibly  even  of  lodge 
meetings  in  their  own  language,  regis- 
tration and  regular  reporting  of  those 
who  are  not  American  citizens,  and 
various  other  measures  that  savor  of 
force.  An  Americanization  program, 
if  it  is  to  be  successful  and  not  defeat 
its  purpose  by  rousing  opposition,  must 
not  come  to  the  foreigner  as  a  series  of 
repressive  regulations,  but  as  a  gift 
oflFered  in  the  spirit  of  American  lib- 
erty and  democracy. 


The  Polish  Group  in  the  United  States 

By  Julian  Korski  Grove 

Polish  Consulate  General,  Bureau  of  Statistics,  New  York 


THE  people  of  the  Vistula  Valley 
began  to  emigrate  to  America 
about  1850,  thirty  years  before  their 
real  exodus  with  the  flood  of  the  **New 
Immigration."  The  character  of  this 
first  migratory  movement  was  agricul- 
tural. The  Polish  immigrants  settled 
in  Karnes  Coimty,  Texas,  and  Portage 
County,  Wisconsin,  which  became 
centers  of  further  Polish  colonization. 
In  1870  large  Polish  farming  settle- 


ments existed  in  Michigan,  Minnesota, 
Illinois,  Nebraska  and  North  Dakota. 
They  are  still  existing  and  in  good  con- 
dition. A  survey  made  in  1909  by 
Professor  John  Lee  Coulter  of  the  Uni- 
versity of  Minnesota,  and  published  in 
The  Annals,  contains  this  statement: 
"No  class  of  citizens,  whether  immi- 
grants or  descended  from  immigrants 
half  a  dozen  steps  removed,  could  ask 
for  greater  material  progress,  better 
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buildings — ^homes,  churches,  schools 
and  town  buildings — ^than  the  Polish 
settlements  in  Walsh  County,  North 
Dakota."! 

Besides  those  large  settlements  in 
the  West  and  Northwest  there  are 
smaller  Polish  farming  communities 
with  churches  and  parochial  schools  in 
Iowa,  Ohio,  Pennsylvania,  Connecti- 
cut, Massachusetts,  New  Jersey,  New 
York  and  Delaware.  Many  Polish 
truck-farms  may  be  also  found  in  the 
vicinity  of  larger  cities  in  the  Middle 
Atlantic  States. 

According  to  the  United  States  cen- 
sus of  1910  the  number  of  people,  immi- 
grants as  well  as  natives,  using  the  Pol- 
ish language  in  their  daily  intercourse 
was  1,707,640.  Of  these  163,001  were 
residents  of  the  six  New  England  States, 
and  1,083,535  lived  in  the  territory 
surrounding  the  Great  Lakes  and  in- 
cluding the  states  of  New  York,  New 
Jersey,  Ohio,  Michigan,  Indiana,  Illi- 
nois, Wisconsin  and  Minnesota.  The 
rest,  i.e.,  461,104,  were  distributed 
south  and  west  of  the  Ohio  and  Mis- 
souri Rivers. 

Another  careful  census  made  simul- 
taneously by  the  Polish  National  League 
of  America  shows  the  number  of  Pol- 
ish-speaking people  in  the  United  States 
to  be  3,063,000,  of  which  407,000  have 
been  found  in  New  England  and  1,930,- 
000  around  the  Great  Lakes.  The  re- 
maining 1,326,000  were  distributed 
south  and  west  of  the  districts  men- 
tioned above. 

There  are  717  Polish  Roman  Catho- 
lic parishes  in  the  United  States,  most 
of  which  possess  parochial  schools. 
Of  these  parishes  67  are  located  in 
New  England  (40  in  Massachusetts), 
and  407  in  the  territory  about  the 
Great  Lakes.  Thus  474  Polish 
parishes  are  to  be  found  in  the  four- 

*  See  The  Annals  of  the  American  Academy 
of  Political  and  Social  Science.  Vol.  xinciii,  page 
S77,  published  in  March,  1909. 


teen  states  north  of  the  Ohio  and 
Missouri  rivers.  The  remaining  £43 
parishes  are  in  the  other  34  states. 
Besides  the  Roman  Catholic  parishes 
there  are  also  about  50  parishes  of  the 
Polish  National  Church  and  several 
Polish  Protestant  churches,  mostly 
north  of  the  Mason  and  Dixon  Line. 

As  compared  with  the  total  of  the 
Polish  immigration  the  number  of 
Polish  farmers  in  the  United  States  is 
very  insignificant.  Surely  nine-tenths 
of  the  bulk  of  Polish  immigrants  drifted 
into  different  American  industries 
where  unskilled  labor  is  essential. 
Lured  by  good  wages  and  the  prospect 
of  saving  enough  for  the  passage  of  his 
family  to  America,  the  Polish  peasant 
became  a  city  laborer,  an  unskilled 
factory  worker  or  a  miner,  living  in  con- 
gested districts  and  slums  near  stock- 
yards, tanneries,  foundries,  mines, 
cotton  mills,  and  other  "impleasant" 
industries  in  the  regular  "Immigration 
Zone."  The  truth  of  this  statement  is 
proved  by  the  fact  that  the  six  states 
belonging  to  the  "Zone,"  to  wit. 
New  Jersey,  New  York,  Pennsylvania, 
Michigan,  Ohio  and  Illinois  contain 
408  Polish  parishes  of  the  717  in  the 
whole  United  States. 

The  quality  of  the  bulk  of  the  Polish 
immigration  in  the  prewar  times  is 
well  illustrated  by  the  registers  of  the 
United  States  Census  Report  for  the 
fiscal  year  1912-13.  Of  the  174,000 
newcomers  82,000  were  registered  as 
farm  laborers;  32,000  without  profes- 
sion; 30,000  as  servants;  19,000  day 
laborers;  1,389  carpenters;  976  black- 
smiths; 904  shoemakers;  886  tailors; 
704  seamstresses;  657  locksmiths;  411 
bricklayers;  404  farm  o\\Tiers;  223  tex- 
tile workers;  150  millers;  130  merchants; 
37  teachers;  28  printers;  20  priests; 
16  civil  engineers;  10  sculptors  and 
painters;  9  architects;  3  editors;  2 
actors,  etc.  It  appears  that  the  over- 
whelming majority  of  the  Polish  immi- 
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gration  consists  of  unskilled  workmen 
and  farm  laborers. 

As  with  other  groups  of  peasant 
immigrants  the  main  diflSculty  of  the 
Poles  in  America  is  the  want  of  honest 
and  intelUgent  leaders  in  social,  edu- 
cational and  financial  matters.  Sur- 
rounded by  swarms  of  heartless  con- 
fidence men  and  rascals,  who  consider 
every  immigrant  their  legitimate  spoil 
and  booty,  they  are  exposed  to  every 
conceivable  abuse  with  scarcely  no  one 
to  protect  them  and  to  assist  them  in 
finding  their  right  place  in  the  Ameri- 
can society  which  seems  to  be  only  too 
anxious  to  "Americanize"  them. 

But  the  present  methods* of  Ameri- 
canization are,  with  few  local  excep- 
tions, too  aggressive  and  supercilious 
to  be  considered  as  more  than  a  source 
of  constant  misunderstandings,  and  an 
obstacle  to  a  peaceful  and  friendly 
mutual  appreciation  between  recent 
immigrants  and  the  descendants  of 
immigrants  half  a  dozen  steps  removed. 
The  impatient  Americanizers,  in  their 
patriotic  zeal,  appear  to  forget  that 
the  most  characteristic  trait  of  every 
Pole  is  his  intense  patriotism,  which 
makes  it  impossible  to  ever  forget  his 
mother  country  and  his  mother  tongue 
out  of  pure  gratitude  for  the  new 
adopted  country.  Many  thousands  of 
Poles  joined  the  American  army  in 
the  last  conflict  and  bought  Liberty 
Bonds,  but  the  same  Poles  have  been 
so  much  Russianized,  Prussianized 
and  Germanized  during  the  last  cen- 
tury and  a  half,  that  they  absolutely 
refuse  to  become  Americanized  by 
compulsion. 

Instead  of  confining  the  method  of 
Americanization  simply  to  instructing 
the  recent  arrivals  in  the  language  and 
civics  of  the  Commonwealth  so  as  to 
enable  them  to  find  themselves  in  the 
strange  surroundings,  they  are  handled 
like  prospective  criminals  or  minors. 
In  the  evening  schools  for  foreigners 


they  are  instructed  according  to  the 
most  approved  and  silliest  kindergar- 
ten methods  in  the  hope  to  make 
proud  American  citizens  out  of  the 
self-respecting  and  self-supporting 
mothers  and  fathers  of  large  families. 
The  general  run  of  evening  school 
instructors  does  not  seem  to  realize 
that  the  problem  of  assimilation  of 
immigrants  through  educational  agen- 
cies is  very  complicated  indeed. 

An  average  Polish  immigrant,  living 
in  a  congested  factory  town,  knows 
hardly  any  recreation  after  his  daily 
work  has  been  done.  The  evening 
school  ought  to  be  a  logical  place  for 
his  social  intercourse  just  as  his  church 
is  his  place  of  devotion.  The  school, 
besides  being  his  social  center  and  be- 
sides giving  him  instruction  in  the 
American  tongue  and  civics,  ought  to 
show  him  by  means  of  visual  instruc- 
tion all  the  wonderful  agricultural  and 
industrial  opportunities  awaiting  every 
ambitious  and  intelligent  man  and  his 
family  in  this  "  Land  of  Opportunities." 
There  is  no  doubt  that  by  this  sort  of 
treatment  the  problem  of  Americani- 
zation would  work  out  its  own  satis- 
factory solution  sooner  than  most 
zealous  American  patriots  ever  expected 
inasmuch  as  it  has  been  tried  and  has 
proved  its  value. 

However,  the  most  diflScult  part  of 
the  Polish  problem  in  America  is  that 
pertaining  to  distribution  of  those 
thousands  of  immigrants  who  will  soon 
clutter  Ellis  Island,  despite  all  the 
restrictive  and  inimical  legislation  in 
the  near  future.  An  attempt  to  dis- 
tribute the  three  or  four  million  Poles 
packed  in  the  Immigration  Zone  must 
be  abandoned  as  a  hopeless  task. 

The  reports  of  the  Polish  National 
League  make  it  evident  that  the  Polish 
inmiigration  wave  is  slowly  spreading 
throughout  the  Northwestern  terri- 
tories reaching,  up  to  this  time,  North 
Dakota.     In  Michigan  it  constitutes 
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10  per  cent  of  the  population;  in  Wis- 
consin, 12  per  cent;  in  Minnesota,  6 
per  cent;  and  in  North  Dakota,  6  per 
cent.  There  are  already  two  small 
Polish  parishes  in  Montana,  one  in 
Idaho  and  two  in  Washington  on  the 
Pacific  Coast. 

All  attempts  to  direct  PoUsh  immi- 
gration to  the  states  south  of  the  Mason 
and  Dixon  Line  have  been  unsuccess- 
ful. The  number  of  Poles  in  Texas, 
although  they  began  to  inunigrate 
there  long  before  the  Civil  War,  never 
reached  30,000,  while  in  Wisconsin, 
where  they  started  to  settle  about  the 
same  time,  their  number  crossed  the 
300,000  mark.  Moreover,  the  Poles 
in  the  Northwest  produced  many 
professional  men  with  university  train- 
ing, while  the  Polish  settlers  in  the 
"Rice  and  Cotton  Belt"  during  the 
seventy  years  of  residence  in  that  un- 
congenial climate  have  produced  not 
one  prominent  representative  either  in 
science  or  in  poUtics. 

Polish  peasantry,  constituting  the 
bulk  of  PoUsh  immigration  to  this 
country,  has  always  been  agricultural. 
A  Polish  inunigrant,  considered  as  a 
type,  is  a  highly  skilled,  professional 
farmer  and  home  maker,  but  an  un- 
skilled factory  worker.  He  belongs  to 
the  soil,  and  ought  to  be  put  on  land 
instead  of  being  lured  by  labor-agents 
into  cities,  factories  and  mines.    By 


helping  to  distribute  Polish  immigra- 
tion on  farm  land  the  government 
would  increase  food  production  and 
decrease  high  cost  of  living  as  well  as 
poverty  and  misery  in  congested  city 
districts.  One  heroic  attempt  of  our 
federal  government  at  the  solution  of 
this  problem  resulted  in  the  creation  of 
a  Bureau  of  Distribution  and  Informa- 
tion in  the  United  States  Department 
of  Labor  in  1907.  It  still  exists,  and 
distributes  printed  information  in 
many  languages  among,  illiterate 
immigrants. 

It  is  perfectly  clear  to  everybody  that 
the  descendants  of  the  permanent 
Polish  residents  in  the  United  States 
will  become  as  thoroughly  assimilated 
and  an  integral  part  of  this  nation,  as 
do  descendants  of  other  immigrant^. 
But,  as  all  others  are  conscious  of  their 
foreign  origin  and  deep  in  their  hearts 
harbor  a  sincere  sympathy  for  the  land 
of  their  ancestors,  so  it  will  be  with  the 
Americans  of  PoUsh  descent.  Before 
its  resurrection,  Poland  used  to  call  the 
Polish  group  in  the  United  States  its 
"Fourth  Part,"  the  three  others  being 
those  under  Russia,  Germany  and 
Austria.  This  group  of  over  three  mil- 
lion Poles  is  a  sufficiently  strong  link 
to  bind  the  two  sister  republics  forever. 
The  people  of  Tadeusz  Kosciuszko 
will  remain  true  to  the  great  tradition 
of  loyalty  to  the  United  States. 


The  Second  Generation  of  Immigrants  in  the 
Assimilative  Process 

By  Thaddeus  Sleszynski 

Executive  Secretary,  Erie  County  Anti-Tuberculosis  Society,  Erie,  Pa. 


THE  second  generation  of  immi- 
grants is  considered  by  most 
writers  and  students  as  one  group, 
thoroughly  American.  Because  these 
young  people  are  bom  in  America, 
because  they  understand  and  speak 


English,  their  assimilation  is  taken  for 
granted.  Closer  observation  and  an- 
alysis, however,  reveal  the  fact  that 
this  is  not  altogether  true.  There  are 
several  more  or  less  distinct  groups 
among  these  oeoole,  depending  on  the 
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different  attitudes  and  reactions  they 
may  have  to  the  highly  organized  life 
of  the  foreign  communities,  which 
has  in  some  way  influenced  the  lives 
of  nearly  all  of  them. 

These  foreign  colonies,  which  are  to 
be  found  in  every  industrial  center  in 
the  United  States,  are  an  outgrowth  of 
the  attempt  made  by  the  immigrants 
to  adjust  themselves  to  the  strange 
conditions  in  a  new  land.  A  common 
language  and  in  nearly  every  case  a 
common  faith  are  the  foundations  on 
which  these  commimities  are  built. 
As  they  exist  today  they  furnish  the 
elements  for  satisfying  all  the  social, 
economic  and  spiritual  needs  of  their 
members.  With  many  of  the  racial 
groups  the  parish  is  the  center  of  all 
the  community  activities.  In  it  are 
centered  the  religious  and  social  activi- 
ties, the  dramatic  clubs,  the  singing 
societies  and  the  mutual  benefit  asso- 
ciations. Besides  the  parish  halls  there 
are  other  common  meeting  places, 
such  as  lodge  halls  erected  and  used 
almost  exclusively  by  the  immigrants 
of  one  nationaUty .  Amusement  places 
where  the  people  can  enjoy  vaudeville 
and  dialogue  in  their  own  language 
are  foimd  in  every  foreign  colony. 
Whether  published  there  or  not,  some 
foreign  language  newspaper  circulates 
in  the  commimity.  Through  it  is 
sifted  all  the  news  of  the  outside  world. 
Practically  all  business  is  transacted 
in  the  common  language,  and  the  com- 
munity has  its  own  doctors  and  law- 
yers. 

If  the  colonies  are  large  enough,  they 
are  sure  to  be  represented  by  politicians 
who  are  members  of  the  dominant 
race.  Since  these  men  are  usually 
interested  in  delivering  the  votes,  they 
encourage  their  fellow  countrymen  to 
become  citizens,  often  to  the  extent 
of  organizing  classes  in  English  and 
citizenship.  Consequently,  whatever 
ideab    of    American    citizenship    the 


members  of  the  community  hold  are 
acquired  largely  through  these  men. 
In  many  of  the  parochial  schools  the 
foreign  language  is  given  equal  prom- 
inence with  the  English.  Thus,  in 
addition  to  hearing  the  foreign  lan- 
guage spoken  at  home,  the  children 
learn  it  in  school  and  come  to  use  it 
even  on  the  playground.  It  is  more 
necessary  to  know  the  foreign  language 
than  to  know  English  in  order  to  make 
one's  way  about  in  some  of  these  neigh- 
borhoods. Moreover,  in  most  in- 
stances, these  more  or  less  isolated 
foreign  colonies  are  more  closely  in 
touch  with  one  another  than  with  the 
city  of  which  they  form  a  geographical 
part.  The  contact  with  the  larger 
commimity  is  maintained  through  a 
few  leaders,  usually  politicians,  who 
are  in  touch  with  American  institu- 
tions. Many  of  these  are  already  of 
the  second  generation.  It  is  no  doubt 
necessary  for  the  immigrants  who  are 
ignorant  of  American  ways  of  life  to 
work  out  community  problems  along 
racial  lines.  There  is  no  other  way  in 
which  they  can  do  it.  In  many  of  the 
older  communities  where  large  num- 
bers of  the  people  speak  and  read  Eng- 
Ush  this  practice  is  no  longer  necessary. 
Nevertheless  it  is  perpetuated  to  the 
advantage  of  a  few  and  carried  on  even 
by  the  second  and  third  generations. 

There  is  much  of  art  and  beauty 
among  our  foreign  folk  that  should  be 
preserved  for  future  generations. 
Their  music  and  folk  songs  have  a 
rhythm  and  a  beauty  all  their  own. 
We  have  nothing  in  America  quite 
like  the  dances  which  they  all  danced 
together  at  the  village  festivals  in 
Europe.  There  is  an  appreciation  of 
opera  and  good  music  among  the  com- 
mon people  found  only  among  Ameri- 
cans of  education  and  training.  More 
of  their  books  deserve  to  be  translated 
into  EngUsh  for  the  profit  and  enjoy- 
ment of  all.    There  is  a  hospitality 
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and  a  spirit  of  neighborliness  among 
our  foreign  bom  which  we  of  this  day 
have  somehow  lost.  There  is  a  feeling 
of  pride  in  their  work  felt  by  artisans 
who  have  had  their  training  in  the 
small  towns  of  Europe  that  is  not  often 
found  among  American  workmen.  All 
these  things  and  many  more  should  be 
passed  on  to  become  the  heritage  of 
future  generations.  Plainly,  whatever 
of  this  heritage  is  preserved  must  be 
done  so  through  the  second  and  third 
generations.  The  question  that  arises 
is,  are  they  doing  this  or  are  they 
merely  perpetuating  racial  solidarity? 
Because  the  young  people  of  tie 
second  generation  mingle  more  or  less 
with  Americans,  gain  a  knowledge  of 
American  traditions  and  institutions 
and  speak  English  fluently,  they 
come  under  influences  that  have  not 
touched  their  parents.  As  a  result, 
there  is  an  inevitable  reaction  on  their 
part  to  the  standards,  interests  and 
attitudes  found  in  the  foreign  colony. 
This  reaction  is  different  with  different 
individuals.  In  general  they  may  be 
divided  into  five  groups.  One  group 
of  these  young  people  largely  conforms 
to  the  dominant  tendencies  of  the 
foreign  colony  -cmd  remains  a  part  of 
it.  A  second  group  entirely  loses  its 
contact  with  the  foreign  colony.  A 
third  group,  though  in  no  way  par- 
ticipating in  the  life  of  the  colony,  is 
claimed  because  of  unusual  achieve- 
ments. A  fom*th  group,  though  it  has 
been  absorbed  by  the  larger  conunu- 
nity,  plays  an  important  part  in  the 
organized  life  of  the  foreign  commu- 
nity. The  last  group  keeps  in  touch 
with  the  foreign  colony  and  appreciates 
probably  more  than  the  others  the 
desirable  elements  that  should  be  pre- 
served, but  at  the  same  time  it  is 
making  a  conscious  effort  to  re- 
move the  barriers  that  separate  the 
immigrant  colony  from  the  larger 
commimity. 


Group  Conforming  to  Standards 
or  Foreign  Colony 

The  members  of  the  first  group  are 
handicapped  more  than  any  of  the 
others,  in  fact  more  than  any  group  of 
young  people  in  America.  Practically 
all  of  them  come  from  homes  where 
there  are  large  families  and  no  leisure. 
Most  of  them  are  compelled  to  leave 
school  at  an  early  age  because  of  the 
economic  conditions  of  their  parents. 
In  many  cities  where  one-quarter  to 
one-third  of  the  children  in  the  ele- 
mentary schools  is  of  foreign  parentage, 
only  a  small  percentage  is  found  in  the 
high  schools  and  less  than  two  per 
cent  in  our  colleges.  When  they  are 
old  enough  to  work  they  must  have  a 
job.  If  through  great  sacrifice  on  the 
part  of  hard-working  parents  they 
receive  the  minimum  education  for 
one  of  the  professions,  they  start  out 
burdened  with  debts  to  pay  or  rela- 
tives to  support.  So  they  must  devote 
all  of  their  time  to  making  ends  meet. 
Because  of  their  lack  of  leisure,  but 
few  of  them  are  well  acquainted  with 
the  music,  art  and  Uterature  of  their 
own  nationality.  At  the  same  time, 
they  have  only  a  superficial  knowledge 
of  the  best  in  American  life. 

These  young  people  remain  always 
definite  factors  in  the  life  of  the  immi- 
grant community  in  which  they  were 
bom.  In  most  instances  they  speak 
the  foreign  language  and  read  the 
foreign  language  newspaper.  Their 
social  Ufe  is  limited  to  the  foreign 
colony,  and  they  usually  marry  in 
their  own  group.  Most  of  them  are 
employed  as  unskilled  workmen  in 
our  various  industries,  but  some  of 
them  learn  a  trade  or  take  the  places 
of  the  older  men  in  business  and  be- 
come the  .small  shop-keepers  of  the 
neighborhood.  Some  of  them  become 
lawyers  and  doctors  and  a  few  become 
the  poUtical  and  religious  leaders  for 
their   community.     The   members   of 
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this  group  no  doubt  exercise  an  Ameri- 
canizing influence,  but  their  tendency 
is  to  follow  the  line  of  least  resistance 
and  conform  to  the  accepted  standards 
of  the  community.  They  form  a  group 
that,  though  bom  in  America,  is  not 
entirely  of  America. 

Those    Separated    from    Foreign 
Colony 

•In  the  second  group  may  be  placed 
those  young  people  bom  in  America 
of  foreign  parentage  who  either  lose 
their  contact  with  the  foreign  colony 
or  perhaps  have  never  had  any.  They 
may  have  the  same  educational  and 
economic  handicaps  as  the  first  group. 
Some  of  them  are  born  outside  the 
foreign  colony,  never  learn  to  speak 
the  foreign  language  and  never  come 
in  contact  with  any  people  of  like 
I>arentage.  Others  become  separated 
from  friends  and  relatives  through 
permanent  employment  and  residence 
in  a  place  where  there  is  no  community 
of  their  particular  nationality.  Since 
there  is  no  opportunity  to  speak  or 
read  the  foreign  language,  it  is  often 
foi^otten.  Many  of  these  young 
people,  seeing  the  diCFerence  between 
their  social  life  in  the  colony  and  the 
less  limited  one  of  their  American 
friends,  come  to  despise  everything 
connected  with  the  foreign  colony. 
They  often  deliberately  leave  home, 
change  their  names  and  by  so  doing 
renounce  their  nationaUty.  Associa- 
tion with  people  who  look  down  upon 
foreigners  brings  about  similar  results. 
Some  of  the  members  of  this  group 
lose  everything  of  their  foreign  heritage 
and  acquire  only  that  which  is  cheap- 
est in  American  Uf  e.  On  the  other  hand, 
others  are  thoroughly  American  and 
hold  their  own  in  American  society. 

Those    Claimed    by   the    Foreign 
Colonies 

The  third  group,  doubtless  the  small- 


est of  all,  includes  those  who  have  no 
social  or  economic  interests  in  an 
immigrant  community.  They  are  the 
artists,  writers  and  musicians  to  whom 
the  members  of  their  own  nationality 
point  with  pride  as  being  of  the  same 
race  with  themselves.  They,  belong 
entirely  to  the  larger  conmiunity. 
Nevertheless,  they  do  not  deny  their 
nationality  or  change  their  names,  but 
are  proud  of  their  heritage,  and  inter- 
pret for  the  rest  of  the  world  the  music, 
art  and  philosophy  of  their  own  race. 
They  are  not  only  keeping  alive  the 
best  of  their  own  traditions,  but  they 
are  also  making  a  great  contribution  to 
America. 

Leaders  of  Both  Foreign  Born  and 
Americans 

The  fourth  group  includes  those 
who  because  of  unusual  opportunity 
or  abiUty  have  succeeded  in  winning  a 
place  in  the  larger  community  as  well 
as  in  the  immigrant  colony.  They 
usually  acquire  a  good  education,  and 
by  dint  of  hard  work  and  persistent 
effort  gain  positions  of  leadership 
among  both  foreign  bom  and  Ameri- 
cans. They  often  do  not  Uve  in  the 
foreign  colony,  but  at  the  same  time 
they  keep  in  touch  with  it  because  of 
financial  or  political  interests  there. 
They  speak  the  foreign  language 
fluently  and  are  more  or  less  acquainted 
with  the  culture  and  traditions  of 
their  own  nationality.  At  the  same 
time,  they  know  the  best  in  American 
life.  Among  them  are  bankers,  busi- 
ness men,  lawyers  and  doctors.  They 
serve  not  only  the  members  of  their 
own  racial  group  but  the  larger  com- 
munity as  well.  Many  of  them  are 
pubUc-spirited  citizens  who  are  en- 
tmsted  with  high  public  oflSces  by  the 
larger  community.  In  this  capacity 
they  render  valuable  service  and 
gain  the  respect  and  recognition  of 
all.    They  are  becoming  the  real  lead- 
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ers  in  our  immigrant  communities 
and  are  in  a  position  to  serve  as  the 
interpreters  of  their  people  to  America 
and  of  America  to  their  people.  Un- 
fortunately, instead  of  bringing  the 
foreign  colony  closer  to  America,  many 
of  them  capitalize  its  racial  solidarity 
for  their  own  private  interests.  As 
American  citizens,  with  interests  and 
experiences  reaching  far  beyond  the 
Umits  of  the  foreign  colony,  they  do 
not  approve  of  the  standards  set  by 
the  foreign-bom  leaders.  There  is  no 
doubt  that  they  exercise  an  American- 
izing influence,  but  they  are  prone  to 
feel  out  the  sentiments  of  the  majority 
before  taking  a  stand  on  any  issue 
involving  the  colony. 

Those  Active  in  Assimilation 

The  distinguishing  characteristics 
of  the  last  group  are  exemplified  in  a 
few  social  workers  who  speak  foreign 
languages.  Most  of  these  young  peo- 
ple are  born  in  a  foreign  colony  and 
few  have  had  the  advantages  of  a 
Uberal  education.  Many  of  them 
have  not  even  finished  the  high  school. 
Because  of  their  knowledge  of  foreign 
languages,  social  agencies  have  taken 
them  out  of  their  jobs  in  factories, 
department  stores  and  oflSces  to  serve 
as  clerks  and  stenographers  as  well  as 
interpreters.  Many  of  them  con- 
tinue to  occupy  these  minor  positions, 
others  become  eflSicient  social  workers, 
and  a  few  succeed  to  executive  posi- 
tions. They  are  famiUar  not  only  with 
the  language  but  also  with  the  tradi- 
tions, customs  and  pecuUarities  of  their 
immigrant  fathers.  Most  of  them  take 
an  active  part  in  the  social  and  religious 
life  of  the  foreign  colonies,  and  at  the 
same  time  they  participate  in  the  activ- 
ities of  the  larger  community.  They 
thus  have  points  of  contact  which  the 
American  social  workers  can  never 
hope  to  gain. 

Because    these    young    people    are 


working  through  the  community  agen- 
cies they  have  an  opportunity  to  view 
the  problems  of  their  own  people  from 
the  standpoint  of  the  needs  of  the 
conmiimity  as  a  whole.  They  are  spe- 
cializing in  the  solution  of  problems 
arising  from  maladjustments,  and  so 
they  see  more  clearly  than  those  in 
any  of  the  other  groups  just  what  are 
the  narrowing  influences  in  our  immi- 
grant communities  that  should  be 
removed.  Moreover,  they  feel  that  it 
is  their  duty  to  remain  in  these  com- 
munities and  by  working  from  withiji 
them  to  remove  these  influences.  They 
appreciate  that  there  is  much  that 
should  be  preserved  and  passed  on  as 
the  heritage  of  future  generations, 
that  many  activities  must  be  con- 
tinued along  racial  lines,  and  that  the 
use  of  the  foreign  language  is  still 
necessary.  But  because  they  have 
gained  a  vision  of  the  ultimate  social 
goal,  they  see  the  next  steps  that  are 
to  be  taken  to  bring  the  foreign  col- 
onies into  closer  relationship  with  the 
larger  communities  of  which  they  are 
parts. 

Inevitably,  they  clash  with  the  pres- 
ent leaders.  This  clash  of  ideas  as  to 
methods  and  policies  in  working  out 
the  problems  of  our  immigrant  com- 
munities can  be  illustrated  by  an  ac- 
count of  what  took  place  in  a  club 
formed  by  the  social  workers  who 
spoke  the  language  of  the  most  impor- 
tant racial  group  in  one  of  our  large 
cities.  This  club  included,  in  addition 
to  about  twenty,  workers  employed  by 
American  social  agencies,  a  number  of 
leaders  interested  in  social  work  in  the 
colony.  These  foreign  leaders  usually 
considered  the  problems  of  the  colony 
from  the  standpoint  of  their  people 
alone.  The  social  workers  considered 
them  from  the  standpoint  of  the  com- 
munity as  a  whole.  The  foreign  lead- 
ers were  inclined  to  work  out  a  solution 
separately,  by  action  taken  through 
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their  own  organizations.  The  social 
workers  believed  the  solution  should 
be  found  through  community  agen- 
cies. Where  the  foreign  leaders  often 
regarded  the  community  agencies  as 
instruments  to  be  used  for  the  particu- 
lar advantage  of  their  people,  the  social 
workers  naturally  regarded  them  as  the 
means  whereby  all  the  racial  groups 
could  be  brought  together.  The  for- 
^gn  leaders  usually  expected  the 
social  workers  to  favor  the  members  of 
the  colony  and  to  conceal  frCm  the 
agencies  tiiat  employed  them  many  of 
the  existing  evils.  At  the  same  time, 
they  hesitated  to  take  any  stand 
against  the  members  of  the  colony 
who  were  responsible  for  some  of  these 
evils.  Because  of  these  opposing  ten- 
dencies, the  club  went  to  pieces  after 
three  years  of  useful  existence.  This 
same  conflict  is  in  evidence  wherever 
these  young  people  meet  with  the 
present  leaders  in  the  foreign  colonies. 


Though  this  group  is  best  fitted  to 
hasten  the  process  of  assimilation  its 
peculiar  value  has  as  yet  not  been 
generally  recognized. 

Each  group  has  its  place  and  its 
share  in  the  assimilation  of  the  foreign 
bom.  Without  the  first  group,  the 
organizations  and  institutions  estab- 
lished by  the  immigrants  would  go  to 
pieces  before  their  period  of  usefulness 
is  past.  The  second  proves  that  com- 
plete assimilation  is  possible,  but  not 
always  desirable.  The  third  group 
emphasizes  the  cultural  contribution 
which  our  inunigrants  can  make  to 
America.  The  fourth  suggests  what 
these  people,  through  their  inherent 
ability,  can  accomplish  when  their 
handicaps  are  removed.  The  last 
group  shows  that  the  process  of  assimi- 
lation can  be  worked  out  from  within 
if  those  capable  of  leadership  could  be 
given  the  opportunity  to  prepare 
themselves  for  this  responsiWlity. 


Elementary  ELducation  for  Adults 

By  Ruby  Baughman 

Saperintendent  of  Immigrant  Education  and  Elementary  Evening  Schools,  Los  Angeles 


TO  summarize  briefly  the  activities 
of  a  department  of  immigrant 
education  is  not  easy.  The  air  is  full 
of  a  whirl  of  words  most  of  which  we 
have  made  empty  of  meaning.  Social 
education,  vocational  education,  civic 
centers,  Americanization,  sociaUzation, 
social  service,  community  activities — 
all  of  these  are  interpreted  by  each 
individual  according  to  his  own  pe- 
culiar altruistic  point  of  view  or  selfish 
desire. 

Yet,  there  are  a  few  outstanding 
approaches  to  the  task  of  defining  the 
field  of  subject-matter  and  the  learning 
process.  Concerning  the  need  of  a 
common  national  language  there  can 
be  no  debate.    That  single  task  is  no^^ 

12 


small  thing  for  a  public  school  system 
to  segregate  from  its  numerous  other 
obligations,  and  to  undertake  as  a 
unit  of  endeavor.  Surely  the  compact 
foreign  possessions  lying  within  our 
immediate  national  borders  deserve 
much  time  and  money  and  intelligent 
effort;  a  common  language  will  be 
piu'chased  at  no  small  expenditure  of 
the  three.  We  are  deluding  oiu'selves 
in  these  present  days  by  pleasant,  plati- 
tudinous dissertations  and  theorizings 
about  the  task.  Slogans  and  catch- 
phrases  obviously  valuable  for  poUtlcal 
purposes  are  adopted.  The  work  is 
something  quite  different:  it  involves  an 
investment  of  intelligence,  money  and 
professional  devotion  over  a  long  period 
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of  years.  Adults  do  not  acquire  a  sec- 
ond language  easily  or  in  a  short  period 
of  time. 

The  new  social  relations  growing 
out  of  the  final  occupation  of  all  the 
usable  new  land  have  complicated  life 
for  all  of  us.  A  great  homeless  wan- 
dering army  of  tramp  labor  has  de- 
veloped. Producer  struggles  with  con- 
sumer; labor  fights  with  employer; 
distribution  struggles  with  production; 
organization  nullifies  initiative;  racial 
group  contends  with  adjacent  racial 
jealousies;  everybody  is  fighting  some- 
body about  something.  And  the  only 
peaceable  remedy  (all  the  professional 
reformers  to  the  contrary  notwith- 
standing) is  conference.  There  has 
been  no  way  devised  on  earth  among 
men  whereby  struggling  humanity  may 
settle  its  diflFerence  save  only  two — 
exhaustion  by  war  and  adjustment  by 
conference. 

Nationally  speaking,  this  can  not  be 
done  so  long  as  the  attempts  to  recon- 
cile the  diversified  groups  are  based  on 
mutual  scorn  and  contempt;  reconcilia- 
tion must  be  derived  rather  from  an 
intelligent  comprehension.  This  need 
not  attain  to  the  strength  of  friendly 
understanding;  a  mere  intellectual 
compilation  of  the  issues  at  stake  and 
the  opposing  points  of  view  will  sufiice 
as  an  initial  step.  A  problem  clearly 
stated  is  half  solved. 

No  adequate  degree  of  such  neigh- 
borly comprehension,  however,  can 
exist  between  American  groups  and 
immigrants  in  periods  of  storm  and 
stress  like  the  present  for  reasons  easily 
apparent.  Compelled  by  circumstan- 
ces over  which  they  have  no  control  the 
newly  arrived  strangers  tend  to  ag- 
glomerate into  colonies.  Alien  groups 
are  necessarily  adjacent  to  American 
institutions,  but  not  of  them.  For  a 
very  fimdament^l  reason  this  occurs. 
The  immigrant  often  appears  dumb  or 
stupid  in  the  face  of  unaccustomed 


surroundings.  As  a  matter  of  fact  he 
is  something  infinitely  more  pathetic 
and  serious, — an  intellig^it  human 
creature  caught  in  the  net  of  alien 
experiences  which  he  does  not  conq)re- 
hend  and  about  which  he  may  not  ask, 
and  concerning  which  his  neighbors 
are  prevented  by  one  great  obstacle 
from  offering  any  explanation.  That 
obstacle  is  the  one  thing  that  must 
be  cleared  away  no  matter  what  else 
may  or  may  not  be  contributed  to  the 
general  task  of  democratization. 

To  furnish  this  one  first  thing  the 
nation  has  made  no  unified,  compre- 
hensive attempt.  Indeed  we  have 
been  so  remiss  that  we  have  not  only 
n^lected  the  education  in  a  common 
language  so  essential  in  a  democnu^, 
but  we  have  also  permitted  the  immi- 
grant to  form  his  ideas  of  our  national 
life  by  contact  with  its  worst  phases. 
Trickery,  chicanery,  poverty,  dirt,  vice, 
governmental  inadequacy,  industrial 
instability,  treachery  to  our  govern- 
ment,— ^all  these  he  fiiids  expressed  only 
too  well.  So  seldom  does  he  meet  the 
organized  forces  in  society  that  are 
struggling  to  right  these  conditions 
that  he  often  arrives  at  the  conclusion 
that  those  activities  do  not  exist.  The 
only  avenue  by  which  they  may  travel 
to  him  and  through  which  he  may 
arrive  at  them  is  the  language  of  the 
country.    That  he  must  learn. 

This  process  by  which  adults  acquire 
a  second  language  is  educational.  The 
nature  of  the  process  thus  determines 
the  social  agency  that  must  imdertake 
the  task.  There  is  only  one  such 
agency  in  a  democracy — ^the  pubUc 
school.  If  it  is  now  inadequate  to  the 
task,  then  it  must  be  rendered  ade- 
quate. Even  the  most  casual  observer 
of  the  signs  of  the  times  can  perceive 
that  the  public  school  must  be  about 
that  business  quickly. 

The  reduction  of  American-made 
adult  illiteracy  is  a  second  piece  of 
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work  easily  discernible  by  the  obser- 
vant educational  eye.  The  American 
Government  depends  on  the  printed 
page  of  newspaper  and  magazines, 
pamphlet,  dodger,  circular  and  inquiry- 
blank  as  a  means  of  dissemination  of 
information  and  as  a  forum  for  public 
discussion.  Lnmense  geographical  dis- 
tances compel  us  to  talk  things  over  in 
print.  There  seems  to  be  small  ques- 
tion of  the  unwisdom  of  permitting  any 
considerable  number  of  citizens  to  be 
excluded  from  this  discussion  by  their 
own  illiteracy.  We  have  deceived 
ourselves  long  enough  by  the  specious 
argument  that  we  take  care  of  the 
home  and  the  adults  by  looking  well  to 
the  children  in  the  public  school. 
Statistics  on  every  hand  give  us  evi- 
dence of  the  need  of  a  new  point  of 
view- 

Out  of  this  complexity  and  its  con- 
sequent dehumanizing  of  both  processes 
and  persons  grew  the  sad  social  isola- 
tion of  which  the  public  school  stands 
indicted.  Schoolhouses  and  teaching 
forces  are  too  often  in  a  neighborhood 
but  not  of  it.  Splendid  educational 
palaces  tower  over  the  simple  habita- 
tions of  humble  folk  who  receive  most 
of  their  education  in  alley,  or  poolhall, 
or  saloon,  or  comer  grocery,  or  in 
even  less  innocent  places.  We  admit 
it,  but  we  do  nothing  about  it. 

The  war  hit  educators  and  education 
between  the  eyes.  It  is  still  aii  open 
question  whether  the  blow  awakened 
or  blinded.  We  discovered  that  educa- 
tion could  no  longer  smugly  count  its 
successes  by  the  number  of  adolescents 
studying  integral  calculus;  that  it  must 
plumb  its  failure  by  the  number  of 
school  graduates  who  can  not  make 
accurate  change  in  a  simple  purchase. 
Hie  focus  of  attention  shifted  from  the 
expert  in  Greek  declensions  and  in 
weak  endings. in  Chaucerian  verse  to 
the  man  who  can  not  sign  his  name  to 
his  pay  check.    Society,  to  a  greater 


degree  than  the  crowd  realizes,  is  at 
the  present  moment  in  the  hands  of 
this  fumbling,  clumsy-fingered,  un- 
lettered citizen.  That  is  fair  enough 
in  a  democracy,  for  he  is  the  direct 
product  of  our  national  educational 
procedure.  K  we  do  not  like  his  ways 
we  must  mend  ours. 

For  the  illiterate  our  schools  are 
responsible  directly;  for  the  non-Eng- 
lish-speaking citizen,  only  indirectly. 
They  are  both  the  task  of  the  public 
school,  not  as  charity  patients,  not  as 
addenda,  not  as  afterthoughts,  but  as 
a  large  constituent  part  of  the  huge 
plan  by  which  we  make  over  our  con- 
cept of  the  business  of  education. 

The  organization  of  a  department 
of  immigrant  education  in  1916  segre- 
gated the  activities  that  belong  to 
the  field  of  adult  education  in  order 
that  especial  attention  might  be  given 
to  the  problems  arising  in  that  new  and 
unchartered  phase  of  education.  The 
elementary  evening  schools  were  in- 
cluded because  they  formed  at  that 
time  the  greater  porticm  of  the  work 
with  adults.  A  few  sporadic  experi- 
ments outside  their  limits  with  special 
day  and  evening  classes  indicatcKl  the 
lines  along  which  development  might 
be  pursued. 

The  chief  business  of  the  department 
seemed  clear:  to  devise  means  of  plac- 
ing within  reach  of  all  groups  of  both 
American  and  non-American  persons 
adequate  facilities  for  becoming  fa- 
miliar with  American  social,  economic 
and  civic  institutions  and  ideals — ^not 
only  with  the  ideals  but  also  with  the 
more  or  less  satisfactory  practice.  The 
native  bom  are  separated  from  such 
a  democratization  process  by  insuffi- 
cient and  ineffective  opi>ortunity,  by 
indifference  and  fatigue,  and  by  in- 
convenient hours  of  labor;  the  foreign 
bom  add  to  these  handicaps  the  bar- 
rier of  language.  To  this  immense 
uumb^  the  public  school  of  a  d^moc' 
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racy  that  hopes  to  live  owes  a  flexible, 
attractive,  neighborly,  simple,  real 
educational  advantage.  The  new  adult 
education  accepts  the  obligation  to 
offer  ''training  in  any  subject  useful  to 
any  considerable  number  of  citizens  at 
any  time  and  in  any  place  best  suited 
to  the  convenience  of  those  citizens." 

Concerning  the  method  and  manner 
of  development  of  such  opportimities 
there  are  two  viewpoints.  The  one 
implies  a  wholesale  proceeding  which 
organizes  a  large  number  of  schools 
and  classes  and  the  assignment  of 
teachers  from  a  general  list  in  the 
hope  that  out  of  the  great  bulk  some 
fractions  may  prove  vital  and  perma- 
nent. The  other  viewpoint  involves  an 
analysis  of  each  given  district,  an  as- 
signmait  of  individual  workers  espe- 
cially adapted  to  the  peculiar  tasks  of 
that  neighborhood,  and  an  adjust- 
ment from  time  to  time  of  all  plans 
and  procedure  to  varying  social  condi- 
tions. The  first  method  makes  at  any 
given  time  a  more  brilliant  showing 
especially  when  its  initial  steps  are 
preceded  by  a  noisy  publicity  cam- 
paign which  draws  students  into 
classes  in  large  numbers,  and  as  quickly 
loses  them.  The  second  process  is  al- 
ways in  a  process  of  construction  or 
reconstruction;  it  suffers  all  the  vicissi- 
tudes and  variations  of  adult  life  be- 
cause it  is  based  deliberately  on  the 
needs  and  desires  and  changes  of  the 
adult  life  it  presumes  to  attempt  to 
serve. 

The  second  path  is  the  one  followed: 
first,  because  it  is  valid;  second,  be- 
cause it  maintains  the  maximum  of 
real  activity  at  a  minimum  of  expense. 
A  simple,  natural  hence  subtle  man- 
ner of  approach,  an  informal,  non- 
mechanical,  un-card-indexed,  almost 
casual  quality  of  development  builds 
up  classes  and  schools  reasonably  so- 
cial, not  too  rigidly  administered,  yet 
effective  in  commanding  the  respect 


of  their  community.  Teachers  pecu- 
liarly fitted  and  particularly  tnuned 
for  the  work;  an  adaptation  of  subject 
and  method  to  the  actual  needs  and 
desires  of  the  students;  a  quiet,  sys- 
tematic, continuous,  cordial  interpreta- 
tion of  the  school  to  its  community — 
these  are  the  basis. 

With  this  conception  of  their  func- 
tion the  classes  for  adult  wage-earners 
have  thus  far  fallen  into  eight  groups: 

1.  The  night  school,  varied,  how- 
ever, in  number  of  nights  a  week,  in 
hoiu^  of  meeting  and  in  subject-matter 
as  needs  demand. 

2.  Special  classes  for  mothers,  Amer- 
ican and  foreign-bom,  meeting  in 
schoolhouses  at  any  hour  of  day  or 
evening,  any  number  of  days  a  week. 

3.  Labor  camp  classes  for  foreign 
women  in  afternoon  or  morning  and 
for  men  in  the  evening  or  at  "off" 
hours. 

4.  "Factory  classes"  in  paper  mills, 
laundries,  car  bams,  canneries,  fac- 
tories, Pullman  cleaning  departments, 
etc. 

5.  "Cottage"  classes. 

6.  Classes  in  unusual  locations  like 
hospitals,  jails,  fire-stations,  etc. 

7.  Boarding-house  classes  for  groups 
of  non-American  laborers. 

8.  Conmiunity  gatherings  largely 
under  local  committee  supervision  and 
direction  devoted  to  recreational,  eco- 
nomic,^ civic  or  informational  aims. 

Several  of  these  groups  look  at  first 
glance  much  like  each  other  but  they 
are  as  a  matter  of  social  fact  element- 
ally differ^it. 

The  social  and  industrial  complexes 
of  Southern  California  are  literally 
that.  In  addition  to  the  immigrant 
*  groups  found  in  other  sections  of  the 
country,  the  Mexican  and  the  Oriental 
tangle  the  threads  of  race  prejudice 
and  comjnercial  competition  throu^ 
the  warp  of  integration.  Further- 
more, there  are  rotittions  qt  sea^n^ 


Digitized  by 


Google 


Elementary  Education  for  Adults 


165 


employment  and  imemployment  and 
spasms  of  over  employment,  which 
lack  utterly  the  correctives  foimd  in 
more  varied  or  less  varied  industrial 
communities.  The  local  processes  of 
adjustment  are  peculiarly  matters  of 
education. 

For  instance,  the  groups  of  Mexican 
citrus  fruit  workers  who  imderstand 
one  process — ^packing  by  way  of  illus- 
tration— ^must  be  taught  not  only  the 
English  vernacular  of  their  own  fa- 
miliar process  but  they  do  well  also  to 
learn  the  existence  of  other  related 
processes  of  growing,  cultivating,  prim- 
ing, picking  and  irrigating.  By  a  slow 
growth  of  comprehension  and  desire 
the  unskilled  laborer  takes  on  a  sea- 
sonal program  of  labor  which  leads 
definitely  to  a  practice  of  thrift,  home- 
owning  and  identification  with  his 
community. 

The  Industrial  Relations  depart- 
ment of  the  Fruit  Growers'  Exchange 
have  recently  issued  for  the  use  of 
their  employes  a  textbook  of  lessons  in 
industrial  English,  which  is  also  a 
compact  description  of  the  several 
processes  using  foreign  laborers.  The 
book  was  compiled  by  the  supervisor  of 
immigrant  education  in  Los  Angeles, 
and  is  used  by  teachers  whose  duties 
and  relations  to  the  community  are 
rather  strikingly  a  modem  educational 
development.  The  teacher  is  hired 
partly  by  the  local  school  boards  and 
partly  by  the  local  association;  she 
devotes  her  time  to  the  labor  camp, 
paying  special  attention  to  the  house- 
mother and  her  problems  and  to  camp 
recreation.  Such  correlations  of  func- 
tion are  a  whole  world  removed  from 
the  old-line  night  school  of  the  reac- 
tionary educator  and  employer,  but 
the  new  idea  fits  very  comfortably  into 
the  yawning  holes  of  a  sadly  shattered, 
postwar  economic  situation.  Five 
years  of  experimentation  with  labor 
camp  and  otiier  industrial  classes  have 


yielded  a  small  measure  at  least  of 
certainty  concerning  the  safe  and 
profitable  lines  of  procedure. 

Not  all  classes  for  wage-earners 
have  been  dependent  on  the  initiative 
of  the  employer.  The  large  and  tre- 
mendously useful  Labor  Temple  Even- 
ing High  School,  started  three  years 
ago  in  a  small  way  as  a  summer  ele- 
mentary school,  has  developed  stead- 
ily in  purpose  and  accomplishment  to 
its  present  scope.  * 

There  exists  in  Southern  California, 
beside  a  regular  seasonal  ebb  and  flow, 
a  large  and  directionless  transient  and 
semi-transient  flood  of  both  laboring 
and  leisure  population.  There  are 
numerous  local  and  peculiar  methods 
of  "hiring  and  firing."  There  is  a 
relative  absence  of  congested  indus- 
trial centers  with  not  only  their  evil  but 
also  their  good  features.  There  are  no 
slums  in  the  eastern  sense  of  the  word. 
There  is  a  semi-tropical  climate  with 
its  inevitable  relations  to  living  and 
laboring  conditions;  the  influx  of  none- 
too-healthy  workers  from  more  rigor- 
ous climates  is  only  one  of  hundreds 
of  such  compUcations.  There  is  a  con- 
siderable mistrust — ^not  to  say  dis- 
trust— ^in  the  feeling  of  many  of  the 
foreign  groups  due  to  lack  of  informa- 
tion or  its  misinterpretation,  ^his  is 
intensified  by  the  national  and  inter- 
national controversies  in  which  they 
are  interested  or  involved.  A  general 
postwar  lack  of  equiUbrium  holds  all 
these  in  solution. 

Li  this  confusion  crises  of  intensity 
often  develop  through  the  importation 
of  special  labor  groups  for  specific  sea- 
sonal purposes,  such  as  the  picking  of 
the  cotton  crop.  These  men  come  as 
human  imits;  they  are  reckoned  as 
imits  of  labor.  Many  of  them  are 
refugees, — confused,  harassed,  help- 
less, resourceless,  exploited,  bewildered, 
alien.  They  bring  a  set  of  social  val- 
ues not  so  much  higher  or  lower  as 
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essentially  dififerent.  The  Mexican 
peon  has  found  thrift  only  an  unprofit- 
able practice  which  made  him  eligible 
for  further  exploitation;  why  should  he 
save?  Ownership  has  never  been  in- 
cluded in  his  list  of  possibilities;  how 
could  he  plan  to  own  a  shack  on  a  city 
lot?  He  lacks  temperament  and  expe- 
rience in  organization;  how  shall  he 
comprehend  his  neighbors  who  excell 
in  it?  His  home  is  the  center  of  his 
universe;  how  shall  he  interpret  a  civ- 
ilization of  labor  barracks,  hotels, 
apartment  houses  and  tenements?  He 
is  kindly,  ingenious,  amiable,  strong  in 
the  elemental  virtues;  how  shall  he 
compete  in  a  contest  where  the  awards 
go  to  shrewdness  and  cunning?  He 
has  been  brought,  but  he  is  not  wel- 
come. He  is  necessary,  but  that  ne- 
cessity is  hateful  both  to  the  needy  and 
to  the  needed.  Education  of  an  ele- 
mental type  is  the  only  road  out  of  his 
plight  but  he  does  not  know  his  need 
of  it  and  his  industrial  foster  nation 
has  not  perceived  clearly  that  he  must 
have  it.  Life  has  compelled  him  into 
standards  of  living  which  are  a  menace 
to  any  environment.  He  is  powerless 
to  alter  them  alone;  his  employer  is 
too  harassed  by  the  acute  problems 
attendant  upon  the  successful  issue  of 
a  new  project  like  the  introduction  of 
cotton  in  a  new  country  to  give  accu- 
rate attention  to  him  or  his  troubles. 
Between  the  upper  millstone  of  an  en- 
grossed employer  and  the  nether  mill- 
stone of  a  community  that  sees  its 
social  integrity  threatened  is  ground 
the  feckless  human  atom. 

Neither  this  imskilled  laborer  nor 
any  other  adult  alien  can  be  fitted  into 
any  scheme  of  education  by  teachers 
who  lack  both  training  and  tempera- 
ment for  the  stupendous  task.  To 
build  a  corps  of  workers  who  have 
some  notion  of  the  technique  of  the 
business,  general  courses  in  immigra- 
tion biive  been  supplemented  by  spe- 


cial courses  in  the  University  of  South- 
em  California  and  the  Southern 
Branch  of  the  University  of  Califor- 
nia. The  cumulative  product  of  such 
training  in  the  half  decade  since  the 
supervisor  of  immigrant  education 
gave  the  first  course  in  inunigrant  edu- 
cation in  what  was  then  the  Normal 
School  is  an  incalculable  good  not  only 
in  its  eflFect  directly  on  all  the  con- 
scious processes  of  the  integration  of 
the  immigrant  but  also  in  its  indirect 
relation  to  the  liberalizing  of  all  educa- 
tional activities.  So  far  as  is  possible 
in  a  city  system  the  teachers  have  been 
selected  for  their  personal  fitness  for 
their  particular  piece  of  work.  They 
form  a  distinct  group  oC  marked  type 
and  quality.  To  them,  as  a  matter  of 
course,  is  the  rather  unusual  result 
due. 

Such  teachers  find,  naturally,  the 
available  textbooks  and  other  teaching 
materials  hopelessly  inadequate  for 
even  the  simplest  of  the  multiplicity  of 
needs.  Singly  and  in  conferences  and 
committees  they  developed  no  less 
than  fifty  separate  distinctly  excellent 
sets  of  lessons  in  different  phases  of 
English  alone.  Charts,  flash  cards, 
display  devices,  leaflets,  drill  materials 
for  illiterate  American  groups,  have 
been  evolved,  usually  out  of  their  own 
resources  and  at  moments  when  they 
should  have  been  pla3ring. 

As  a  result  of  this  condition  the  de- 
partment has  found  itself  at  every 
step  of  the  work — ^but  especially  in  be- 
ginning English — under  a  heavy  load 
of  obligation  to  the  Director  of  the 
Elementary  School  Library  and  to  her 
staff  of  assistants.  Out  of  an  already 
limited  library  space  a  workroom  for 
teachers  of  adult  classes  has  been 
given  over.  With  meager  f aciUties  and 
a  ridiculously  snudl  expenditure  of 
money,  the  committee  of  teachers  and 
principals  in  charge  of  the  workroom 
has  organized  under  the  libr^ri^'^  ^- 
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pert  diiection  an  oiderly  housing  for 
an  inchoate  mass  of  experimental 
teaching  equ^>ment.  The  workroom 
rapidly  became  an  informal  conference 
center  which  contributed  immeasurably 
to  the  growth  of  the  individuals  using  it. 

The  ^rpe  of  assistance  rendered  by 
the  Ubrarians  is  indicative:  1.  Advis- 
ing teachers  in  their  choice  of  text 
and  reference  books.  2.  Recommend- 
ing devices  for  housing  materials  in 
class  rooms  and  cottages.  S.  Instruct- 
ing committees  and  conferences  of 
teadiers  in  expert  method  of  mounting, 
filing,  indexing  and  preserving  un- 
bound teaching  paraphernalia.  4.  Pro- 
viding for  the  circulation  of  charts 
and  similar  devices  on  the  same  basis 
as  books  and  pamphlets.  5.  Actually 
contributing  a  large  part  of  the  picture 
material  and  discarded  books  for  leaf- 
lets. 6.  Guiding  the  prof essional  read- 
ing of  teachers  by  providing  in  easily 
available  form  current  pamphlets, 
bibliographies  and  monographs  not 
otherwise  readily  accessible.  In  a  re- 
actionary school  system  there  is  no 
place  for  such  service. 

This  modem  point  of  view  and  its 
simpUcity  of  procedure  is  an  important 
factor  not  only  in  the  rehabilitation  of 
the  night  school  but  also  in  the  growth 
of  work  with  foreign  women — ^indus- 
trial workers  and  housemothers.  The 
foreign  woman,  along  with  her  humble 
spouse,  has  been  the  subject  of  a 
belectured  sympathy  almost  maudlin; 
in  her  name  executive  committees  and 
Americanization  funds  have  been  or- 
ganized— funds  expended  in  the  main- 
tenance of  el^ant  offices,  in  large 
sunounts  for  travelling  and  other  admin- 
istrative details — funds  which  should 
be  expended  directly  on  the  simple 
approaches  nearest  to  her  interest. 

One  such  means  of  approach  is  the 
**  cottage."  The  comparatively  splen- 
<iid  and  inmiense  school  houses  have 
proved  to  be  overwhelmingly  alien  to 


the  great  majority  of  foreign  neighbor- 
hoods. The  housemothers  especially 
must  be  very  gradually  drawn  to  them 
or  any  other  imposing  place.  So  they 
have  been  attracted  in  groups  first  to 
modest,  often  dingy,  Uttle  rooms  or 
houses  where  they  learn  slowly  to 
come  out  from  the  shell  of  shyness  or 
fear  or  distrust  or  loneliness.  School 
authorities  have  not  yet  found  a 
method  of  recording  these  slow  awak- 
enings to  a  comprehension  of  the  really 
neighborly  intent  (despite  all  the  evi- 
dence to  the  contrary)  of  the  great 
bulk  of  our  native  groups  toward  their 
foreign  neighbors.  School  registers  can 
show  at  best  only  the  tabulations  of 
names  of  the  persons  who  have  learned 
to  laugh  and  play  with  their  neighbors 
in  these  small,  intimate,  unforbidding 
gatherings,  yet  this  utterly  simple 
thing  is  the  heart  of  all  assimilative 
processes. 

These  tiny  units  of  social  aggrega- 
tion are  the  electrons  of  all  permanent 
community  organization.  This  prac- 
tice is,  of  course,  at  the  opposite  pole 
from  the  theory  that  conmiunity  coim- 
cils  or  other  forms  of  group  expression 
are  developed  by  plastering  a  leader 
and  a  machinery  of  organization  onto 
a  district  from  the  outside, — ^from  the 
national  capital,  for  example,  or  the 
national  metropolis,  or  from  the  state 
capital.  These  tiny  groups  are  first  led 
by  the  slowest,  simplest  possible  steps 
to  a  self-realization  and  a  self-confi- 
dence; then  they  are  led  to  join  them- 
selves— ^this  also  slowly  and  simply — 
to  other  similar  neighboring  social 
nucleii.  The  conmion  meeting-place  of 
several  cottage  groups  is,  in  one  in- 
stance, a  library;  in  another  case,  it  is 
the  school  house;  in  yet  another  it  is  a 
vacant  store  building.  It  is  superflu- 
ous, perhaps,  to  say  that  these  rather 
delicate  and  rare  plants  can  hardly 
be  grown  in  an  old-fashioned  school 
system  and  by  old-fashioned  school- 
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teachers  who  believe  that  public  school 
conventions  and  traditions  and  school 
district  boundary  lines  were  fixed  at 
the  beginning  of  time  to  last  unaltered 
through  the  life  of  the  race. 

In  and  out  through  this  network  of 
integration  and  assimilation,  the  home 
teacher  weaves  a  thread  of  vital  and 
personal  contacts.    She  perhaps  more 


than  any  other  one  agency  ties  the 
homes  of  the  neighborhood  not  only  to 
the  school  and  to  each  other  but  also 
to  all  the  general  civic  and  social  agen- 
cies which  those  homes  need.  Like 
the  function  of  the  rehabilitated  night 
school,  like  the  growth  of  the  cottage 
groups,  her  work  is  humanly  simple 
because  it  is  simply  human. 


The  Education  of  the  IlHterate  Immigrant 

By  Thomas  E.  Finegan,  LL.D. 

Superintendent  of  Public  Instruction  and  President  of  State  Board  of  Education  of  Pennsylvania 

AMERICA  is  now  reaping  the 
results  of  her  failure  to  adopt  a 
sound  policy  in  dealing  with  the  illit- 
erate immigrant  who  has  been  wel- 
comed to  our  shores  for  more  than  a 
century.  Prom  the  beginning  of  our 
national  life  until  1882  there  was  no 
restriction  whatever  upon  immigration 
into  this  country.  Our  doors  were 
thrown  wide  open  to  all  who  desired  to 
come.  Through  the  enactment  of  a 
federal  law  in  1882,  the  Government 
undertook  to  establish  a  poUcy  of 
selective  immigration.  This  law  had 
been  greatly  strengthened  by  enlarging 
the  list  of  those  denied  the  right  of 
admission  to  the  United  States  imtil 
that  list  included  convicts,  limatics, 
idiots,  those  liable  to  become  a  public 
charge,  contract  laborers,  persons  suf- 
fering from  a  loathsome  or  contagious 
disease,  polygamists,  anarchists  and 
prostitutes. 

The  subject  of  immigration  has  been 
one  of  extensive  Congressional  investi- 
gation. President"  Roosevelt  pre- 
sented the  subject  to  Congress  in  broad, 
comprehensive  messages,  and  laid  down 
the  general  proposition  that  our  immi- 
gration laws  should  be  amended  in  a 
way  that  would  enable  the  Government 
"to  keep  out  all  immigrants  who  will 
not   make   good  American  citizens." 


In  1897  the  immigration  laws  were 
vitally  amended,  the  excluded  classes 
were  definitely  described,  and  the 
authority  and  power  of  the  Govern- 
ment officials  deaUng  with  immigration 
were  materially  enlarged.  Notwith- 
standing all  these  eflForts  of  the  (Jovem- 
ment  to  restrict  immigration,  the  num- 
ber of  immigrants  coming  into  this 
country  increased  at  a  rapid  rate,  and 
in  1914  the  number  who  came  to 
America  was  1,218,480. 

There  has,  of  course,  been  a  con- 
stant increase  in  the  number  of  illiter- 
ates among  these  newcomers  until  the 
number  has  assumed  proportions  which 
have  proved  a  menace  to  the  social, 
economic  and  poUtical  interests  of  the 
nation.  During  the  year  preceding  the 
outbreak  of  the  war,  the  number  of 
iUiterates  increased  in  eighteen  of  the 
leading  states  of  the  country,  including 
Massachusetts,  New^York,  New  Jersey, 
Connecticut,  Illinois,  California  and 
Pennsylvania.  An  investigation  by 
the  State  Superintendent  of  Prisons  in 
the  state  of  New  York  in  1914  showed 
that  one-third  of  all  the  prisoners  in 
the  state  prisons  were  aliens,  and  that 
one-half  of  these  aUens,  or  one-sixth 
of  all  the  prisoners  in  the  state,  were 
not  able  to  read  and  write.  The  cen- 
sus of  1920  shows  that  the  approtimate 
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number  of  adult  illiterates  in  this 
country  is  7,000,000.  The  number 
would  undoubtedly  have  been  much 
greater  had  there  not  been  a  suspension 
of  immigration  during  the  period  of  the 
war. 

The  statement  is  made  by  reliable 
authority  that  one-fourth  of  the 
young  men  within  the  draft  ages  in  the 
recent  war  did  not  possess  sufficient 
education  to  interpret  properly  the 
orders  from  their  superiors  and  were 
thus  unprepared  to  become  efficient 
soldiers.  If  a  young  man,  because  of 
lack  of  the  fundamentals  of  an  educa- 
tion in  English,  is  disqualified  to  dis- 
charge his  duties  as  a  soldier  in  times 
of  war,  is  he  not  also  for  the  same  rea- 
son disqualified  to  perform  his  obliga- 
tion in  the  civil  a£Fairs  of  citizenship  in 
times  of  peace?  Can  an  uneducated 
man  be  more  effective  in  civil  affairs 
than  he  can  be  in  military  affairs? 
Should  we  not  as  a  nation  in  times  of 
peace  prescribe  intellectual  standards 
of  citizenship  which  are  the  equal  of 
such  standards  prescribed  for  soldiers 
in  times  of  war? 

Students  of  social  and  political 
problems  have  anticipated  the  embar- 
rassment which  was  bound  to  come  to 
this  country  through  the  admission  of 
these  illiterate  immigrants  without  a 
definite  policy  requiring  them  to  meet 
educational  standards  after  entering 
the  country.  For  some  years  those 
giving  this  subject  careful  thought  have 
advocated  a  literacy  test.  Senator 
Lodge  introduced  in  1896,  twenty-six 
years  ago,  an  immigration  bill  con- 
taining a  literacy  test.  This  measure 
proposed  the  exclusion  of  all  persons 
between  fourteen  and  sixty  "who  can 
not  read  and  write  the  English  lan- 
guage or  some  other  language."  The 
Lodge  measure  passed  Congress  in 
modified  form,  but  was  vetoed  by 
President  Cleveland.  In  his  veto  mes- 
sage, the  President  clearly  stated  his 


opposition  to  a  literacy  test.  President 
Tait  vetoed  a  similar  measure  in  191S, 
and  President  Wilson  vetoed  one  in 
1915  and  again  in  1917.  Congress 
passed  the  1917  measure  over  the  veto 
of  the  President,  and  the  provisions  of 
this  Act  became  effective  on  May  1, 
1917. 

Under  the  terms  of  this  law,  all 
aliens  are  to  be  excluded  who  are 
over  sixteen  years  of  age,  who  are 
physically  capable  of  reading  but  who 
can  not  read.  This  law  exacts  that  a 
test  shall  be  given  each  alien  before 
being  admitted,  and  that  such  alien 
must  be  required  to  read  "not  less  than 
thirty  or  more  than  eighty  words  in 
ordinary  use."  The  law  does  not 
exact  that  the  alien  shall  be  able  to 
read  English.  The  law  is  satisfied  if 
the  alien  reads  in  English  or  some  other 
language  or  dialect.  The  law  further- 
more exempts  those  from  this  test  who 
seek  admission  because  of  religious 
persecution  and  certain  others  who  are 
relatives  of  American  citizens  or  of 
admissible  aliens.  Data  is  not  avail- 
able to  show  the  number  of  aliens 
denied  admission  as  a  result  of  the 
operation  of  this  law,  but  our  general 
knowledge  of  the  subject  warrants  the 
prediction  that  the  literacy  test  pre- 
scribed under  this  Congressional  Act 
will  prove  a  feeble  defence  against  the 
continued  admission  of  illiterates. 

In  all  the  discussion  which  has  taken 
place  upon  this  subject,  there  has  been 
a  common  agreement  that  the  initial 
step  necessary  to  dissipate  the  pend- 
ing evils  in  this  subject  is  to  teach^these 
illiterates  to  speak  and  write  the  Eng- 
lish language.  These  people  can  not 
become -happy,  contented,  useful  citi- 
zens until  they  are  able  to  express  their 
needs,  desires  and  thoughts  in  the 
common  language  of  the  country. 
They  must  also  become  interested  in 
and  able  to  inform  themselves  upon 
the  social,  industrial  and  political  ques- 
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tions  which  are  fundamental  to  the 
progress  and  prosperity  of  a  democ- 
racy. We  are  therefore  confronted 
witJi  the  problem  of  giving  instruction 
to  a  vast  army  of  7,000,000  illiterate 
adults  in  the  fundamentals  of  an  Eng- 
lish education.  The  question  there- 
fore naturally  arises,  upon  whom  does 
the  obligation  rest  of  assuming  the 
burden  and  responsibility  of  providing 
educational  facilities  for  this  great 
body  of  illiterates? 

All  questions  related  to  and  growing 
out  of  the  immigration  problem  are 
national.  The  national  Government 
controls  every  phase  of  the  immigra- 
tion question.  It  determines  what 
aliens  may  be  admitted  to  this  country, 
the  conditions  upon  which  they  may 
be  admitted,  and  it  also  prescribes  the 
basis  upon  which  they  may  be  natural- 
ized and  admitted  to  American  citi- 
zenship. The  whole  problem  of  adult 
illiterates  is  therefore  a  national  and 
not  a  state  problem.  The  Govern- 
ment should  therefore  recognize  the 
necessity  of  attacking  this  problem 
without  further  delay,  and  should 
enact  such  laws  and  provide  such 
funds  as  are  necessary  to  construct  an 
organization  and  execute  a  plan  which 
shall,  within  a  reasonable  period  of 
time,  wipe  out  adult  illiteracy  in  this 
coimtry.  There  should  be  immediate 
action  without  further  delay  or  com- 
promise in  dealing  with  this  problem. 

Had  Congress  responded  to  the 
call  of  President  Grant  one-half  cen- 
tury ago,  and  adopted  the  poUcy 
which  he  recommended,  we  should 
have  no  problem  in  adult  illiteracy  in 
this  country  today.  Grant's  vision  en- 
abled him  to  see  the  evils  which  would 
accumulate  under  the  policy  of  the 
Nation  admitting  to  its  shores  from 
year  to  year  a  large  body  of  adult 
illiterates.  Grant  saw  the  wisdom  of 
insisting  that  all  foreigners,  literate  as 
well  as  illiterate,  who  came  to  this 


country  should  be  trdned  to  acquire 
a  usable  knowledge  of  the  English 
language.  His  recommendation  to 
Congress  was  as  follows: 

The  compulsory  support  of  free  school 
and  the  disfranchisement  of  all  who  can 
not  read  and  write  the  Ebglish  language, 
after  a  fixed  probation,  would  meet  my 
hearty  approval.  Foreigners  coming  to 
this  country,  who  are  educated  in  their 
own  language,  should  acquire  the  requisite 
knowledge  of  ours  during  the  necessary 
residence  to  obtain  naturalization. 

There  is  reason  to  believe  that  the 
national  Government  will  provide  f  imds 
within  the  next  year  to  aid  the  states 
in  the  accomplishment  of  this  work. 
The  situation  is  one  of  such  peril  to  the 
social  and  economic  interests  of  each 
state  that  the  several  states  should, 
in  my  judgment,  adopt  a  definite 
policy  in  dealing  with  this  subject. 
Each  state  should  enter  upon  a  specific 
and  definite  program  contemplating 
tl^e  teaching  of  every  person  witliin  her 
borders  to  read  and  write  in  En^ish 
who  can  not  at  the  present  time  read 
and  write  such  language.  The  prob- 
lem should  be  approached  in  a  serious 
and  earnest  way  and  under  a  plan 
which  contemplates  that  within  a 
definite  period  of  time,  from  five  to 
ten  years,  for  instance,  adult  illiteracy 
shall  be  practically  eliminated. 

We  make  the  error  of  thinking  that 
adult  illiterates  are  to  be  found  only  in 
the  great  industrial  centers  where  our 
foreign  population  generally  resides. 
A  careful  analysis  of  the  distribution  of 
illiterates  in  the  states  where  the  great- 
est numbers  are  to  be  f  oimd  will  show 
that  such  illiterates  are  spreading  into 
all  parts  of  such  states.  For  instance, 
there  is  not  a  coimty  in  the  state  of 
Pennsylvania  in  which  illiterates  are 
not  to  be  found.  The  following  table 
gives  the  population  of  each  coimty  in 
Pennsylvania  and  the  number  of 
illiterates : 
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Cauniy 

PapulaHon 

lUiteraUs 

Adams 

84,588 

447 

Allegheny 

1,184,882 

62,185 

Annstroiig 

75,568 

8,260 

Beaver 

111,621 

7,076 

BedfOTd 

88,277 

1,058 

B^ks 

200.854 

5,855 

BUir 

128,884 

8,191 

Bradfora 

52,157 

966 

Budcs 

82,476 

2,800 

BuUer 

77,270 

2,207 

Cambria 

197,889 

18,266 

Cameron 

6,297 

169 

Carbon 

62,565 

6,405 

Centre 

44,804 

1,057 

Chester 

115,120 

5,128 

Clarion 

86,170 

607 

Ckttrfield 

108,286 

4,066 

Clinton 

99,565 

780 

Columbia 

48,349 

1,216 

Crawford 

60,667 

976 

Cumberland 

58,578 

*    765 

Dauphin 

158,116 

5,821 

Delaware 

178,084 

8,104 

Elk 

84,981 

1,167 

Erie 

158,586 

6,585 

Fayette 

188,104 

15,142 

Forest 

7,477 

179 

Franklin 

62,275 

895 

Fulton 

9,617 

184 

Greene 

80,894 

1,212 

Huntingdon 

89,848 

1,409 

81,111 

4,832 

Jefferson 

62,104 

2.844 

Juniata 

14,464 

159 

Lackawanna 

286,811 

22.015 

lAncnster 

178,797 

2.245 

Lawrence 

85,545 

5.416 

Lebanon 

68,152 

1,752 

Lehigh 

148,101 

5,859 

Lmme 

891,001 

88,877 

Lycoming 

88,100 

1,418 

McKean 

48,934 

1,056 

Jnetcer 

94,788 

5,996 

Mifflin 

81,489 

646 

Monroe 

24,295 

582 

Montgomery 

199,810 

7,525 

Mbntour 

14,080 

686 

Northampton 

158,506 

11,841 

Northumberland 

122,079 

5,143 

Perry 

22,875 

328 

PhOaddphia 

1,828,158 

79,125 

Pike 

6,818 

127 

Potter 

21,089 

460 

ScfauyUdO 

217,754 

15,094 

Snyder 

17,129 

322 

Somerset 

82.112 

4,599 

Sullivan 

9,520 

378 

Susquehanna 

84,768 

927 

Tioga 

37,118 

855 

Union 

15,850 

230 

Venango 

59,184 

1,962 

Warren 

39,992 

1,278 

Washington 

189,000 

13,368 

Wayne 

27,435 

875 

Westmoreland 

273,568 

19,388 

Wyoming 

14,101 

235 

York 

144,521 

2,291 

The  reason  that  eflforts  thus  far 
made  have  not  been  attended  with 
greater  success  is  due  in  large  measure 
to  the  failure  to  proceed,  in  dealing 
with  the  question,  on  a  sound,  rational 
plan.  School  authorities,  many  chari- 
table, philanthropic,  religious  and  civic 
associations  in  the  various  cities  of  the 
several  states  have  done  much  toward 
developing  a  strong  sentiment  to  sup- 
port the  movement  to  bring  all  illit- 
erates within  the  influence  of  educa- 
tional facilities.  These  interests,  how- 
ever, have  not  been  working  on  a 
definite,  coordinated  plan,  and  in  many 
cases  their  activities  have  not  only 
overlapped  but  there  has  been  a  lack 
of  harmonious  action  essential  to  any 
plan  which  may  be  made  successful. 

The  plan  to  provide  educational 
facilities  for  several  hundred  thousand 
adult  illiterates  in  a  state  must  be 
approached  from  a  standpoint  similar 
to  that  by  which  we  provide  educa- 
tional facilities  for  children.  We 
should  have  a  census  which  gives  the 
names,  addresses  and  nationality  of 
every  illiterate.  Each  state  should 
be  divided  into  zones.  The  size  of  the 
zone  should  be  determined  by  popula- 
tion and  geographic  conditions.  A 
director  should  be  placed  in  charge  of 
each  zone.  He  should  have  in  his 
possession  a  census  of  the  illiterates 
within  his  territory.  He  should  be 
the  coordinating  power  in  that  zone. 
A  citizens'  committee  should  be  organ- 
ized under  his  direction.  The  school 
authorities,  the  large  industrial  estab- 
lishments, the  civic  organizations, 
labor  organizations,  agricultural  organ- 
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izations,  all  of  the  various  religious 
organizations  and  the  press  should  be 
represented  on  that  citizens'  commit- 
tee. 

The  entire  work  must,  of  course,  be 
undertaken  upon  a  purely  non-partisan 
and  non-sectarian  basis.  It  should  be 
upon  such  a  straightforward,  sound, 
American  plan  as  to  win  the  cordial 
cooperation  of  every  interest  in  the 
community.  The  dh-ector  of  the  zone 
should  assign  to  each  of  these  interests 
a  specific  and  definite  line  of  wq]rk. 
The  machinery  of  the  public  school 
system  already  in  existence  should  be 
utilized  so  far  as  may  be  possible. 
Day  classes  and  evening  classes  should 
be  organized  in  these  schools.  The 
instruction  should  be  adapted  to  the 
needs  of  women  as  well  as  men. 
Schools  should  also  be  organized  in 
industrial  plants,  and  in  many  cases 
it  will  be  foimd  desirable  to  organize 
them  in  certain  homes  for  the  benefit 
of  women.  In  other  words,  bring  the 
illiterate  to  the  schoolhouse  whenever 
possible,  and  when  that  is  not  possible, 
take  the  schoolhouse  to  him  by  organiz- 
ing a  class  where  it  will  be  possible  to 
reach  him. 

A  definite  record  should  be  made  of 
every  newcomer  into  the  country  who 
can  not  read  and  write  the  English 
language,  and  the  name  and  address  of 
such  person  should  be  placed  in  the 
possession  of  the  zone  director.  This 
information  may  be  made  available 
at  the  ports  of  entry  where  immigration 
bureaus  are  estabhshed.  There  should 
be  a  compulsory  statute  requiring  every 
new  immigrant  who  can  not  read  and 
write  English  to  receive  definite  daily 
instruction  until  such  immigrant  is  able 
intelligently  to  use  the  English  lan- 
guage in  the  transaction  of  his  affairs. 
This  compulsory  statute  should  be 
made  to  apply  at  least  to  all  illiterate 
minors  who  are  now  in  this  country. 
Theiremployment  in  industry  should  be 


conditioned  upon  their  receiving  daily 
instruction  in  the  use  of  English  imtil 
they  have  acquired  its  intelligent  use. 

Teachers  who  know  the  approach  to 
adult  aliens  must  be  employed  to  give 
instruction.  The  usual  successful 
teacher  in  the  elementary  or  secondary 
school  is  not  properly  equipped  to 
instruct  aliens.  Many  of  these  teach- 
ers, however,  are  qualified  for  this 
service  because  of  their  large  human 
sympathies,  their  maturity  and  their 
Imowledge  of  and  experience  in  social 
problems.  Many  others  may  be 
trained  to  render  desirable  service  in 
this  field.  Special  institutes,  summer 
courses,  extension  courses  in  normal 
schools,  colleges  and  universities  may 
be  organized  under  the  direction  of 
those  who  have  had  extensive  expe- 
rience in  teaching  aliens  and  by  these 
means  a  body  of  properly  trained 
teachers  may  be  provided. 

America  should  not  underestimate 
the  importance  of  this  problem  nor  the 
stupendous  task  which  she  faces  in  its 
proper  solution.  The  number  of  adult 
illiterates  is  equal  to'  approximately 
one-fourth  of  the  enrollment  of  all  the 
pubUc  schools  of  the  nation.  The 
great  majority  of  these  men  and  women 
are  capable  of  being  developed  into 
useful,  law-abiding  American  citizens. 
The  great  majority  of  them  desire  to 
become  such  citizens.  The  great  ma- 
jority of  them  also  are  here  because  of 
their  faith  in  the  ideals  of  America  and 
in  the  principles  of  human  justice 
which  they  believe  abide  in  this  free 
land.  America  should  meet  them  with 
a  sympathetic  attitude  and  with  a 
spirit  that  shall  leave  no  doubt  in  their 
minds  as  to  our  intent  and  purpose. 
If  approached  in  this  spirit,  they  may 
generally  be  shown  that  the  opportu- 
nities they  are  seeking  may  be  found 
and  that  the  best  approach  to  such 
opportunities  is  through  their  ability 
to   make    known   their    desires    and 
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to  transact  their  own  a£Fairs.  The 
treatment  accorded  them  must  give 
them  faith  in  America  and  Americans 
through  dealings  which  bring  them 
in  actual  contact  with  the  social  and 
business  life  of  the  community  in 
which  they  reside.  This  treatment  of 
all  aliens  on  our  part  is  essential  if 
America  is  to  succeed  in  attaining  the 
end  so  devoutly  desired,  which  was 


expressed  in  the  words  of  President 
Wilson  when  he  said: 

You  can  not  become  thorough  Americans 
if  you  think  of  yourselves  in  groups.  Amer- 
ica does  not  consist  of  groups.  A  man  who 
thinks  of  himself  as  belonging  to  a  partic- 
ular national  group  in  America  has  not  yet 
become  an  American.  .  .  .  America 
was  created  to  unite  mankind  by  those 
passions  which  lift. 


The  Political  Education  of  the  Immigrant 

By  Talcott  Williams,  LL.D. 

Director,  Emeritus,  School  of  Journalism,  Columbia  University,  New  York  City 


THE  prime  and  perpetual  difficulty 
in  the  politick  education  of  the 
immigrant  is  that  he  has,  if  an  adult, 
already  received  a  political  education, 
such  as  it  is,  upon  which  he  is  certain 
to  act.  You  can  not  do  much  in  the 
way  of  education  with  most  adults 
over  twenty,  except  development  in 
the  line  of  the  education  already  re- 
ceived. There  is  a  glib  notion  afloat — 
held  particularly  in  college  settlements, 
by  immigration  officers  and  those  who, 
having  handled  immigrants  by  the 
thousand  or  not  at  all,  feel  sure  that 
they  know  something  about  them — 
that  schooling  can  easily  be  given  the 
newcomer  after  he  arrives.  Schooling 
can  be  given,  but  the  immigrant  can 
not  be  schooled  except  as  the  very  best 
training  opens  his  mind.  Take  Carl 
Schurz:  if  there  ever  lived  a  man  who 
seemed  likely  to  become  a  full  Ameri- 
can, it  was  he.  He  learned  our  tongue. 
In  its  diction  and  in  its  supple  and 
effective  use,  he  surpassed  most  men  of 
note  on  the  platform.  He  sought  the 
fidd  for  his  adopted  land  in  war  and  he 
nobly  served  it  in  peace.  He  supported 
every  reform.  He  fought  with  the 
beasts  in  our  Ephesus,  the  Senate,  full 
of  men  given  to  getting  great  personal 
gaiiL     He  had  suffered  and  lost  for 


liberty  in  his  own  land.  Yet  when 
despotism  came  there,  in  Prussia  tri- 
umphant, it  had  his  heartiest  support. 
For  freedom  crushed  to  earth  in  the 
new-bom  French  RepubUc,  he  had 
neither  pity  nor  mercy.  The  American 
instinct  as  to  Europe,  always  for  self- 
government,  he  could  never  get.  He 
forgave  Bismarck  in  the  full  tide  of  his 
oppression  of  Poland.  He  accepted  the 
Kaiser — ^ate  and  swallowed  the  young 
Emperor  whole.  He  led  a  multitude  of 
Americans  astray  by  his  abject  admira- 
tion of  the  last  of  the  hereditary  Euro- 
pean despotisms.  Does  anyone  have 
the  sUghtest  doubt  that  if  Schurz  had 
been  alive  he  would  have  been  on  the 
side  of  Germany  in  August,  1914,  that 
he  would  have  been  opposed  to  having 
the  United  States  enter  the  Great  War, 
and  that  he  would  have  stood  an  ex- 
cellent chance  of  placing  himself  so 
far  in  the  wrong  that  retreat  would 
have  been  difficult  when  we  went  in? 
So  with  lesser  men,  most  of  all  with  men 
who  came  from  lands  recently  emanci- 
pated or  stUI  imder  dire  oppression. 

Even  the  sons  and  daughters  of  the 
immigrants  are  not  easy  to  educate 
poUtically.  I  was  in  contact  with  many 
of  them  when  the  shadow  of  war  drew 
near.    They  believed  themselves  to  be 
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Americans  in  their  heart  of  hearts; 
they  held  themselves  to  understand 
American  institutions,  to  know  the 
way  they  did  work  and,  above  all, 
the  way  they  should  work,  far  better 
than  those  whose  ancestors  had  made 
these  institutions  and  run  them  for 
three  hundreds  years.  They  all  had 
"  taken '\  courses  in  poUtical  science, 
but  many  of  those  who  had  taught 
them  were  little  interested  in  showing 
where  the  American  governing  mechan- 
ism had  worked  well,  and  how  much  it 
had  accomplished  for  the  nation  and 
for  the  worid.  These  teachers  were 
very  much  intere^«d  in  showing  how 
our  Constitution  should  have  been 
made  if  they  had  been  consulted  in 
time,  how  ill  it  had  worked  now  and 
how  much  improved  it  would  be  if  it 
could  be  re-drawn  by  a  Federal 
Constitutional  Convention,  made  up 
exclusively  of  professors  of  poUtical 
science.  This  was  great  fun  for  the  pro- 
fessor, but  it  was  not  particularly  suc- 
cessful in  imparting  any  practical  poUt- 
ical education  to  those  who  were  just 
one  generation  removed  from  the  bar- 
barism, the  darkness,  the  oppression, 
and,  above  aU,  the  low  moral  standards 
of  nearly  aU  of  Europe. 

I  found  when  war  drew  near  that 
the  teaching  in  poUtical  science  which 
young  men  and  women  had  received  in 
some  High  Schools  of  New  York  City 
had  done  nothing  to  acquaint  them 
with  the  supreme  claim  which  the  na- 
tion under  American  institutions  had  on 
the  citizen  when  war  comes  upon  the 
land  and  the  loyal  service  due  the 
majestic  might  and  embattled  wiU  of 
the  American  people  when,  through  its 
appointed  agents,  it  draws  the  sword 
and  mammon  departs  until  victory  is 
won.  Yet  when  the  caU  came,  these 
youth  nobly  responded.  None  saw  that 
inspiring  change  but  saw  anew  the  need 
of  poUtical  education  for  the  immigrant, 
the  certainty  that  the  second  genera- 


tion could  be  made  over  in  the  image 
of  the  true  America  and  that  this  could 
best  be  done  by  penetrating  the 
American  home  with  the  American  lan- 
guage. At  that  great  crisis,  how  great 
verse  stirred  youth. 

The  one  concrete  poUtical  education 
which  can  be  succ^sfuDy  and  effec- 
tively given  the  inunigrant  is  a  knowl- 
edge of  our  national  tongue:  the  capac- 
ity to  speak  the  language,  to  read  it, 
to  write  it  and  what  is  still  harder  to 
secure,  to  imderstand  it.  In  poUtical 
action  nothing  can  make  up  for  this 
loss.  Wherever  there  is  in  the  United 
States  a  group  of  people  who  have  not 
learned  English,  there  b  a  dead  spot 
and  a  non-conducting  point  in  the 
nation.  This  is  the  fi^t  and  most 
necessary  step  in  poUtical  education 
and  until  it  is  taken,  peril  environs  not 
only  the  immigrant  in  his  poUtical 
action,  but  the  nation  itself.  This  was 
true  in  the  Colonial  period;  it  remains 
true  to  this  day. 

Night  schoob  have  been  organized 
as  a  remedy.  For  the  self-sacrificing 
labor  of  the  teachers  in  these  schools, 
wherever  they  are,  I  have  profound 
respect  as  a  teacher,  and  deep  gratitude 
as  a  citizen.  I  know  no  place  where  so 
much  work  is  done  with  so  sincere  a 
desire  to  improve  the  citizenship  of  the 
United  States  as  in  these  night  schodb 
and  in  coUege  settlements.  The  diffi- 
culty is  that  attendance  on  both  is 
voluntary.  If  you  wiU  go  to  the  trouble 
in  regard  to  any  coUege  settlement  of 
finding  out  how  large  a  population  is 
within  its  radius  of  normal  action,  and 
how  smaU  a  share  visit  it,  you  will 
realize  that  the  coUege  settlement,  Uke 
the  mission  station  abroad,  unless 
those  who  work  in  it  are  singularly 
penetrating,  actuaUy  takes  hold  ot  the 
Uves  of  a  very  smaU  fraction  of  the 
conmiunity  with  which  it  deals.  The 
night  schools  of  our  cities  in  particular, 
in  spite  of  the  high  devotion  of  those 
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who  teach  in  them,  are  in  most  cases — 
in  nearly  all — ^poorly  equipped,  attend- 
ance is  iiregular  and,  after  the  first 
dash  of  enthusiasm,  the  work  is  slack 
exe^t  in  the  case  of  a  few  capable 
souls  who  overcome  all  obstacles. 
Massachusetts  has  taken  the  first  step 
which  looks  toward  compulsory  edu- 
cation in  these  schools.  In  the  end,  if 
we  are  really  to  educate  poKtically  our 
future  fellow  citizens,  the  learning  of 
American  must  be  made  compulsory. 
This  must  be  secured  by  compulsory 
attendance  and  the  schools  themselves 
must  be  placed  on  an  entirely  new 
basis.  The  one  great  advantage  which 
the  original  immigrants  to  the  United 
States  had  was  that  they  spoke 
English  to  begin  with. 

The  conscious  political  education  of 
the  immigrant  began  in  the  cabin  of 
the  Mayflower.  The  Jamestown  immi- 
grants had  discovered  that  it  was 
awkward,  expensive  and  insufficient 
to  be  governed  from  London.  New 
Amsterdam  immigrants  made  a  like 
discovery  as  to  old  Amsterdam's  super- 
vision. From  the  first  landing,  every 
Latin  immigrant  suffered  from  being 
governed  across  the  Atlantic.  Latin 
immigrants,  however,  postponed  action 
on  this  discovery  for  two  centuries  and 
they  are  still  paying  for  their  long  and 
disastrous  delay. 

On  the  Mayflower,  10£  immigrants 
faced  this  problem  before  they  landed. 
Half  of  them  were  adult  men.  They 
met  and  agreed  to  govern  themselves. 
To  use  an  Australian  phrase,  unfortu- 
nately less  popular  there  than  half  a 
century  ago,  "they  cut  the  painter." 
In  their  "compact,"  those  on  the  May- 
flower accepted  in  theory  the  rule  and 
authority  "of  our  dread  Soueraigne 
Lord  £jng  James";  but  only  as  a 
means  not  an  end,  as  presenting  a  sov- 
ereignty in  whose  name  they  could  act, 
but  their  action  was  to  be  their  own, 
free  from  control  and  direction.    They 


not  only  asserted  the  right  to  self- 
government,  they  exercised  the  right. 
They  hung  one  of  their  own  original 
members,  a  companion  of  the  May- 
flower, when  he  committed  murder, 
and  had  been  convicted  of  the  same 
by  a  jury  of  his  peers.  They  waited 
for  no  man  to  define  their  rights. 
They  assumed  them  and  acted  under 
them;  executed  them  and  enforced 
them.  They  covenanted  and  com- 
bined themselves  together  "into  a 
civill  body  politick."  By  "vertue 
hearof"  they  proposed  "to  anacte, 
constitute  and  frame  such  just  and 
equall  lawes,  ordinances,  acts,  consti- 
tutions and  offices  from  time  to  time 
as  shall  be  thought  most  meete  and 
convenient  for  ye  generall  good  of  ye 
Colonic." 

This  political  self-education  of  the 
immigrant  began  the  American  ideal, 
principle  and  practice  of  self-govern- 
ment. The  Plymouth  Compact  and 
Covenant  laid  the  foundation  of  that 
government  of  the  people,  by  the 
people  and  for  the  people  whose  last- 
ing triumph  was  recorded  in  theGettys- 
biu*g  address.  From  this  seed  sown  in 
the  cabin  of  the  Mayflower,  there  suc- 
ceeded step  by  step  all  that  came  after, 
until  the  Federal  Union  was  achieved. 
Each  colony  contributed  its  share  in 
turn,  but  the  first  conscious  training  in 
self-rule  began  in  Plymouth  as  the  self- 
conscious  act  of  the  Pilgrim. 

The  Pilgrim  was  able  to  achieve  this 
poUtical  self -education  because  he  was 
a  Man  of  the  Spirit.  The  little  band  of 
the  Mayflower  had  for  years  thought 
much  on  the  immediate  spiritual  rela- 
tions of  God  and  man.  TTiey  believed 
in  the  Father  of  Spirits  and  they  be- 
lieved all  His  created  spirits  were  equal 
under  him,  responsible,  sovereign,  self- 
governing.  Their  self-education  came 
from  what  they  were  and  not  from 
what  they  did.  The  failure  of  the  im- 
migrant in  self-government  is  due  not 
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to  what  is  about  him  of  neglect  and  the 
failure  of  others  to  enlighten,  educate 
and  train  him,  but  in  his  own  failure 
to  awake  to  his  own  spiritual  equality, 
liberty  and  sovereignty.  You  can  not 
make  good  this  lack  by  mere  stud- 
ies, lessons  and  courses  in  poUtical 
science.  The  majesty  of  the  state  must 
find  and  kindle  a  spiritual  majesty  in 
the  soul  of  every  citizen  or  the  state 
itself  will  rest  on  the  shifting  sands  of 
personal  desire,  personal  profits  and 
personal  ends  and  when  on  such  a  house 
the  rain  descends,  and  the  floods  come 
and  the  winds  blow  and  beat  upon  that 
house,  it  will  fall  and  great  will  be  the 
fall  thereof. 

This  was  as  true  in  the  days  of  thePil- 
grimsof  Plymouth  as  it  is  today.  They 
were  not  alone  in  himgering  and  thirst- 
ing in  the  wilderness  for  the  manna  of 
liberty  and  the  strong  meat  of  justice 
and  self-rule  through  law.  New  York 
and  Virginia  had  their  rebellions,  but 
while  Captain  Leisler  began  "for  the 
security  of  the  province"  he  ended  with 
"an  attempt  to  smuggle  in  wines,"  "did 
in  a  seditious  manner  stir  up  the  mean- 
est sort  of  the  inhabitants  and  had  the 
support  of  those  that  appeared  in  arms 
Drunk  and  cryed  out  they  disowned  all 
manner  of  government."  So  Mr. 
Bacon  of  Bacon's  Rebellion  in  Virginia 
was  "a  very  hard  drinker  and  it  is  re- 
ported that  he  dyed  by  imbibing  or 
taking  in  two  much  brandy."  There 
are  still  men,  even  on  Manhattan  Is- 
land, seeking  to  build  government  and 
carry  on  the  poUtical  education  of  the 
immigrant  by  a  like  policy  and  a  similar 
practice  continued  into  our  own  day. 

The  quietism  of  the  Friend  and  the 
pietism  of  the  Mennonite  in  Pennsyl- 
vania worked  evils  as  serious  in  the 
poUtical  education  of  the  immigrant. 
They  were  not  free  indeed  of  "imbib- 
ing or  taking  in  two  much  brandy"; 
but  the  passive  submission  of  the  Quak- 
er, his  readiness  to  bargain  each  year 


for  the  legislation  he  desired  and  the 
isolation  through  language  of  Dunker, 
Mennonite  and  even  Moravian,  left 
each  the  easy  prey  of  the  venal  legisla- 
tion and  boss  control  of  Pennsylvania. 
It  was  long  perpetuated  by  the  descend- 
ants of  immigrants  who  had  the  means 
and  the  readiness  to  buy  profitable 
legislation  of  corporate  advantage, 
aided  by  those  isolated  by  tongue  and 
come  ft'om  an  oppressive  tradition. 
These  conditions  steadily  improve  and 
have  already  lost  the  open  venal  char- 
acter of  the  past  as  education  brings 
one  tongue  and  one  poUtical  conscious- 
ness to  the  state.  An  ignorant,  immi- 
grant population  is  stiU  the  stay  of  the 
poUtical  machine.  The  vote  of  the 
"Pennsylvania  Dutch"  led  by  George 
Leib  first  began  the  poUtical  machine 
of  Pennsylvania  in  the  first  decade  of 
the  nineteenth  century  and  in  the 
same  decade  Tammany  began  on 
Manhattan  Island.  In  New  England, 
the  Pilgrim,  taught  by  his  twelve  years 
in  HoUand  began  the  general  education 
of  the  immigrant.  The  Hollander 
failed  to  profit  by  the  examples  of  his 
own  ancestry.  The  German  immi- 
grants from  the  Palatinate  and  the 
valley  of  the  Rhine  were  not  only  set 
apart  by  that  greatest  of  aU  obstacles 
to  the  education  of  the  immigrant,  a 
separate  tongue,  but  the  public  school- 
ing of  Pennsylvania  itself  was  late  and 
inferior.  The  negro  slave  who  fur- 
nished the  labor  of  the  South  was  cut 
oS  from  all  education  save  in  manual 
training.  The  failure  to  educate  this 
immigrant  in  any  way  and  his  depriva- 
tion of  personal  rights  and  personal 
Uberty  by  a  strained  legal  decision — 
the  first  but  alas  not  the  last  to  use 
American  courts  to  narrow  general 
rights  instead  of  widening  or  defending 
them — ^laid  the  foundation  of  the  poUt- 
ical evils  of  the  South  today. 

The  fathers  ate  the  sour  gr{^>es  of 
ignorance,    oppression    and    spiritual 
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quiescency  and  the  children's  teeth 
were  set  on  edge.  All  the  evils  we  have 
today  from  the  lack  of  the  political 
education  of  the  immigrant  have  their 
seed  and  root  in  the  colonial  period 
just  as  the  best  of  our  history  today  is 
founded  on  the  spiritual  indq>endence 
of  the  Pilgrim  and  Puritan  in  New 
E^land  and  the  constitutional  inde- 
pendence of  the  Virginian. 

Each  race,  as  we  at  once  see,  in  the 
Colonial  period  brought  forth  the  fruit 
of  the  pohtical  education  of  the  immi- 
grant each  after  its  own  kind.  The  Pil- 
grim, the  Puritan,  the  various  types  of 
the  English  which  filled  New  England 
had  in  England  the  pohtical  education 
of  the  dissenters,  chiefly  Separatists 
and  Independents,  with  like  groups. 
Each  had  shared  the  struggle  for  two 
centuries  or  more  before  leaving  Eng- 
land of  the  trade  guild,  the  burgess,  the 
forty-shilling  free-holder  and  the  small 
landholder,  now  returning  to  his  own 
again  in  England.  This  background 
led  in  due  ordei  to  the  New  England 
town-meeting  and  the  General  Court — 
with  an  emphasis  on  the  General — and 
an  inheritance  of  the  political  opinion 
which  made  Cambridge  University  the 
home  of  causes,  still  Uving  in  America, 
and  Oxford,  the  home  of  causes  long 
lost  even  in  England.  Virginia  had  a 
larger  proportion  of  those  who  by  lin- 
eage, near  or  distant,  represented  the 
class  struggle  of  the  Baron  at  Runny- 
mede.  This  early  victory — at  the  very 
period  when  the  immigrants  to  New 
England  were  receiving  the  pohtical 
education  in  England  which  drove 
th^n  to  a  new  schooling  in  the  new 
world— shaped  in  1628  the  first  Bill  of 
Ri^ts(SCharlesI.c.  1).  This  broad- 
ened in  sixty  years  to  the  enactment  of 
1689  (I  WiUiam  &  Mary,  sess.  2  c. 
£).  Exactly  as  the  impulse  to  self- 
rule  gave  the  Pilgrim  Covenant,  so  the 
historic  Bill  of  Rights  which  has 
eclipsed  the  earUer  statute  of  Charles 
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laid  the  foundations  of  our  American 
Constitutional  restrictions  on  arbitrary 
power  as  first  built  upon  by  Virginians 
in  our  Constitution. 

The  pohtical  education  of  the  early 
American  immigrants  in  the  seven- 
teenth century  went  on  apace  in  the 
eighteenth  century  because  of  their 
,  early  training  for  four  centuries  from 
1215.  The  German  immigration  to 
Pennsylvania,  made  up  in  a  distress- 
ingly large  fraction  of  those  adacrvpti 
glebaCf  had  no  such  hinterland  and  re- 
mains docile  and  submissive.  The 
Dutch  immigration  had  a  like  stabihty 
and  is  well  illustrated  in  the  century 
long  Democratic  allegiance  of  a  tract 
like  Schoharie  County.  From  this 
tract,  Dutch  Schoharie,  Albany,  Rens- 
salaer  and  Columbia  Counties,  came 
Van  Buren  to  form  as  a  leader  the 
connecting  link  between  the  early 
Dutch  democracy  of  New  Y^ork  State 
and  the  Irish  democracy  which  has  so 
often  dominated  the  last  century  of 
New  York  State  democracy. 

The  Irish»  when  they  came  to  this 
country,  driven  out  by  the  potato 
famine,  were  at  the  clan  or  tribal  stage 
of  development  and  they  organized 
New  York  City  on  a  tribal  basis.  In 
six  years,  1847-1852,  over  1,000,000 
Irish  came  to  the  United  States. 
When  I  was  exploring  as  a  young  re- 
porter, twenty-five  years  later,  the 
pohtical  jungle  of  New  York  City,  I  was 
struck  at  the  resemblance  between 
the  pohtical  organization  of  Tammany 
and  the  tribal  conditions  I  had  seen  as 
a  boy  in  Kurdistan  and  the  Arab 
marches  of  Mesopotamia.  The  chiefs 
were  much  alike,  often  able  and  al- 
ways heavy-handed.  There  were  the 
same  uncertain  and  hostile  boundaries 
between  tribes.  "Better  not  say  you 
have  been  here,  my  boy,"  was  one 
kindly  warning,  "or  the  Far-downers 
in  the  next  ward  may  put  a  head  on 
you."     A  predatory  atmosphere  was 
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all  about.  There  were  groups  of  tene- 
ments all  of  whose  inmates  came  from 
some  one  district  in  Ireland  and  feuds 
that  went  back  to  the  Norman  Pale 
were  preserved.  Irish  was  still  heard. 
Tammany  educated  the  Irish  vote,  but 
it  was  tribal  Ireland  which  reorganized 
on  a  tribal  basis  the  secret  society  Burr 
organized  and  Van  Buren  used. 

The  next  immigration  was  the  Ger- 
man vote — 1848 +  ,  docile  by  nature, 
however  republican  in  inspiration  and 
their  political  organization  turned  on 
vereins  and  bunds  innumerable  which 
half  a  century  later  reorganized  in  a 
nation-wide  federation  so  as  to  aid 
German  despotism  and  have  a  Hohen- 
zoUem  at  its  head  in  Prince  Henry. 
The  Italian  immigration  drawn  in 
large  part  from  the  two  Sicilies,  one  of 
the  most  murder-infected  areas  in 
Europe,  was  followed  by  a  rapid  in- 
crease in  the  miu*der  rate  of  New  York 
City.  Educated  by  the  Mafia  at  home, 
the  Black  Hand  grew  as  the  Italian 
immigration  increased.  With  little  and 
late  tradition  of  voting  in  his  early 
home  before  1870,  the  Italian  needed 
time  to  be  educated  to  the  ballot. 

Slav  and  Magyar  had  not  even 
shared  the  traditions  of  Rome  and 
knew  no  Roman  institutions  until  the 
sixth  or  seventh  century.  They  were 
still  farther  removed  from  democratic 
institutions.  They  had  never  in  their 
whole  descent  been,  in  any  proper 
sense  of  the  word,  self-governing,  save 
through  an  upper  class.  The  Jews  who 
came  here  knew  little  of  civil  organiza- 
tion except  in  that  admirable  school  of 
self-sacrifice  and  self-rule,  the  Syna- 
gogue. This  was  far  more  of  self- 
government  than  had  the  Slavs  of 
Central  Eiu*ope  about  them  or  any 
Christians  in  the  East  of  either  the 
Latin  or  the  Greek  rite. 

Exactly  as  the  first  advantage  in  the 
political  education  of  the  seventeenth 
century  immigrant  lay  in  the  political 


estate  which  was  probated  in  the 
cabin  of  the  Majrflower  as  the  heritage 
of  105,000,000  today,  so  the  past  polit- 
ical education  of  the  great  mass  of  the 
immigrants  of  the  twentieth  century 
is  the  great  obstacle  to  their  political 
education  now.  With  each  successive 
wave  of  immigration  we  receive  those 
who  are  less  and  less  educated  in  any 
knowledge  or  experience  of  self-govern- 
ment. This  is  the  full,  convincing  and 
sufficient  reason  why  we  must  address 
ourselves  to  the  exclusion  of  the  illit- 
erate and  provide  for  the  compidsory 
education  in  political  knowledge  of 
those  who  come  in  the  future. 

This  compulsory  education  can  not 
at  best  be  more  than  a  way  prepared, 
by  which  the  immigrant  will  be  able  to 
rise  to  the  apprehension  of  the  true 
America  to  which  he  has  come — an 
America  of  standards  of  living  as  well 
as  of  principles  of  liberty;  a  land  which 
in  nearly  all  its  states,  save  a  few  in  the 
South,  and  in  all  its  national  feeling, 
regards  the  education  of  the  child  a3 
more  important  than  the  work  of  the 
child  in  supporting  its  parents;  a  coun- 
try which  has  in  its  constitution  pro- 
vided for  the  consideration  of  any 
change  which  anyone  proposes  in  the 
fimdamental  law  and  by  consequence 
in  the  statutes  and  administration  of 
the  Republic,  provided  these  changes 
are  sought  by  peacefid  means  and,  at 
last,  receive  iJie  approval,  by  vote,  of  a 
majority  of  Americans. 

These  fundamental  concepts  of  social 
and  political  progress  are  not  nearly  as 
fully  comprehended  as  they  should  be 
by  those  who  are  bom  in  the  United 
States  and  educated  in  its  schools. 
They  can  never  be  acquired  by  the 
immigrant  unless  the  immigrant  has 
mastered  the  language  of  the  United 
States.  He  can  not  be  at  home  in  this 
country,  neither  can  he  /understand  it 
so  loi^  as  he  reads  only  newspapers 
and  books  in  a  language  not  American. 
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His  ideas  and  education  will  always  be 
non-American  and  too  often  anti- 
American,  if  he  reads  only  a  foreign 
press,  however  sincerely  its  edijtors  may 
desire  it  to  be  patriotic  and  American. 
The  language  bar  will  be  the  most  seri- 
ous difficulty  in  learning  his  new  home. 
He  will  accept  orders  from  above 
which  make  him  the  ready  prey  of  the 
political  machine  because  he  has  been 
schooled  to  obedience  in  the  land  of  his 
birth.  The  newspaper  in  his  own 
language  he  needs  for  many  reasons; 
but  American  he  will  not  be  until  he 
speaks  American.  Here  his  effective 
political  education  must  begin.  This 
will  enable  him  to  seciu^  the  American 
view  of  the  household  which  does  not 
look  to  the  support  of  the  family  by 
the  children  as  soon  as  they  can  work. 
Yet  when  the  law  shifts  the  year  at 
which  they  can  work  to  fourteen,  the 
immigrant  in  a  large  number  of  cases 
still  continues  to  demand  the  labor  of 
the  child  after  that  date.  This  is  also 
true  of  many  American  families,  par- 
ticularly in  rural  tracts  where  the  high 
school  is  distant  and  the  labor  of  the 
farm  calls  for  the  child.  Both  groups 
are  wrong,  but  work  begun  at  fourteen 
by  the  child  of  the  immigrant  in  the 
city,  in  the  factory  village  or  in  the 
swarming  dwellings  of  an  iron  and  steel 
plant  b,  for  obvious  reasons,  a  more 
serious  peril  to  the  full  Americaniza- 
tion of  the  child  than  labor  on  a  farm, 
north  or  south,  east  or  west. 

The  child  of  foreign  parents  suffers 
the  more,  first  and  chiefly,  because  the 
unconscious  training  and  education  in 
American  institutions  and  American 
life  go  on  for  the  child  on  our  Ameri- 
can farm  more  efficiently  than  in  an 
immigrant  tenement.  Where  the  farm 
district  is  covered  by  Swedes,  Germans 
or  other  immigrants  speaking  their 
original  tongues  and  in  two  western 
states  training  their  children  in  schools 
using  these  tongues,  the  child  is  not 


Americanized  as  the  revelations  of  the 
past  five  years  have  shown. 

Farm  or  factory,  meadow  or  mine, 
country  or  city,  it  is  always  true  that 
the  immigrant  who  continues  to  use  his 
own  original  language  is  barred  from 
full  acquaintance  with  his  new  home. 
He  is  imable  to  read  sanitary  notices 
and  warnings  and  he  spreads  disease. 
He  causes  accidents  because  he  can  not 
read  safety  signs.  He  never  learns 
American  law  and  tracking  crime  ol* 
criminal  becomes  a  thousand-fold  more 
difficult  where  any  foreign  quarter  con- 
tinues the  use  of  its  home  tongue.  The 
duty  of  a  citizen  can  not  be  fully 
learned.  All  poUtics  are  filtered  through 
alien  channels,  whether  newspapers  or 
politicians. 

This  is  practical  treason  to  American 
ideals,  aims,  principles  and  allegiances. 
No  country  can  be  united  when  it 
permits  this  disunion  of  tongues.  For 
those  bom  abroad,  this  barrier  to  a 
united  land  in  1910  included  2,930,373 
persons  over  ten  years  of  age  speaking 
no  English  and  it  had  grown  one  and 
a  half  fold  (142.6  per  cent)  in  ten  years 
from  1900  to  1910.  The  number  is 
probably  4,000,000  in  1920.  This 
share  of  foreign  born  who  could  not 
speak  English  was  in  1920  one-fifth 
of  the  foreign  born  over  ten  years  in 
the  cities  and  one-quarter  of  the  for- 
eign bom  of  this  age  in  rural  com- 
munities. In  1920,  New  York  had 
421,951  who  were  ten  and  knew  no 
English,  Chicago  184,884  and  Phila- 
delphia 68,228.  From  1900  to  1910, 
New  York  had  nearly  doubled  this 
undigested  mass,  Chicago  had  seen  it 
grow  two  and  a  half  fold  and  Phila- 
delphia nearly  trebled  it.  In  New 
Mexico,  a  third  of  the  native  popula- 
tion speaks  only  Spanish.  The  poUtical 
education  of  14,000,000  of  foreign  born 
in  the  United  States  can  never  be 
accomplished  when  over  a  fifth  of  them 
know   not   American.     Until   this   is 
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cured,  the  foreign  bom  will  remain  by 
nature  foreign  born.  Sentiment  may 
plead  for  the  memory  of  the  country 
of  origin.  Material  profit  may  ask  for 
cheap  labor.  All  the  experience  of 
the  past  and  all  the  facts  of  the  pres- 
ent prove  the  peril  of  this  aUen,  undi- 
gested mass,  indigestible  until  it  speaks 
English. 

The  longer  reform  is  postponed,  the 
worse  the  situation  will  be.  The  ob- 
stacles are  many.  The  mere  number 
daunts  any  attempt  to  attack  this  evil 
thus  far.  The  non-EngUsh  speaking 
horde  steadily  pours  in.  Treaties  are 
in  the  way,  made  when  this  evil  did 
not  exist  and  our  immigration  was  in 
larger  measiu*e  from  the  United  King- 


dom. These  treaties  must  be  de- 
nounced and  laid  aside  for  all.  The 
cost  of  teaching  the  tongue  of  the  immi- 
grant's new  home  can  not  be  met  by 
state  expenditure.  The  federal  govern- 
ment alone  has  the  means  and  the  power 
to  act  over  the  whole  country.  If  Amer- 
ican be  required  within  a  reasonable 
period  imder  gain  of  deportation,  the 
evil  will  fii^  diminish  and  then  disap- 
pear. The  federal  government  working 
through  state  schools  can  accomplish 
the  task  in  a  decade.  Unless  it  is 
taken  up,  crime  will  increase,  ill  condi- 
tions grow  and  our  politics  will  be 
cursed  in  the  future  as  in  the  past  by 
non-American  speaking  citizens  and 
foreigners. 


Digitized  by 


Google 


ELEMENTS  IN  AN  IMMIGRATION  POLICY  FOR  THE 
UNITED  STATES 

Assimilation  and  Governmental  Regulation 

By  Frank  Julian  Warnb,  Ph.D.^ 

Washington,  D.  C. 


AUTHENTIC  reports  from  Europe 
that  emigrants  by  the  hmi- 
dieds  of  thousands  are  crowdmg  all 
the  embarkation  ports  and  are  over- 
flowing all  shipping  f  acihties  in  their 
mad  rush  to  the  United  States,  coupled 
with  the  steady  increase  in  the  number 
of  foieign-bom  arrivab  on  our  shores 
since  the  dose  of  the  European  War,* 
are  evidence  that  the  tide  of  immigra- 
tion is  setting  in  once  more  to  the 
shores  of  the  United  States  and  that 
the  American  people  are  again  con- 
fronted with  this  great  national  prob- 
lem. -But  few  realize  the  magnitude 
this  immigrant  invasion  has  assumed 
and  still  fewer  appreciate  its  far-reach- 
ing effects  upon  the  American  people 
and  nation,  racially,  socially,  indus- 
trially and  institutionally.  A  brief 
statistical  survey  of  this  tide  as  it  has 
washed  upon  our  shores  the  past  one 
hundred  years  will  assist  in  a  compre- 
hension of  the  tremendous  increase  in 
its  volume  prior  to  its  temporary  inter- 
mption  by  the  European  War. 

A  pictorial  bird's  eye  view  of  this  in- 
flow of  foreign  bom  is  given  in  the 

^Author  of:  The  Ska  Irwuion  and  the  Mine 
Worken  (1904),  The  Coal  Mine  Workere  (1906), 
Immigration  and  the  Southern  Statee  (1905),  The 
Immiffrant  Irwatum  (1913),  Railway  Operation 
<md  Finance  (1913),  Intercorporate  Ownership  and 
Interlocking  Directoratee  of  the  RaUroade  of  the 
Umied  States  (1914),  The  Tide  cf  Immigration 
(1916),  Wam^i  Book  of  Charts  (1917),  Wame's 
Elementary  Course  in  Chartography  (1917),  ChartO" 
ptxpky  in  Ten  Lessons  (1919),  Industrial  Relations 
(1980),  The  Workers  at  War  (1920).— The  Editob. 

'More  than  ^430,000  aliens  arrived  in  the 
United  States  during  the  six  months  from 
Jamuuy  to  July.  1920 


accompanying  chart,  reproduced  from 
Wame's  Book  of  Charts  and  which  is 
based  upon  statistics  from  the  Bureau 
of  Immigration  of  the  United  States 
Department  of  Labor.  In  the  past  one 
himdred  years  this  immigration  has 
comprised  more  than  33,200,000  human 
beings.  From  an  inflow  of  less  than 
129,000  for  the  ten  years  following  1820 
it  increased  to  more  than  8,200,000 
for  the  decade  ending  with.  1909.  The 
war  period  greatly  reduced  this  volume 
but  even  including  those  four  years 
immigration  for  the  decade  dosing 
with  1919  gave  an  inflow  of  more  than 
6,347,000.  Here  is  an  increase  in  the 
one  hundred  years  from  a  decennial 
yearly  average  of  12,900  to  nearly 
635,000.  The  largest  ten-year  immi- 
gration was  from  1905  to  1914,  its 
volume  exceeding  10,100,000,  Of  the 
total  of  more  than  33,200,000  immi- 
grants as  matiy  as  26,200,000,  or  79 
per  cent,  came  during  the  past  fifty 
years,  and  as  great  a  proportion  as  30 
per  cent  of  the  total,  or  10,122,000, 
diuring  the  ten  years  [prior  to  the  be- 
ginning of  the  European  War. 

The  temporary  effects  of  the  war 
upon  the  volume  of  immigration  are 
indicated  in  the  fact  that  while  it 
reached  nearly  5,175,000,  or  a  yearly 
average  of  more  than  1,000,000,  for  the 
five  years  immediately  preceding,  it 
decreased  to  1,173,000,  or  an  average 
inflow  of  only  235,000,  for  the  five 
years  following  1914.  This  is  nearly 
36,000  less  than  that  for  the  single 
year  immediately  preceding  the  be- 
ginning   of    hostilities.      The    lowest 
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number  of  arrivals  in  any  one  of  these 
five  years  was  110,618  in  1918,  the 
smallest  yearly  immigration  since  1862 
just  preceding  the  beginning  of  the 
Civil  War. 

Our  total  immigration  of  more  than 
83,200,000  and  the  yearly  average  by 
decades  during  the  past  one  hundred 
years  are  summarized  in  the  following 
table.  These  figures  are  for  immigrant 
aliens  only  and  do  not  include  non- 
immigrant arrivals;  that  is,  those  re- 
corded as  coming  here  for  temporary 
purposes  only  and  not  for  permanent 
residence.  If  the  latter  were  included 
the  totals  would,  of  course,  be  much 
larger,  especially  for  the  more  recent 
years  before  the  war. 


Decennial 

Tmmtgration 

THE  Past  One 

Hundred  Years 

Yearly 

Decade 

Total 

Average  for 

Immigration 

Decade 

1820-1829 

128,502 

12,850 

1880-1839 

538,381 

53,838 

1840-1849 

1,427,337 

142,734 

1850-1859 

2,747,896 

274,790 

1860-1869 

2,123,219 

212,322 

1870-1879 

2,742,137 

274,214 

1880-1889 

5,248,568 

524,857 

1890-1899 

3,694,294 

369,429 

1900-1909 

8,202,388 

820,239 

1910-1919 

6,347,380 

634,738 

Not  all  the  33,200,000  immigrants 
are  in  the  United  States  at  the  present 
time.  Many  have  died  and  still  others 
have  emigrated.  Our  present  foreign- 
bom  population  is  not  yet  known,  the 
Bureau  of  the  Census  not  having  com- 
pleted its  tabulation  of  the  last  enu- 
meration, but  in  1910  there  was  a  total 
foreign-bom  population  in  the  United 
States  of  approximately  13,500,000 
out  of  a  total  immigration  down  to 
that  time  of  about  26,853,000. 

While  the  figures  in  the  preceding 
table  impress  one  with  the  magnitude 
of  the  volume  of  immigration,  at  the 
same  time  they  smooth  out  the  diflfer- 


ences  in  the  inflow  from  year  to  year 
and  at  different  periods  of  time.  By 
studying  the  yearly  figures  in  the  table 
o^  the  accompanying  chart  and  relat- 
ing them  to  events  of  industrial  or 
economic  history,  we  are  able  to  imdCT- 
stand  what  is  probably  the  most  sig- 
nificant of  all  the  operating  forces  or 
influences  at  work  behind  this  great 
movement  of  population  across  the 
Atlantic. 

For  illustration,  the  number  of  im- 
migrant arrivals  strikingly  decreased 
from  nearly  428,000  in  1854  to  200,877 
the  following  year,  a  decrease  of  more 
than  one-half .  This  falling  off  reflected 
the  effects  of  the  greatest  financial 
panic  ever  experienced  in  the  history 
of  the  United  States  up  to  that  time. 
The  ensuing  industrial  depression  was 
followed  closely  by  the  Civil  War,  and 
it  was  not  until  1873  that  the  yearly 
inflow  again  reached  as  large  a  volume, 
the  number  being  nearly  460,000.  The 
year  1873  marks  another  panic,  and  a 
striking  decrease  the  following  years 
in  the  number  of  aUen  arrivals  is  again 
recorded.  Beginning  in  the  eaily 
eighties  and  accompanying  increasing 
prosperity  in  all  of  our  industries,  the 
volume  of  immigration  steadily  in- 
creased until  this  tendency  was  inter- 
mpted  by  the  panic  of  1893.  The 
financial  disturbance  in  this  country 
in  1907  was  similarly  followed  by  a 
striking  decrease  in  immigration. 

This  close  relation  between  indus- 
trial depression  and  decrease  in  immi- 
gration on  the  one  hand  and  industrial 
prosperity  and  increase  in  immigra- 
tion on  the  other  is  the  economic 
explanation  of  the  periodic  waves  of 
immigration  that  have  washed  our 
shores  since  1820,  and  particularly  so 
in  more  recent  years.  It  points  un- 
mistakably to  the  economic  character- 
istics of  this  great  movement  of  popu- 
lation and  to  the  fact  that  by  far  the 
greater  part  of  it  is  due  to  the  indus- 
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trial  demand  in  the  United  States  for 
labor.  According  to  the  1914  Annual 
Report  of  the  Commissioner-General 
of  Immigration: 

It  is  interesting  to  note  the  successive 
periodical  increases,  receding  less  each  time 
coincident  with  the  periods  of  financial  de- 
pression, only  to  reach  to  a  greater  height 
with  the  next  ascending  wave.  .  .  . 
The  three  p^ods  of  depression  following 
1857, 1878,  and  1898  stand  out  prominently, 
and  the  1907  financial  and  commercial  de- 
pression caused  the  wave  line  to  drop  to  a 
marked  degree.  This  periodical  rise  and 
fall  well  represents  the  relative  prosperity 
of  the  country. 

This  industriltl  demand  for  labor 
'vdiich  is  met  most  lai^ely  by  immigra- 
tion is  for  the  rough,  imskilled,  or 
"common"  kind,  nearly  60 'per  cent  of 
all  incoming  aliens  being  males  without 
trained  skill  and  lacking  even  the  rudi- 
ments of  an  education. 

This  raises  a  hundred  and  one  ques- 
tions that  in  recent  years  have  come 
to  vex  the  American  people.  Can  they 
continue  to  build  a  safe  democracy  not 
out  of  such  material  but  out  of  too 
great  a  supply  of  such  material? 

Assimilation  of  the  immigrant  into 
American  life  in  all  its  aspects — and  no 
other  consummation  of  the  presence 
among  us  of  the  foreign  bom  should 
be  entertained — crests  primarily  upon 
the  opportunity  for  continuous  em- 
ployment in  a  gainful  occupation  at  a 
wage  sufficient  at  least  to  supply  him 
and  those  dependent  upon  him  with 
the  necessities  for  physical  existence. 
A  needy  alien  in  the  United  States  out 
of  work  is  not  only  retarded  in  assim- 
ilation but  he  also  hinders  or  obstructs 
the  operation  of  the  forces  of  assim- 
ilation themselves.  With  continuous 
enq>Ioyment  at  a  living  wage  the  typi- 
cal immigrant  becomes  an  asset  to  all 
concerned  and  not  a  liability  either  to 
himself  or  to  other  workers  or  to  the 
American  people.    Only  that  number 


of  immigrants,  then,  should  be  per- 
mitted to  enter  at  any  one  time  for 
which  there  is  opportunity  for  such 
employment  without  depriving  'those 
already  here,  foreign  born  as  well  as 
native,  of  similar  opportunity.  The 
facts  as  to  the  existence  of  such  a  condi- 
tion can  be  fairly  accurately  ascer- 
tained, as  I  have  already  suggested 
before  the  American  Academy  of 
Political  and  Social  Science  and  the 
National  Civic  Federation,  by  the 
organization  of  federal  governmental 
machinery  for  measuring  the  antici- 
pated demand  of  our  industries  for 
unskilled  workers  at  the  prevailing 
American  rate  of  wages. 

This  is  the  theory  of  immigration 
control  upon  which  is  based  the  princi- 
ple of  governmental  regulation  that 
will  restrict  it  within  the  limits  of  an 
assimilative  supply.  Its  foundation 
rests  upon  that  view  of  American  life 
which  believes  that  the  alien  must  be- 
come at  the  earliest  possible  moment 
an  indistinguishable  part  of  American 
society.  It  is  not  superficial  sentimen- 
tality, neither  is  it  misguided  or  hum- 
bug philanthropy;  it  is  not  based  on 
economic  exploitation  of  the  alien  by 
emphasizing  his  contribution  to  pro- 
duction. It  is  fundamentally  humani- 
tarian in  that  it  seeks  the  idtimate 
welfare  of  both  the  immigrant  and 
the  American  people. 

This  view  it  is  now  necessary  to 
emphasize  because  the  effects  flowing 
out  of  the  European  War  have  brought 
to  public  attention  with  startling  sud- 
denness, like  the  rapid  shifting  of 
scenes  on  a  moving-picture  screen, 
aspects  of  immigration  which  hereto- 
fore have  been  regarded  with  unruffled 
complacency.  We  have  been  made 
conscious  of  the  existence  among  us,  in 
spirit  as  well  as  in  name,  of  the  hyphen- 
ated American — of  the  German-Am- 
erican, the  Italian-American,  and  so 
on.     We  have  foimd  that  our  much 
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boasted  forces  for  assimilating  the 
foreign-bom  element  have  not  been 
working  as  efficaciously  as  our  optimis- 
tic ignorance  of  the  facts  had  led  us 
to  beUeve.  We  have  learned  through 
sad  experience  that  these  forces  need 
intelligent  attention  and  direction;  we 
have  been  taught  that  they  must  be 
given  greater  vigor  if  we  are  to  become 
a  homogeneous  people  and  thus  escape 
the  danger  of  an  internal  division 
among  ourselves.  Of  even  greater  im- 
portance, possibly,  is  th^  fact  that  there 
are  millions  of  alien  subjects  among  us 
who  have  not  become  and  who  do  not 
intend  to  become  American  citizens. 

In  consequence  of  all  this,  as  a  nation 
and  as  a  people  we  must  now  con- 
sciously and  intelligently  face  a  wholly 
new  group  of  problems  arising  out  of 
immigration.  These  problems  are  in- 
extricably interwoven  into  oiu*  national 
destiny;  they  are  a  part  of  the  work- 
ing out  of  our  democratic  institutions; 
their  solution  depends  upon  our  pow- 
ers of  economic  and  social  assimilation. 
For  many  years  to  come  the  American 
people  should  solve  every  problem  of 
inmiigration  from  the  point  of  view  of 
its  relation  to  or  its  effect  upon  this 
assimilative  ability.  Our  eyes  shoidd 
henceforth  be  focused  upon  this  one 
solution;  all  other  aspects  of  inmiigra- 
tion  should  be  made  subordinate  to  it. 
It  should  consciously  become  of  the 
very  greatest  importance  to  us  as  a 
people  that  the  immigrants  whom  we 
welcome  into  our  society  to  participate 
in  the  blessings  and  duties  of  our  insti- 
tutions should  be  an  integral  part  of 
that  society  and  not  foreign  to  it. 
This  view  safeguards  the  permanent 
welfare  of  the  aUen  who  comes  here  to 
become  a  homogeneous  part  of  us  as 
well  as  the  welfare  of  the  people  of  the 
United  States  themselves. 

There  is  abundant  evidence  that  this 
view  is  coming  to  be  that  of  the  Ameri- 
can people.    It  is  reflected  in  the  pass- 


age by  Congress  of  the  literacy  test 
over  the  Presidential  veto  and  in  the 
present  activities  of  innumerable  socie- 
ties and  organizations  which  are  beii^ 
directed  towards  the  Americanization 
of  the  alien.  Manufacturers'  associa- 
tions, labor  unions,  religious  bodies, 
societies  of  foreign  born,  boards  of 
education,  state  and  city  American- 
ization departments  or  boards,  the 
War  and  Interior  Departments  of  the 
National  Government,  women's  clubs, 
colleges  and  universities,  Ubraries, 
community  centers  and  service  organ- 
izations, civic  conunittees,  the  Boy 
Scouts  of  America,  the  Yoimg  Men's 
and  Yoimg  Women's  Christian  Asso- 
ciations, Knights  of  Columbus,  Ameri- 
can Red  Cross,  and  a  host  of  similar 
organizations  are  now  engaged  in  this 
laudable  and  very  necessary  work  if 
America  is  to  mean  to  the  immigrant 
and  the  immigrant  is  to  mean  to 
America  all  that  is  necessary  and  vital 
to  a  homogeneous  people.  Recently  a 
fom*  days'  session  of  an  Americaniza- 
tion Conference  was  held  in  Washing- 
ton under  the  auspices  of  the  federal 
Department  of  the  Interior. 

While  there  may  be  differences  as  to 
the  meaning  of  Americanization  and 
disputes  as  to  the  best  means  to  be 
employed  to  attain  it,  the  principle  of 
assimilation  should  be  the  fundamental 
rule  of  measurement  to  be  appUed  to 
immigration  generally  as  well  as  to 
any  particular  racial  group  within  the 
immigration  stream.  It  should  be  the 
basis  of  any  additional  legislation  on 
inmiigration  by  Congress.  Oiur  more 
than  one  hundred  years'  experience  of 
the  effects  of  immigration  has  taught 
us  the  racial  groups  that  do  not  assim- 
ilate American  customs  and  do  not 
become  a  homogeneous  part  of  our 
population.  Then,  again,  we  know 
without  question  that  if  those  who  do 
assimilate  more  or  less  readily  under 
favorable  conditions  are  permitted  to 
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enter  in  too  great  a  volume  they  are 
co-tain  to  disarrange  the  assimilating 
process.  If  the  volume  of  total  immi- 
gration is  likely  at  any  time  to  become 
so  large  as  to  make  ineffective  our 
forces  of  assimilation,  then  this  volume 


should  be  decreased  by  restrictive 
measures;  if  the  elements  comprising 
any  particular  group  or  race,  no  matter 
how  few  in  number  relatively,  are  un- 
assimilable  into  our  American  life  then 
these  too  should  be  restricted. 


The  Industrial  Significance  of  Immigration 

By  W.  Jbtt  Lauck^ 

Forma  Secretary,  National  War  Labor  Board,  Washington,  D.  C. 


DURING  President  Roosevelt's  ad- 
ministration the  Congress  es- 
tablished an  Immigration  Commission 
and  provided  it  Uberally  with  funds  so 
that  it  might  make  a  satisfactory  in- 
quiry into  all  phases  of  the  immigra- 
tion problem.  It  was  composed  of 
three  members  selected  from  each 
branch  of  the  Congress,  and  three  rep- 
resentatives of  the  general  public 
named  by  the  President."  This  body 
began  its  work  in  1907  and  submitted 
its  voluminous  report  three  years  later. 
The  original  investigation  which  was 
conducted  as  to  the  economic  aspects 
of  inamigration  included  within  its 
scope  all  the  basic  industries  of  the 
country.  All  phases  of  the  industrial 
significance  of  immigration  were  ex- 
haustively studied  and  analyzed.  The 
final  conclusions  and  reconunenda- 
tions  which  were  based  on  this  inquiry 
may  be  said  to  be  representative  and 
entirely  acceptable  for  the  period  im- 
mediately preceding  the  war.  They 
were,  in  brief,  as  follows: 

1.  While  the  American  people,  as  in  the 
past,  welcome  the  oppressed  of  other  lands, 
care  should  be  taken  that  immigration  be 
such  both  in  quality  and  quantity  so  as 
not  to  make  too  difficult  the  process  of 
assimilation. 

2.  Since  the  existing  law  and  further 
special  l^islation  recoounended  in  this  re- 

^Anthoir  ol:  The  Immigration  PrchUmiynXh  FroL 
J.  W.  JenkB)  (1911);  ReporU  cf  U,  S.  Immigration 
Cammigsian,  Vols.  IV-KVm,— The  Ennxm. 


port  deal  with  the  physically  and  morally 
unfit,  fiuiiier  general  legislation  concern- 
ing the  admission  of  aliens  should  be  based 
primarily  upon  economic  or  business  con- 
siderations touching  the  prosperity  and 
economic  well-being  of  our  people. 

8.  The  measure  of  the  rational,  healthy 
development  of  a  country  is  not  the  extent 
of  its  investment  of  capital,  its  output  of 
products,  or  its  exports  and  imports,  unless 
there  is  a  corresponding  economic  oppor- 
timity  afforded  to  the  citizen  dependent 
upon  employment  for  his  material,  mental 
and  moral  development. 

4.  The  development  of  business  may  be 
brought  about  by  means  which  lower  the 
standard  of  hving  of  the  wage-earners.  A 
slow  expansion  of  industry  which  would 
permit  the  adaption  and  assimilation  of  the 
incoming  labor  supply  is  preferable  to  a 
very  rapid  industrial  expansion  which  re- 
sults in  the  inmiigration  of  laborers  of  low 
standards  and  efficiency,  who  imperil  the 
American  standard  of  wages  and  condi- 
tions of  employment. 


8.  The  investigations  of  the  Conunission 
show  an  oversupply  of  imskilled  labor  in 
basic  industries  to  an  extent  which  indi- 
cates an  oversupply  of  unskilled  labor  in 
the  industries  of  the  country  as  a  whole, 
a  condition  which  demands  legislation  re- 
stricting the  further  admission  of  such  un- 
skilled labor. 

It  is  desirable  in  making  the  restriction 
that— 

(a)  A  sufficient  number  be  debarred  to 
produce  a  marked  effect  upon  the  present 
supply  of  unskilled  labor. 
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(b)  So  far  as  possible,  the  aliens  excluded 
should  be  those  who  come  to  this  country 
with  no  intention  to  become  American  citi- 
zens or  even  to  maintain  a  permanent  resi- 
dence here»  but  merely  to  save  enough,  by 
the  adoption,  if  necessary,  of  low  stand- 
ards of  living,  to  retiun  permanently  to 
their  own  home  country*  Such  persons  are 
usually  men  unaccompanied  by  wives  and 
children. 

(c)  So  far  as  possible  the  aliens  excluded 
should  also  be  those  who,  by  reason  of 
their  personal  qualities  or  habits,  would 
least  readily  be  assimilated  or  would  make 
the  least  desirable  citizens. 

In  considering  the  bearing  of  immi- 
gration on  industrial  conditions  and 
relations,  the  broad,  fundamental  prin- 
ciples enimciated  by  the  Immigration 
Commission  are  still  worthy  of  accep- 
tation without  reservation.  The  actual 
conditions  which  it  found  before  the 
war  do  not  exist  at  present,  but  the 
dominant  tendency  is  .toward  a  revival 
of  these  conditions.  Whatever  our 
constructive  program  for  immigration 
may  be,  it  should,  above  everything 
else,  provide  measures  for  the  preven- 
tion of  the  development  of  such  in- 
dustrial conditions  as  imrestricted 
immigration  had  produced  before  the 
outbreak  of  hostilities inEurope in  1914. 

The  Effects  of  the  War 

During  the  four  years  of  the  war 
immigration  practically  ceased  as  com- 
pared with  the  prewar  period.  It  has 
been  calculated  that  if  immigration 
had  continued  at  the  same  rate  during 
the  five  years  beginning  July  1,  1914, 
as  it  had  been  during  the  five  years 
preceding  that  date,  a  total  of  6,316,4^ 
newcomers  would  have  entered  the 
United  States  as  contrasted  with  ac- 
tual arrivals  to  the  number  of  only 
1,172,679.  When  the  net  immigration 
is  considered — the  excess  of  immigrant 
arrivals  over  aliens  leaving  the  country 
— the  small  accretion  to  our  popula- 
tion  and  working  forces  during  the 


war  period  becomes  even  more  appar* 
ent.  During  the  five  fiscal  years»  be- 
ginning with  1914  and  ending  with 
1919,  the  net  immigration  was  only 
431,884,  as  against  3,316,146  during 
the  five  years  preceding  the  war.* 

This  decline  in  the  annual  addition 
to  our  labor  supply  occurred  in  the 
face  of  an  unprecedented  industrial 
expansion  to  meet  the  requirements  of 
the  war  and  when  the  working  forces  of 
our  mines,  miUs  and  factories  were 
being  reduced  to  supply  men  for  our 
fighting  forces.  As  a  consequence,  the 
excess  in  the  labor  supply  quickly  dis- 
appeared and  finally  the  demand  out- 
ran the  supply.  Through  the  at- 
tempted standardization  of  wages  and 
working  conditions  by  the  government 
procurement  agencies,  recent  immigrant 
workmen  were  arbitrarily  placed  on 
the  same  basis  as  the  native  bom. 
Their  earning  power  increased.  A 
permanent  interest  in  the  industries  in 
which  they  worked  and  in  the  commu- 
nities in  which  they  lived  was  aroused 
by  pronounced  efforts  towards  their 
industrial  assimilation  and  general 
Americanization  which  had  hitherto 
been  entirely  lacking.  Those  who 
were  called  to  the  colors  were  taught 
to  speak  and  write  English  and  were 
thrown  into  daily  contact  with  native 
Americans.  Labor  unions  during  the 
war  period  also  successfully  organized 
and  brought  to  a  practical  belief  in 
their  tenets  an  unprecedented  number 
of  foreign-bom  workmen,  as  is  shown 
by  the  growth  in  the  textile,  clothing, 
mining,  iron  and  steel  and  other  unions, 
and  the  part  played  by  the  immigrant 
workmen  in  the  recent  steel  strike.  In 
may  be  said  in  brief  that  the  war  pe- 
riod made  possible  a  large  measure  of 
industrial  assimilation  of  the  recent 
inunigrant  workers.  At  the  time  of 
the  signing  of  the  Armistice,  organized 

^Immigration  and  the  Labor  Supply,  by  F.  Lea- 
lie  Hayford,  Dupont  Magarine,  August  1980. 
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labor,  and  the  American  wage-earners 
in  general,  had  attained  a  position 
where  they  were  exerting  a  far-reach- 
ing influence  upon  the  foreign-bom 
workers.  The  immigrants  already 
resident  here  had  ceased  to  be  a  men- 
ace to  the  aspirations  of  trade  union- 
ists, or  to  American  standards  of  work 
and  compensation. 

The  Post-Wak  Period 

During  the  two  years  which  have 
elapsed  since  the  cessation  of  hostili- 
ties this  situation  has  entirely  changed. 
Early  in  1919  an  exodus  of  foreign-bom 
workmen  began.  Great  numbers  who 
had  been  debarred  from  communica- 
tion with  their  home  countries  for  sev- 
eral years  were  anxious  to  return  to 
renew  relations  with  their  families  and 
friends.  Others  wished  to  take  the 
savings  which  they  had  accumulated 
during  the  war  and  purchase  farms, 
homes  or  businesses,  under  the  ad- 
vantageous conditions  offered  in  their 
devastated  or  impoverished  home  coun- 
tries. Still  others  who  elected  to  re- 
main in  this  country  used  their  savings 
to  send  for  their  wives,  children  or 
relatives.  On  the  other  hand,  the 
pec^le  of  Europe  were  turning  their 
faces  towards  America  as  the  hope  of 
escape  from  oppressive  taxes,  unsatis- 
factory i>olitical  conditions,  or  as  the 
means  of  repairing  the  losses  which 
they  had  suffered  during  the  war.  The 
net  result  was  that,  immediately  fol- 
lowing the  Armistice,  immigration  be- 
gan to  grow  in  volume,  but  for  many 
months  the  incoming  tide  was  offset 
by  the  unprecedented  number  of  de- 
partures of  alien  immigrants  who  had 
been  here  before  the  war,  and  the  net 
gain  in  i>opulation  was  small.  More- 
over, the  new  arrivals  consisted  of  an 
onnsually  lai^  proportion  of  women 
and  children,  and  as  a  consequence,  no 
important  additions  were  made  to  our 
sk^kd  pr  unskilled  l|tbor  forces. 


Not  until  the  beginning  of  the  pres- 
ent year  was  there  any  noteworthy 
gain  in  arrivals  over  departures.  For 
the  entire  fiscal  year  ending  June  30, 
1920,  the  excess  of  immigrant  aliens 
admitted  over  immigrant  aliens  de- 
parting was  only  141,686.  The  net 
gain  in  immigrant  males  was  slightly 
less  than  10,000,  while  the  excess  of 
female  arrivals  over  departures  was 
more  than  150,000.  During  the  past 
six  months,  however,  there  has  been  a 
steady  growth  of  immigration  which 
has  overtaxed  the  government's  facili- 
ties for  handling  the  new  arrivals,  and 
which  indicates  a  volume  of  immigra- 
tion which  will  surpass  all  prewar 
records.  The  most  significant  aspect 
of  the  situation  also  consists  in  the 
reports  from  abroad  as  to  what  the 
future  developments  will  be  unless 
measures  are  taken  by  this  country  to 
restrict  the  incoming  tide.  Steerage 
accommodations  are  booked  for 
months  ahead,  thousands  of  others 
from  the  countries  of  southern  and 
eastern  Europe  are  reported  to  be 
seeking  passage,  and  the  peoples  of 
central  Europe  are  stated  to  be  await- 
ing the  formal  arrangement  of  peace 
and  the  removal  of  the  existing  bar- 
riers to  embark  for  this  country  in 
unprecedented  numbers. 

Since  the  signing  of  the  Armistice, 
discussion  of  the  immigration  question 
has  passed  through  two  distinct 
phases.  The  first  centered  around  an 
agitation  for  the  encouragement  of 
immigration  to  replenish  the  unskilled 
labor  supply  whidi  had  been  depleted 
during  the  war  and  by  the  unusual 
exodus  of  foreign-bom  workmen  after 
the  war.  Estimates  as  to  the  labor 
needs  of  the  country  as  put  forward 
by  the  various  interested  persons  and 
organizations  ranged  between  three 
and  four  million  unskilled  workmen. 
Measures  have  been  taken  to  encour- 
a^  immi^ation  and  educiitional  ^- 
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forts  have  been  made  to  persuade 
immigrant  workmen  already  resident 
here  that  their  real  interests  would  be 
best  subserved  by  permanent  residence 
in  the  United  States  and  not  by 
returning  to  their  home  countries. 
These  activities  have  evidently  arisen 
from  the  beUef  of  certain  groups  of 
large  employers  that  in  immigration 
not  only  lies  the  way  for  further  indus- 
trial expansion  but  also  for  weakening 
the  power  of  labor  oragnizations  and 
in  destroying  the  ascendancy  which 
wage-earners  in  general  had  secured 
from  the  war-time  curtailment  of  the 
labor  supply. 

In  the  face  of  these  conditions,  labor 
until  recently  has  appeared  indiflFerent 
and  inert.  The  increasing  volume  of 
imm^ation  diuing  the  past  few 
months,  however,  the  rapid  develop- 
ment of  unemployment  and  the  wide- 
spread propaganda  which  is  being  con- 
ducted by  certain  interests  for  an 
alleged  open  shop,  has  recently  aroused 
the  labor  organizations  to  strong  pro- 
tests and  to  the  demand  for  legislative 
action.  The  general  recommendation 
has  been  made  that  the  Congress 
should  absolutely  exclude  all  forms  of 
immigration  for  a  period  of  time  suf- 
ficient for  the  f ormidation  of  a  perma- 
nent poUcy  which  would  permit  the 
industrial  assimilation  according  to 
American  standards  of  the  incoming 
immigrant  labor  supply.  Thus  far  no 
specific  or  detailed  proposals  as  to  a 
permanent  policy  have  been  sub- 
mitted. The  general  impression  seems 
to  be  that  the  present  session  of  the 
Congress,  because  of  the  pressure  of 
fiscal  matters,  will  not  have  time  to 
prepare  immigration  legislation,  and, 
pending  real  constructive  action,  tem- 
porary measures  for  restriction  or  ab- 
solute exclusion  should  be  adopted. 

The  existing  situation  is  imdoubt- 
edly  fraught  with  the  greatest  signif- 
icance, not  only  from  the  standpoint 


of  the  relations  between  capital  and 
labor,  but  also  from  the  pubUc  point  of 
view.  Although  the  public  is  inter- 
ested in  the  proper  recruiting  of  our 
labor  supply,  the  continuance  of  the 
present  flow  of  immigration  in  the  face 
of  the  existing  business  depression  wiU 
lead  to  destitution  and  suffering  in  our 
industrial  communities  and  in  a  large 
number  of  foreign-bom  workmen  be- 
coming pubUc  charges  as  was  the  case 
during  the  latter  half  of  1907  and  the 
winter  of  1908.  Even  if  unemploy- 
ment were  not  developing,  because  of 
the  absolute  absence  of  housing  facili- 
ties, deplorable  congestion,  unsanitary 
living  conditions  and  general  unwhole- 
some conditions  in  industrial  localities 
would  inevitably  follow  a  sudden  in- 
flux of  immigrants  at  this  time.  Our 
educational  and  other  facilities  for  the 
Americanization  of  the  newcomers 
from  abroad  are  also  woefully  lacking. 
There  is  also  the  political  danger 
from  extreme,  revolutionary  agitation, 
which  will  be  intensified  if  industrial 
conditions  do  not  improve. 

The  menace  to  labor  is  acute  and 
immediate.  Unrestricted  immigration 
will  mean  an  oversupply  of  labor  and 
the  danger  of  a  lowering  of  standards 
of  work  and  compensation.  What  is 
of  greater  significance,  it  will  make 
possible  the  weakening  of  labor  organ- 
izations in  general,  and  the  probable 
disruption  of  unionism,  as  it  has  done 
in  the  past  in  certain  sections  of  our 
basic  industries,  as  in  coal-mining,  iron 
and  steel,  and  textile  manufacturing, 
where  great  masses  of  immigrant  work- 
men can  be  used  with  practically  no 
previous  training  or  experience.  Un- 
restricted inmiigration  also  holds  forth 
the  danger  of  the  destruction  of  an 
intelligent,  constructive,  evolutionary, 
control  of  the  labor  movement,  and  the 
substitution  for  the  present  liberal,  but 
sound,  leadership  of  organized  labor  of 
a  revolutionary  and  impractical  r^ime. 
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If  industrial  conditions  continue  un- 
favorable, the  immigrant  workmen 
who  have  already  either  directly  or 
indirectly  been  brought  under  the  in- 
fluence of  extreme  economic  doctrines 
will  undoubtedly  become  receptive  to 
the  teachings  of  revolutionary  agita- 
tors, not  only  from  the  standpoint  of 
the  industrial  system,  but  also  from 
the  point  of  view  of  the  control  and 
direction  of  the  labor  movement  itself. 
The  greatest  danger  to  the  pubUc 
and  to  the  soimd  and  intelligent  pros- 
perity of  business  and  industry  at  the 
present  time  is  to  be  found  in  the  mis- 
guided ideas  of  certain  groups  of  large 
employing  interests,  such  as  those 
typified  by  Mr.  Gary  of  the  Steel  Cor- 
I>oration,  and  the  advocates  of  the  so- 
called  "open  shop  movement."  Their 
attitude  and  activities  can  only  be 
charitably  explained  by  the  statement 
tibiat  they  are  entirely  lacking  in  a  real 
intelligent  insight  into  present-day 
tendencies  and  the  real  elements  of  an 
enlightened  industrial  statemenship, 
for  otherwise  the  conclusion  must  be 
reached  that  they  are  insincere  and 
sinister.  They  may  hope  through  the 
artificial  stimulation  of  immigration 
and  the  development  of  an  oversupply 
of  labor,  possibly  to  bring  around  a 
temporary  reduction  in  wages  and  an 
impairment  of  existing  standards  of 
work.  They  can  not  look  forward, 
however,  to  a  permanent  weakening  of 
unionism,  for  their  own  activities  will 
either  strengthen  unionism^  or  en- 
tirely destroy  unionism,  and  *in  bring- 
ing about  the  impairment  of  organ- 
ized labor,  as  it  is  now  controlled  and 
directed,  Mr.  Gary  and  his  associates 
win  encompass  their  own  destruction. 
From  the  standpoint  of  the  stockhold- 
ers of  the  Steel  Corporation,  and  other 
fiTiimf*ia.l  interests  which  they  represent, 
th^  last  stage  will  be  worse  than 
present  conditions.  As  a  matter  of 
fact,  they  will,  if  successful  in  their 


efforts,  have  ignorantly  committed 
financial  and  industrial  suicide.  This 
conclusion  may  be  demonstrated 
briefly  by  what  will  undoubtedly  hap- 
pen, if  immigration  is  unrestricted,  in 
the  event  of  another  strike  in  the  coal- 
mining or  the  steel  industries. 

The  strength  of  labor  in  the  recent 
steel  strike  was  due  to  the  fact  that 
the  Steel  Corporation  and  other  com- 
panies could  not  draw  upon  a  labor  re- 
serve to  take  the  place  of  the  strikers, 
for  no  such  excess  supply  existed. 
The  evident  intention  of  the  steel  pro- 
ducers and  the  advocates  of  the  al- 
leged open  shop  is  to  have  through 
imm^ation  such  a  labor  reserve  avail- 
able in  the  event  of  future  strikes. 
The  significant  point  to  bear  in  mind 
in  this  connection,  however,  is  that 
this  excess  of  immigrant  labor  in  its 
psychological  and  poUtical  character- 
istics is  entirely  different  from  what  it 
was  before  the  war.  If  it  is  recruited 
from  southern  and  eastern  Europe,  it 
will  be  permeated  with  the  doctrines  of 
revolutionary  and  conmiimistic  social- 
ism. If  it  comes  from  northern  and 
western  Europe  and  Great  Britain,  it 
will  either  be  strong  and  firm  in  its 
trade  union  tenets  or  be  composed  of 
the  advocates  of  state  socialism.  If 
the  latter  groups  of  foreign-born  work- 
men predominated,  there  woidd  be 
nothing  to  fear,  for  it  would  mean 
nothing  more  than  the  unionization  of 
our  industries  upon  the  basis  of  stand- 
ards and  principles  which  have  re- 
ceived the  sanction  of  the  enUghtened 
elements  of  the  leading  industrial  and 
commercial  nations.  The  indications 
are,  however,  that  the  predominating 
elements  will  be  from  the  more  radical 
localities  of  southern  and  eastern 
Europe.  From  their  own  standpoint, 
Mr.  Gary  and  his  associates,  as  a  result 
of  their  activities,  therefore,  stand  to 
lose  in  either  event,  but  the  menace  to 
the  public  consists  in  the  fact  that 
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they  are  being  exposed  to  tremendous 
material  losses  and  to  the  impairment 
of  our  fundamental  democratic  institu- 
tions, through  the  misguided  idea  that 
the  method  of  achieving  business  and 
industrial  prosperity  is  to  stimulate 
inmxigration  and  destroy  or  weaken 
existing  labor  organizations. 

An  intelligent  and  patriotic  indus- 
trial statesmanship  as  regards  immi- 
gration at  the  present  time  would  base 
its  method  of  procedure  upon  the 
recognition  and  strengthening  of  legiti- 
mate labor  organizations  in  the  same 
enlightened  way  as  was  done  by  the 
federal  government  during  the  war 
period.  This  would  stimulate  labor  to 
be  a  cooperative  and  not  an  antagonis- 
tic factor  in  industry.  With  this  as  a 
starting  point,  through  conference  and 
discussion  under  governmental  aus- 
pices, labor  and  capital  could  agree  as 
to  a  poUcy  towards  immigration  which 
would  conserve  the  public  interest, 
maintain  trade-union  wages  and  stand- 
ards, and  make  possible  a  wholesome 
development  and  expansion  in  indus- 
try. This  is  what  should  be  done,  and 
our  experience  during  the  war  in  the 
control  and  distribution  of  the  labor 
supply  shows  that  it  is  entirely  practi- 


cable and  desirable.  It  assumes  that 
labor  is  not  a  conmiodity  or  an  article 
of  commerce  and  that  it  has  the  right 
to  collective  bargaining  and  collective 
recognition. 

From  present  tendencies,  however, 
there  is  no  indication  that  such  a 
policy  will  be  even  considered.  There 
should  be  undoubtedly,  however,  a 
temporary  control  or  exclusion  of  im- 
migrants at  once  until  the  Congress 
has  the  time  to  consider  the  question 
exhaustively.  When  it  does  have  the 
opportunity  for  ]>ermanent  l^islation, 
the  most  practicable  as  well  as  the 
most  possible  general  principle  or  pro- 
posal which  has  thus  far  been  ad- 
vocated is  to  restrict  inunigration  on  a 
percentage  basis,  a  cert^  proportion 
of  each  race  or  people  to  be  admitted 
to  the  country  each  year  on  the  basis  of 
the  numbers  of  such  races  or  peoples 
already  resident  in  the  United  States, 
as  shown  by  the  latest  census  returns. 
The  larger  proportions  of  our  new- 
comers would  thus  be  restricted  to 
the  peoples  of  northern  and  western 
Europe  and  Great  Britain  and  would  be 
more  nearly  akin  to  us  in  their  political 
institutions  and  ideals  and  their  indus- 
trial and  social  aspirations. 


Immigration  and  the  World  War 

By  Prescott  F.  Hall^ 
Secretary,  Executive  Committee,  Immigration  Restriction  League,  Boston 


THE  World  War  verified  at  least 
two  things  about  immigration 
which  had  been  previously  asserted  by 
experts,  but  doubted  or  ignored  by  the 
public.  The  latter  knows  very  little 
about  anthropology  or  the  history  of 
various  past  migrations;  and  its  opin- 
ions are  largely  influenced  by  its  local 
experience   and  by  the   articles   and 

*  Author  of:  Immigraium  and  lU  Efeda  on 
^  IJnii^  StaUs  (1906,  1908). 


news  items  in  the  newspapers,  most  of 
which  are  inspired  by  various  interests, 
and  which  give  usually  a  narrow  and 
immediate  rather  than  a  long  range 
point  of  view. 

The  first  point  proved  by  the  war 
was  that  the  inmiigration  of  a  million 
aliens  a  year  is  not  necessary  to  sustain 
the  industries  of  this  country.  During 
the  war,  there  was  practically  no  immi- 
gration, and  at  the  sapie  tiine  millions 
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<rf  men  were  taken  out  of  industry  for 
the  army  and  navy.  It  is  true  that 
production  in  many  Unes  was  curtailed; 
but  in  many  others  it  was  vastly  ex- 
tended. It  is  also  true  that  to  attract 
workers  to  the  expanding  trades  money 
wages,  and  in  some  cases  real  wages, 
were  sharply  advanced.  But,  in  the 
long  run,  high  wages  are  a  good  thing 
for  a  country  if  a  fair  day's  work  is 
given  for  them.  If  there  had  been  a 
great  general  shortage  of  labor  as  a 
residt  of  the  war  there  would  not  even 
now  be  requests  to  the  Division  of 
Distribution  of  the  Bureau  of  Inunigra- 
tion  to  stop  sending  aliens  into  various 
localities.  Undoubtedly  there  was,  for 
a  time,  a  shortage  of  workers  in  certain 
places  and  certain  industries.  The 
newspaper  reports  of  this  were,  how- 
ever, undoubtedly  exaggerated.  We 
must  remember  that  the  ideal  condi- 
tion, from  the  point  of  view  of  some 
employers  of  cheap  labor,  is  to  have 
two  men  waiting  for  every  job,  in 
order  to  keep  down  wages.  Such  a 
condition  results  in  an  immense  amount 
of  unemployment  and  misery,  and 
shows  that  labor  which  is  economically 
cheap  for  the  employer  is  seldom  so- 
cially cheap  for  the  community. 

The  second  point  demonstrated  by 
the  war,  and  the  most  important  one, 
was  in  regard  to  assimilation.  A  great 
deal  of  nonsense  had  been  preached 
and  swallowed  whole  by  the  people,  to 
the  effect  that  environment  is  all  im- 
portant and  heredity  of  little  account, 
in  considering  the  effects  of  immigra- 
tion. That  falsest  of  all  shibboleths 
"the  melting-pot"  had  hypnotized 
statesmen  and  legislators.  That  in- 
version of  Darwin's  real  teaching,  which 
pronounced  that  survival  indicated 
fitness  for  things  other  than  mere  sur- 
vival, had  permeated  the  pubUc  mind 
and  made  it  careless  of  current  changes 
and  of  the  future. 

Down   to    1860,   as   EUot   Norton 


pointed  out  in  The  Annals,^  the  United 
States  had  begun  to  develop  a  definite 
national  character  based  on  well-known 
Nordic  traits.  The  colonial  popula- 
tion had  consisted  of  picked  specimens 
of  Nordic  races.  The  Irish  immigra- 
tion of  1846  contributed  further  Nordic 
strains;  and,  what  is  important  to 
observe,  the  German  emigration  of 
1848  was  also  Nordic,  whereas  the 
more  recent  German  immigrants  are 
largely  Alpine.  Things  having  gone  so 
well  down  to  1860,  the  policy  of  the 
"open  door"  became  fixed,  in  spite  of 
the  warnings  of  Washington,  Jefferson, 
Adams,  Madison  and  Franklin  as  to 
the  danger  of  unguarded  gates.    • 

From  1860  and  especially  after  1880, 
the  whole  situation  changed.  In  1914, 
nearly  three-quarters  of  all  alien  immi- 
grants were  Alpine,  Mediterranean  or 
Asiatic  and  only  one-quarter  Nordic. 
In  other  words,  863  thousand  of  those 
coming  in  that  year  were  from  races 
with  a  different  historic  background, 
different  customs  and  different  ideals. 
This  change  had  been  proceeding  with 
increasing  intensity  for  forty  years. 

Now  the  temperamental  optimist, 
the  social  worker  and  the  average  citi- 
zen had  insisted  that  in  the  new  envir- 
onment of  America  the  aUen  rapidly 
changed  into  a  "good  American." 
When  the  evidence  did  not  entirely 
bear  this  out,  some  said  that  although 
the  aUen  might  be  assimilating  us  in- 
stead of  our  assimilating  him,  never- 
theless this  was  a  good  thing,  and  that 
the  mixture  of  conflicting  types  was  a 
benefit. 

The  World  War  completely  knocked 
out  these  cheerful  conclusions  by  re- 
vealing that  the  superficial  changes 
constituting  "Americanization"  were 
entirely  inadequate  to  affect  the  hered- 
itary tendencies  of  generations;  and 
that  a  mixture  of  conflicting  types  and 
opinions  seriously  affected  the  capacity 

1  Vol.  24,  p.  163  (July,  1904). 
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of  the  nation  to  think  and  to  act  as  a 
unit. 

Take  first  the  hostile  attitude  of 
many  of  the  immigrants  from  the  Cen- 
tral Powers.  Probably  a  large  majority 
of  those  of  German  descent,  especially 
of  those  descended  from  Germans  com- 
ing before  1870,  were  loyal.  But  the 
term  '^German"  as  used  in  statistical 
publications  is  quite  ambiguous.  Dr. 
W.  S.  Sadler  has  pointed  out^  that  in 
1600  Germany  was  almost  entirely 
Nordic.  Then,  owing  to  the  Thirty 
Years*  War  and  other  wars,  the  Nordic 
element  was  largely  kiUed  off  and  its 
place  taken  by  Slavic  Alpines,  so  that 
in  1^14,  Germany  was  90  per  cent  Al- 
pine and  only  10  per  cent  Nordic. 
This,  in  his  opinion,  accounts  largely 
for  the  fact  that  the  World  War  was 
fought  on  the  German  side  so  much 
more  lawlessly  and  cruelly  than  was  the 
War  of  1870.  The  characteristics  of 
the  Nordic  race  are  individual  initia- 
tive, love  of  personal  liberty,  and  a 
certain  chivaliy  and  sportsmanship. 
The  Alpine  and  Mediterranean  races 
on  the  other  hand  tend  to  centraliza- 
tion of  authority,  reUance  upon  the 
state,  and  in  war  to  subservience  and 
absence  of  moral  quality.  Another 
element,  the  Semitic,  is  largely  inter- 
national or  racial  in  its  interests. 

The  resistance  to  the  draft  law, 
whether  from  cowardice,  indifference 
or  conscientious  objection  revealed 
the  difference  in  attitude  between  the 
earUer  and  the  later  immigration,  and 
this  again  showed  that  apparent 
"Americanization"  was  built  in  many 
cases  upon  quicksand.  The  unani- 
mous opinion  of  American  and  French 
observers  was  to  the  effect  that  those 
American  regiments  composed  chiefly 
of  Nordic  stock  or  led  by  Nordic  oflB- 
cers  were  by  far  the  most  valuable. 

It  is  estimated  that  at  the  present 
time  from  40  to  55  per  cent  of  our  pop- 

^  Sadler,  W.  S.    Long  Heads  and  Round  Heads. 


ulation  are  still  Nordic.  It  is  also 
stated  that  at  least  ten  million  aliens 
of  non-Nordic  races  are  anxious  to 
come  here  at  once.  If  this  should  be 
kept  up  for  the  next  twenty  years,  it  is 
easy  to  see  that  anywhere  from  twenty 
to  forty  millions  or  more  of  non-Nordic 
races  might  come,  utterly  changing 
the  balance  of  race-stocks  in  this  coun- 
try. And,  as  everything  depends  upon 
the  people  who  are  here  to  do  things, 
especially  under  universal  suffrage, 
this  would  mean  at  the  worst  a  pro- 
foimd  change  in  our  institutions  and 
ideals,  and  at  the  best  an  ineffective- 
ness born  of  the  mixture  of  diverse 
elements. 

And  still  we  do  not  learn  the  lesson. 
We  forget  that  Egypt,   Greece   and 
Rome,  as  well  as  Chaldea,  Phoenicia 
and  Carthage,  perished  from  the  peace- 
ful invasion  of  alien  races.*    Still  we 
are   led   away   from   facing   matters 
squarely  by  the  red  herrings  of  distribu- 
tion of  aliens  and  "' Americanization." 
Neither  distribution  nor  Americaniza^ 
tion  is  possible  while  one  or  two  mil- 
lions of  alien  types  are  being  poured 
into  the  country.    I  do  not  say  that 
the  aims  and  efforts  of  those  engaged 
in  the  Americanization  movement  are 
wrong,  but  I  maintain  that  the  energy 
of  many  good  men  and  a  vast  amount 
of  money  are  being  diverted  from  the 
only  path  by  which  success  can  be  at- 
tained.   I  have  no  doubt  also  that  they 
are  encouraged  by  those  who  wish 
inunigration     left    practically     unre- 
stricted.   It  has  always  been  so  in  the 
past.    Any  important  change  in  habits 
of  thought  and  racial  tendencies  re- 
quires at  least  several  generations.    As 
I  have  said  elsewhere,*  "you  can  not 
make  bad  stock  into  good  by  changing 
its  meridian,  any  more  than  you  can 

•  See  an  excellent  historical  survey  by  Charles 
W.  Gould*  America^  a  PamUy  Matter  (Scrib- 
ners,  1920);  see  also,  Alfrod  P.  Schultz,  Race  or 
If on^ei  (Boston,  1908). 

*  Journal  of  Heredity,  X»  No.  8,  March*  1919. 
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turn  a  cart  horse  into  a  hunter  by  put- 
ting it  into  a  fine  stable,  or  make  a 
mongrel  into  a  fine  dog  by  teaching  it 
tricks. "  We  must  get  away  from  the 
one-dimension,  sentimental  point  of 
view  that  all  men  and  all  races  are 
potentially  equal,  and  from  the  two- 
dimensional  economic  view  which  con- 
siders man  as  merely  a  producing  and 
a  consuming  animal,  and  face  the 
truths  of  history  and  anthropology. 

How  much  has  "Americanization" 
changed  the  revolutionary  communists 
in  our  large  cities?  How  many  more 
agitators  are  being  allowed  to  come  in 
today  to  make  trouble  in  the  futiu«? 
They  can  not  be  detected  by  ordinary 
methods  of  inspection. 

WTiile  immigration  was  at  a  low  ebb 
and  patriotic  fervor  was  at  its  height 
during  the  war,  there  was  a  splendid 
chance  to  pass  a  stringent  immigration 
law,  even  over  a  probable  veto.  We 
did  nothing,  as  usual.  It  took  twenty- 
six  years  to  get  the  reading  test  into 
the  law,  although  it  is  the  most  valu- 
able restrictive  clause  we  have.  We 
are  dallying  with  oiu*  future  safety  just 
at  the  time  when,  as  Lothrop  Stoddard 
so  clearly  shows,  ^  there  is  a  probability 
that  the  brown  and  yellow  races  of 
Asia  will,  soon  resume  that  western 
movement  which  was  checked  for  a 
time  by  Charlemagne.  Bolshevism  is 
essentially  such  a  movement  of  orien- 
tal Tartar  tribes  led  by  Asiatic  Semites 
against  Nordic  bourgeoisie,  Japan  is 
arming.  Before  the  war  she  was  poor; 
now  she  is  rich.*    The  next  big  war 

»  Tke  Rising  Tide  of  Cdor.  (New  York. 
Scribners.  1920.) 

«  See  Thomas  F.  Millard,  The  New  Far  East, 
pp.  S3-S5;  Our  Eastern  Question,  p.  217. 


may  be  in  the  Pacific.  To  prepare 
for  that,  indeed  merely  to  maintain 
our  present  development,  we  need 
to  become  and  to  remain  a  strong, 
self-reUant,  luiited  country,  with  the 
only  unity  that  counts,  viz.,  that  of 
race. 

What,  then,  shall  we  do?  Exclude 
the  black,  the  brown  and  the  yellow 
altogether;  as  to  the  white,  favor  the 
immigration  of  Nordic  and  Nordicized 
stocks.  This  will  best  be  attained  by 
limiting  immigration  from  any  country 
annually  to  a  certain  per  cent  of  those 
from  that  country  already  naturalized 
here.*  Naturalization,  when  not  arti- 
ficially fostered,  is  one  of  the  best  tests 
of  assimilability,  and  experience  shows 
that  it  is  the  Nordic  races  that  become 
naturalized.  The  effect  in  a  year 
like  1914  under  a  50  per  cent  limitation, 
would  have  been  as  follows: 

Actually    Admissible 
admitted     under  bill 
Northern    and    Western 

Europe  189,177    1,090,500 

Southern    and    Eastern 

Europe  945,288       279,288 

In  other  words,  the  total  European 
immigration  would  have  been  reduced 
47  per  cent  by  reducing  that  from 
southern  and  eastern  Europe  71  per 
cent. 

Some  such  measures  as  these  are 
essential  to  the  perpetuation  of  what 
the  United  States  stands  for,  not  only 
within  its  boimdaries,  but  to  the  world 
at  large. 

•  This  proposition  is  embodied  in  H.  R.  10837 
of  the  06th  Congress  and  in  §9  of  H.  R.  12820 
introduced  by  the  Chairman  of  the  House  Com- 
mittee on  Immigration  Feb.  4, 1920. 
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Administrative  Problems  Growing  Out  of  the 
Immigration  Laws 

By  Lotus  F.  Post 

Assistant  Secretary,  United  States  Department  of  Labor 


WHILE  officially  aiding  in  the 
administration  of  immigra- 
tion laws,  I  shall  not  hold  myself  at 
liberty  to  discuss  immigration  subjects 
as  freely  as  I  hope  to  do  when  my 
official  responsibiUties  shall  have  come 
to  an  end.  I  see  no  reasonable  objec- 
tion, however,  to  indicating  at  this 
time  some  of  the  every-day  problems 
of  immigration  work  in  its  administra- 
tive finalities. 

To  the  extent  that  those  problems 
are  exasperating  or  otherwise  difficult, 
it  is  chiefly  because  they  involve 
humane  considerations  which  must  be 
dealt  with  by  administrative  processes 
as  foreign  to  the  human  side  of  life  as 
the  administration  of  public  works, 
and  with  even  a  narrower  margin  for 
administrative  discretion.  To  .  mini- 
nlize  the  unavoidable  hardships,  the 
present  Secretary  of  Labor,  Mr.  Wilson, 
has  gone  as  far  as  the  laws  permit. 
His  policy  is  indicated  by  an  admoni- 
tion to  immigration  officials  which  he 
published  in  his  first  annual  report, 
1913,  and  has  since  frequently  empha- 
sized. Referring  in  particular  to  immi- 
grant stations,  but  in  a  spirit  of  mani- 
fest allusion  to  the  whole  inunigration 
work,  he  said: 

While  regulation  and  exclusion,  and 
therefore  detention,  are  necessary  in  re- 
spect of  immigration,  it  should  be  under- 
stood by  all  who'^participate  in  adminis- 
tering these  laws  that  they  are  not  intended 
to  be  penalizing.  It  is  with  no  unfriendli- 
ness to  aliens  that  immigrants  are  detained 
and  some  of  them  excluded,  but  solely  for 
the  protection  of  our  own  people  and  our 
own  institutions.  Indifference,  then,  to 
the  physical  or  mental  comfort  of  these 
wards  of  ours  from  other  lands  should  not 
be  tolerated.    Accordingly,  every  reason- 


able effort  b  made  by  the  Department, 
within  the  limits  of  the  appropriations,  to 
minimize  all  the  necessary  hardships  of 
their  detention  and  to  abolish  all  that  are 
not  necessary. 

That  poUcy  may  have  fallen  far 
short  of  complete  reaUzation.  In  so 
vast  a  pubUc  service  bureaucracy,  with 
all  of  its  mechanical  insensitiveness  to 
the  human  element,  is  inevitable. 
Moreover,  every  administrative  detail, 
whether  of  humanity  or  of  efficiency, 
is  held  in  check  by  Congressional 
appropriations;  and  these  are  narrowly 
Umited  from  considerations  of  economy 
— ^unwarrantably  limited  it  would 
seem,  in  view  of  the  obtrusive  fact  that 
the  income  from  arriving  aliens  in 
head-money  alone,  since  the  beginning 
of  the  immigration  service  in  the  early 
nineties  has  exceeded  the  total  nmning 
expenses  of  the  service  by  consider- 
ably more  than  two  million  dollars. 
Furthermore,  the  administrative  dis- 
cretion of  the  Secretary  of  Labor  in 
immigration  cases  is,  as  noted  above, 
extremely  narrow.  In  consequence  of 
it  all,  individual  hardships  are  often 
more  severe  in  immigration  cases  imder 
the  administration  of  the  Secretary  of 
Labor  than  in  criminal  cases  under  the 
jiu^sdiction  of  the  courts. 

A  young  man,  for  instance,  arrives 
from  a  neighboring  country  of  the 
south;  he  has  lived  in  the  United  States 
for  three  years,  coming  from  Canada; 
he  had  gone  to  the  southern  country  to 
be  with  his  mother  during  her  serious 
illness,  having  for  that  purpose  tempo- 
rarily left  his  American-born  wife  and 
their  American-born  child  in  their  Uttle 
home  in  the  American  city  where  he 
is  regularly  employed.    Appearing  to 
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have  every  qualification  for  residence 
in  this  country  he  is,  in  immigration 
idiom,  "a  desirable" — at  any  rate,  not 
"an  undesirable."  So  the  inspectors 
pass  him  on  into  this  country.  But 
just  as  he  is  leaving  their  presence, 
hastening  to  his  wife  and  child,  one  of 
the  inspectors,  with  no  other  purpose 
perh^s  than  to  ""pass  the  time  o' 
day,"  asks  him  where  he  was  bom. 
Then  the  tragedy!  His  reply  abso- 
lutely bars  his  return  to  his  home  and 
family  in  this  country.  He  is  a  native 
of  British  India  and  to  British  India 
he  must  be  deported.  There  is  no 
administrative  discretion;  the  utmost 
that  can  be  done,  and  only  the  Secre- 
tary of  Labor  can  do  it,  is  to  permit 
him  to  visit  his  wife  and  child  tempo- 
rarily before  being  exiled  to  a  far 
countfy  in  which  he  has  not  been  since 
he  was  a  baby. 

For  another  instance,  an  alien  who 
has  resided  in  the  United  States  a 
score  of  years,  a  thrifty  workingman 
with  an  American-born  wife,  a  man 
who  has  built  a  home  and  reared  two 
boys  of  American  birth,  goes  to  the 
"old  country"  on  a  visit,  leaving  his 
family  behind  to  care  for  the  American 
home.  During  his  absence  the  iUit- 
cracy  test  is  inserted  in  the  immigra- 
tion law  over  the  President's  veto. 
Our  Americanized  alien  knows  nothing 
of  this  until  his  return.  In  every  other 
req)ect  he  is  admissible,  but  he  can  not 
read  forty  words  in  some  language  or 
dialect.  Very  delinquent  he  is,  to  be 
sure,  to  have  Uved  all  those  years 
unong  Americans  without  acquiring 
the  American  virtue  of  forty-word 
literacy  in  some  language  or  dialect; 
but  to  exclude  him  is  to  impose  an 
intolerable  hardship  upon  his  Ameri- 
can-bom family  as  well  as  himself. 
Yet  the  Secretary  of  Labor  has  no 
greater  discretion  than  to  admit  him 
tonporarily  on  a  visit  to  his  American 
home,  his  American-bom  wife  and  his 


American-citizen  sons,  after  which — 
exile. 

A  slightly  different  problem  occurs 
when  an  immigrant  family  is  admitted, 
all  but  one  member,  a  girl  it  may  be  of 
sixteen  or  eighteen,  who  is  certified  by 
the  official  physicians  to  be  a  mental 
defective  and  must  therefore  be  ex- 
cluded. The  family  may  protest  that 
she  is  normal  but  naturally  shy  and  is 
dazed  by  novel  surroimdings;  private 
experts  may  testify  to  her  normaUty; 
she  may  have  been  temporarily  ad- 
mitted from  absolute  necessity — as  in 
war-time,  and  while  awaiting  deporta- 
tion at  the  war's  end  may  have  demon- 
strated her  normality  even  to  the  ex- 
tent of  making  and  saving  money; 
yet,  there  is  no  discretion.  She  must 
be  deported.  Having  been  officially 
certifi^  as  "feeble-minded,"  or  for 
"constitutional  psychopathic  inferi- 
ority," her  exclusion  is  mandatory. 
Lest  she  get  into  the  poor-house  or  an 
asylum  at  public  expense,  or  become 
the  ancestor  of  a  line  of  American 
defectives,  no  security  for  the  one  nor 
proof  as  to  the  other  can  be  taken  by 
the  Secretary  of  Labor  as  a  condition 
of  permanently  admitting  her  to  her 
family.  She  must  be  mercilessly  sep- 
arated from  them  and  deported. 

A  somewhat  similar  problem  is  pre- 
sented when  a  resident  alien  sends  for 
his  family  to  make  him  the  American 
home  he  has  hoped  for  and  worked  for, 
and  upon  his  family's  arrival  one  of  the 
little  children  is  officially  certified  as 
mentally  defective.  Not  only  must 
the  defective  child  be  returned,  but 
the  mother  must  go  back  with  it  Us  its 
natural  guardian,  and  to  a  country  in 
which  she  no  longer  has  a  home. 
There  would  be  no  difference  if  the 
father  were  a  naturalized  citizen,  ex- 
cept that  in  this  case  the  mother,  being 
a  citizen  in  virtue  of  her  husband's 
citizenship,  would  not  be  compelled  to 
go  back  except  by  the  compulsion  of  a 
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mother's  love.  If  reasonable  discre- 
tion in  dealing  with  such  cases  were 
lodged  in  the  chief  administrator, 
adjustments  could  often  be  made  that 
would  serve  all  the  legitimate  pur- 
poses of  the  immigration  law  without 
inflicting  the  unnecessarily  severe 
hardships  or  promoting  the  immorali- 
ties that  spring  out  of  hopelessly 
interminable  family  separation. 

A  variety  of  these  hardship  cases 
arises  in  connection  with  the  various 
grounds  for  exclusion,  regarding  which 
the  administrative  authority  has  no 
discretion  but  must  follow  the  letter 
of  the  law.  Could  Congressmen  be 
confronted  with  such  rigid  cases  while 
voting  for  the  law,  it  is  inconceivable 
that  they  would  legislate  in  cold  blood 
to  compel  what  the  generalized  form 
of  the  law  as  they  enact  it  does  compel 
the  Secretary  of  Labor  to  do.  Granted 
that  in  the  interest  of  the  country 
mental  defectives  and  illiterates  and 
Hindus  and  all  the  rest  must  as  a  gen- 
eral proposition  be  excluded,  never- 
theless, provision  should  be  made  to 
avoid  or  modify  hardships  to  individ- 
uals. The  remedy  is  simple.  It  has 
been  propjosed  by  Secretary  Wilson  but 
Congress  has  rejected  it.  To  under- 
stand it  one  need  but  recall  the  old 
definition  of  chancery  powers,  which, 
as  I  recollect,  is  to  the  effect  that 
chancery  affords  that  special  relief  in 
individual  cases  which  the  law  **by 
reason  of  its  universality"  can  not 
anticipate.  What  is  needed  in  con- 
nection with  immigration  procedure  is 
a  chancery  power  whereby  the  Secre- 
tary of  Labor  may  be  appropriately 
humane  in  individual  cases  of  hardship 
which  the  immigration  laws,  by  reason 
of  their  necessary  universality  of 
application,  can  not  provide  for.  If 
the  chief  administrator  of  the  alien 
exclusion  laws  were  authorized  to 
relieve  individual  hardships  in  his 
discretion,  to  the  extent  even  of  abso- 


lute admission  if  necessary,  being 
required  to  state  his  reasons  on  the 
record  and  to  report  to  Congress  cases 
of  extreme  exercise  of  his  discretion, 
the  integrity  of  the  exclusion  laws 
could  be  conserved  without  the  imnec- 
essary  individual  suffering  which  gen- 
erates the  most  difficult  problems  of 
inunigrant  administration^ — problems 
that  are  heavily  charged  with  embar- 
rassment to  any  administrative  official 
who  regards  American  ideals  as  an 
essential  part  of  Americanism. 

Besides  the  numerous  problems  with 
reference  to  exclusion  from  this  coun- 
try, of  which  I  have  suggestively 
indicated  two  or  three  classes,  there 
are  serious  problems  with  reference  to 
expulsion.  These  are  often  less  em- 
barrassing than  the  others,  because 
the  Secretary  of  Labor  is  invested  with 
authority  to  decide  all  contested 
questions  of  fact.  He  can  not  expel  a 
resident  alien  without  himself  first 
deciding  upon  evidence  that  the  facts 
demand  it.  The  trial  is  not  a  jury 
trial,  nor  a  trial  under  all  the  safe- 
guards of  judicial  process;  but  a  con- 
siderate Secretary  of  Labor  has  the 
legal  power  to  decide  issues  of  fact  as 
a  considerate  jury  would.  Beyond 
that,  however,  he  has  no  discretionary 
powers  as  to  the  expulsion  of  resident 
aliens  any  more  than  he  has  as  to  the 
exclusion  of  immigrants.  If  he  finds 
that  a  resident  alien  does  in  fact  fall 
into  any  of  the  classes  whose  expulsion 
from  the  country  is  required  by  the 
immigration  statutes,  he  must  deport 
that  alien  regardless  of  the  inhumanity 
involved  and  without  the  slghtest 
reference  to  its  stultification  of  Amer- 
ican ideals. 

If,  for  instance,  and  I  allude  to 
actual  cases,  there  have  come  to  this 
country  several  alien  families,  some  of 
the  members  of  which  are  girls  ranging 
from  eight  to  ten  or  possibly  to  twelve 
years  of  age;  and  if  these  girls  when  in 
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their  early  "  teens  "go  to  work  in  Amer- 
ican stores  or  factories;  and  if,  seduced 
by  a  yearning  for  finery  which  they 
can  not  buy  out  of  their  scant  wages 
but  which  less  industrious  or  perhaps 
less  unfortunate  girls  indulge  in  with- 
out blame,  they  are  further  seduced  by 
American  men;  and  if,  treading  farther 
in  that  ugly  path  along  the  byways  of 
life  in  the  United  States,  they  plunge 
into  a  prostitutional  career;  and  if,  in 
some  police  raid  upon  an  American 
house  of  ill-fame,  they  are  caught  in 
the  net  and,  instead  of  being  dis- 
charged with  a  ten-dollar  fine  Uke  their 
American-bom  associates,  they  are 
given  over  to  an  immigrant  oflScer  who 
in  due  course  applies  to  the  Secretary 
of  Labor  for  a  warrant  of  deportation, 
— in  such  cases  the  Secretary  of  Labor 
has  no  alternative  but  to  deport  these 
alien  girls  to  a  coimtry  they  have  not 
seen  since  childhood,  a  country  in 
which  they  have  no  friends  to  go  to; 
and  this,  notwithstanding  piteous  ap- 
peals from  their  fathers  and  mothers 
for  permission  to  take  their  once  lost 
but  now  found  daughters  back  into 
their  homes.  If,  then,  we  were 
charged  with  rearing  prostitutes  for  a 
foreign  market,  could  we  complain? 

A  comprehensive  class  of  expulsion 
cases  out  of  which  embarrassing  prob- 
lems arise  includes  aliens  who  have 
resided  in  the  United  States  less  than 
five  years  and  were  mental  defectives 
in  any  degree  when  they  came,  or 
beggars,  or  diseased,  or  laborers  imder 
contract  to  come,  or  whose  passage 
money  was  paid  by  a  society,  munici- 
pality or  foreign  government.  In  such 
cases  the  Secretary  of  Labor  is  bound 
to  deport  those  aliens  whom  he  decides 
upon  the  evidence  to  be  within  any 
of  the  classes  described.  The  law 
gives  him  no  alternative,  although 
the  mental  defectiveness  has  wholly 
passed  away,  the  beggar  aliens  have 
become   usefid    members   of  society. 


the  importation  contract  be  long  since 
out  of  date,  the  contract-laborer  has 
become  an  employer,  or  the  passage 
money  has  been  repaid  long  since  out 
of  income  earned  by  useful  work.  No 
matter  how  the  circumstances  may 
have  altered  since  the  alien  came,  he 
must  be  deport^  if  they  existed  at  the 
time  he  came  and  he  be  caught  in  this 
country  within  five  years  after  his 
arrival.  This  is  also  true  of  persons 
who  were  either  prostitutes  or  "  anarch- 
ists" when  they  came.  Though  the 
former  have  become  virtuous  mothers 
of  American  children,  though  the  latter 
have  become  as  thorough-going  gov- 
ernmentalists  as  a  Kaiser  at  the  divine 
right  extreme  or  a  JeflFerson  or  Lincoln 
at  the  democratic,  nevertheless  the 
Secretary  of  Labor  must  deport  them 
for  what  they  were  when  they  came — 
if  any  friend  of  this  country  or  enemy 
of  the  accused  makes  the  accusation 
and  proves  it.  For  the  Secretary  to 
refuse  would  be  at  the  least  to  challenge 
verbal  assaults  for  maladministration. 
Even  in  legitimate  cases  for  expul- 
sion, the  questions  of  fact  on  which 
they  hinge  can  not  as  a  rule  be  deter- 
mined fairly  by  administrative  process. 
This  almost  mechanical  proceeding  is 
too  arbitrary  to  be  suited  to  American 
ideals  of  fair-play  when  humane  con- 
siderations are  involved.  The  kind  of 
process  which  determines  whether  an 
old  pubUc  building  shall  be  torn  down 
or  a  new  one  be  built  is  not  at  all 
adapted  to  determining  whether  a 
human  being  is  unfit  to  continue 
residing  in  an  American  community. 
When  human  rights  or  duties  are  in- 
volved, the  process  of  determination 
should  be  judicial,  not  administrative. 
There  is  really  no  very  good  reason 
why  an  alien  who  has  acquired  resident 
rights  in  the  United  States  should 
not  have  his  day  in  the  courts  of  his 
vicinity  before  any  administrative 
official  of  the  central  government  is 
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permitted,  much  less  commanded,  to 
deprive  him  of  those  rights.  To  expel 
an  individual  aUen  for  an  individual 


condition  or  individual  conduct  is  a 
very  different  thing  from  excluding 
alien  classes  as  a  political  necessity. 


The  Ultimate  Basis  of  Immigration 

By  Henry  Pratt  Fairchild,  Ph.D.^ 

New  Yoric  University 


THE  two  elemental  facts  in  both 
economics  and  sociology  are  that 
the  ultimate  source  of  all  wealth  is  land 
and  the  sole  means  of  making  this 
wealth  available  for  the  satisfaction  of 
human  desires  is  human  labor.  The 
absorbing  interest  of  mankind,  accord- 
ingly, is  and  always  has  been  how  to 
make  the  former  factor  yield  maximum 
returns  with  a  minimum  expenditure  of 
the  latter. 

All  the  compUcated  laws  and  prin- 
ciples of  economics  are  either  elab- 
orations or  interpretations  of  these 
basic  truths,  variations  upon  the  great 
central  theme  of  Hfe. 

It  follows  that  the  ownership  of  land 
is  the  primary  economic  desideratum, 
not  only  because  the  ownership  of  land 
carries  with  it  the  possession  of  the  im- 
mediate sources  of  wealth,  but  also  be- 
cause it  commonly  happens  that  if  one 
owns  enough  land  he  can  compel  some- 
one else  to  supply  the  labor  necessary 
for  the  production  of  wealth. 

The  most  illuminating  conception  of 
immigration  is  as  the  modem  aspect  of 
man's  perennial  search  for  land,  for 
that  is  what  it  is  in  the  last  analysis. 
The  power  back  of  immigration  is  one 
of  the  most  universal  and  insistent  of 
all  social  forces — ^land  hunger. 

Man  began  his  quest  of  land  long  be- 
fore there  was  any  economics  or  sociol- 
ogy to  explain  why  he  did  it,  long  before 
he  had  progressed  far  enough  in  in- 

*  Author  of:  Greek  Immigration  to  the  United 
States  (1911),  Immigration  (1918),  OvUine  of 
Applied  Sociology  (1916).— The  Edttob. 


telligence  to  be  conscious  of  what  he 
was  doing  himself.  His  early  search 
for  land  was  like  that  of  the  lower 
animals,  instinctive,  a  natural  reaction 
to  the  urge  of  hunger  and  the  pressure 
of  competitors.  We  may  think  of  the 
primitive  movements  of  population  as 
the  slow,  gradual,  unconscious  ex- 
pansion of  the  newly  differentiated 
human  species  over  the  area  suitable 
for  its  habitation,  an  area  ever  widen- 
ing as  the  species  developed  in  re- 
sourcefulness and  evolved  new  types  to 
fit  diversified  habitats. 

Fortunately  for  man,  during  the 
first  stages  of  his  dispersion  over  the 
habitable  globe  he  was  not  subjected  to 
opposition  from  other  groups  of  men. 
From  the  human  point  of  view,  he  was 
moving  into  uninhabited  territory;  his 
only  conflicts  were  with  other  species  of 
animals  and  with  inanimate  Nature. 
This  type  of  movement  continued  as 
long  as  there  were  uninhabited  regions 
to  be  appropriated.  This  period  in- 
cluded so  large  a  majority  of  the  whole 
span  of  human  existence  that  the  feel- 
ing of  movement  as  a  remedy  for 
stringency  apparently  became  closely 
interwoven  with  the  very  fibres  of 
human  nature  until  the  appetite  for 
land-appropriation — ^what  one  writer 
has  naively  transmuted  into  "the  right 
to  choose  a  home" — ^became  almost  in- 
stinctive. 

A  new  epoch  in  population  move- 
ments dawned  when  all  the  desirable 
sections  of  the  surface  of  the  earth  be- 
came inhabited  by  men,  so  that  the  op- 
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portunity  to  move  into  unappropriated 
land  was  no  longer  open.  From  that 
time  on  migration  became  of  necessity 
aggression  upon  the  territory  of  an- 
other group  whose  land,  whether  be- 
cause of  a  scantier  population  or  for 
some  other  reason,  api>eared  more  at- 
tractive than  that  held  by  the  aggres- 
sor. Such  aggression,  however,  was 
always  resented  by  the  invaded  group, 
because  (however  the  group  itself 
might  have  explained  it)  it  was  aimed 
directly  at  the  source  of  the  wealth  of 
the  group.  Resentment  was  accom- 
panied by  resistance,  and  thus  be- 
gan that  interminable  series  of  wars 
over  land  which  has  continued  down  to 
the  present  moment,  and  which  will  not 
cease  until  some  agency  for  guarantee- 
ing territorial  integrity  is  established 
other  than  the  armed  force  of  the 
groups  themselves.  The  conquests  and 
invasions  of  the  classical  times  and  the 
Dark  Ages  were  all  manifestations  of 
the  hostile  type  of  land-quest.  The 
activities  commonly  described  as  col- 
onization di£Fer  from  conquest  and  in- 
vasion primarily  in  the  fact  that  the 
groups  whose  land  is  seized  are  so 
inferior  in  either  numbers  or  cultiu^ 
that  they  can  oflFer  no  eflFective  re- 
sistance. 

The  discovery  of  the  Western  Hemis- 
phere and  the  other  great  discoveries 
which  marked  that  epoch  opened  a 
distinct  era  in  population  movements. 
The  new  features  were  due  partly  to  the 
enormous  extent  of  the  new  lands  and 
the  small  power  of  resistance  of  the 
inhabitants,  and  partly  to  other  his- 
toric U  factors  which  need  not  be  re- 
viewed here.  The  one  vital  diflFerence 
between  the  old  and  the  new  forms  of 
movement  is  that  the  nationals  of  a 
foreign  country  are  allowed  free  access 
to  modem  states,  jn-ovided  they  come  as 
individuals  and  on  their  own  initiative. 
This  is  the  essential  feature  which  sets 
immigration  off  as  something  entirely 


different  from  any  previous  population 
movement.  At  the  same  time  the  new 
movement,  although  peaceful,  is  none 
the  less  a  case  of  land-quest. 

Immigrants  from  European  and 
Asiatic  countries  come  to  the  United 
States,  Canada,  Argentina,  AustraUa, 
etc.,  primarily  because  the  land  situa- 
tion is  better  in  these  new  countries 
than  it  is  at  home.  Whatever  other 
motives  of  political  or  religious  op- 
pression, or  social  discrimination  may 
be  apparent  are  secondary,  not  only 
because  they  are  of  lesser  weight  but 
also  because  they  are  themselves  the 
result  of  social  conditions  which  the 
land  situation  has  created  or  made  pos- 
sible. The  United  States  is  a  demo- 
cratic country  primarily  not  because 
its  early  settlers  wished  to  make  it  so 
but  bemuse  it  comprises  a  scanty 
population  on  a  vast  domain  of  enor- 
mous natural  resources.  The  French, 
during  the  colonial  period,  tried  to  clap 
down  a  ready-made  aristocratic  system 
in  Canada,  but  found  that  it  would  not 
work.  There  is  evidence,  also,  that 
our  democracy  is  waning  with  the  in- 
crease in  the  density  of  our  population. 

From  our  point  of  view,  then, 
immigration  is  a  peaceful  and  per- 
mitted aggression  of  foreigners  upon 
the  territory  of  the  United  States. 
The  fact  that  most  of  the  recent  im- 
migrants do  not  themselves  become 
landowners,  or  even  work  directly  upon 
the  land,  does  not  alter  the  truth  of  that 
statement.  At  one,  two,  or  more  re- 
moves from  the  land  they  are  sharing 
the  benefits  of  our  unique  land  situa- 
tion, and  that  is  why  they  come.  This 
may  seem  a  harsh  way  of  stating  the 
case,  but  it  is  no  more  harsh  than  is  the 
operation  of  most  natural  laws.  One 
reason  why  we  have  tolerated  this 
peaceful  aggression  so  good-naturedly 
in  the  past  is  that  our  man-land  ratio 
was  in  fact  so  low  that  the  newcomers 
were  an  actual  advantage.    One  reason 
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why  the  restrictionist  sentiment  has 
grown  so  rapidly  in  recent  years  is  that 
population  has  become  so  congested 
that  the  advantages  of  foreign  ac- 
cessions are  at  the  best  doubtful. 

The  practical  questions  of  inmiigra- 
tion,  from  the  regulative  pK)int  of  view, 
are  two.  First,  has  the  development 
of  the  United  States  reached  the  point 
where  foreign  increments  are  actually 
of  no  benefit  to  the  country  at  large, 
socially  or  economically?  .Second,  as- 
suming that  we  as  a  nation  reap  no  net 
advantage  from  immigration,  are  there 
other  considerations  which  should  in- 
duce us  to  permit  its  continuance? 
Are  we  bound  by  any  obligations  of 
international  justice  or  humanitarian 
ethics  to  maintain  the  policy  of  ad- 
mitting unlimited  numbers  of  foreign- 
ers after  we  have  reached  the  pK)int  in 
our  national  development  where  the 
coming  of  these  foreigners  tends  in  the 
direction  of  an  unfavorable  man-land 
ratio? 

It  is  not  the  province  of  this  paper  to 
seek  to  answer  these  questions,  but  to 
point  out  the  fundamental  considera- 
tions which  must  be  taken  into  account 
in  formulating  the  answer. 

A  favorable  man-]and  ratio  hes  at 
the  basis  of  democratic  institutions,  of 
a  high  standard  of  living,  of  a  progres- 
sive economic  civilization,  and  in  fact 
of  practically  all  the  elements  of  an  en- 
viable national  situation.  It  is  there- 
fore the  most  valuable  heritage,  of  a 
nation.  And  since  a  favorable  man- 
land  ratio,  once  lost,  can  be  recovered 
only  with  the  greatest  difficulty  if  at 
all,  a  nation  is  justified  in  regarding 
infringements  on  such  a  ratio  as  direct 
attacks  upon  its  welfare  not  only  for 
the  present  but  also  for  the  future. 

Every  nation  with  an  unfavorable 
man-land  ratio,  and  the  individual 
members  of  such  a  nation,  look  with 
enWous  eyes  upon  other  nations  which 
are  more  fortunately  situated,  and  are 


urged  by  the  most  natural  of  impulses 
to  seek  to  share  in  their  advantages  in 
all  possible  ways.  The  most  direct 
way  is  to  transfer  the  surplus  popula- 
tion from  the  more  crowded  to  the  less 
crowded  country.  In  the  manner  of 
colonization  this  transfer  is  made  by 
the  authority  of  the  state,  and  the 
natives  of  the  country  of  destinaticm 
are  so  poVerless  that  their  convenience 
is  not  consulted.  In  the  case  of  im- 
migration the  transfer  is  made  by  the 
initiative  and  on  the  resources  of  the 
individual  migrants,  and  the  consent 
of  the  receiving  nation  is  a  necessity. 
There  is  little  question  on  the  part  of 
students  of  sociology  or  political  science 
that  it  is  well  within  the  scope  of  the 
inherent  rights  of  the  receiving  nation 
to  limit  this  consent  in  any  way  or  to 
refuse  it  altogether. 

There  is  not  the  slightest  groimd  for 
assuming  that  the  natural  iu*ge  to 
migrate  to  the  United  States  will  cease 
as  long  our  man-land  ratio  and  the 
social,  political  and  economic  condi- 
tions which  arise  out  of  it  are  suf- 
ficiently superior  to  those  of  the  most 
crowded  and  most  backward  country  in 
the  world  so  as  to  promise  any  ad- 
vantage to  the  people  of  that  coimtry 
as  a  reward  for  migration.  The  same 
principle  applies  to  all  countries  in 
general.  The  natural  culmination  of 
unrestricted  immigration  would  come 
only  when  the  man-land  ratio  of  all 
countries  had  been  reduced  to  a  com- 
mon level,  and  that  level  would  be  the 
equivalent  of  that  which  prevailed  in 
the  most  poorly  situated  coimtry. 

The  problem  at  the  present  time 
presents  two  aspects  from  the  point  of 
view  of  the  United  States.  The  first 
concerns  immigration  from  European 
countries,  the  second,  that  from  Orien- 
tal lands.  Before  the  war  the  process 
of  equalizing  advantages  between  the 
countries  of  Europe  and  America  had 
progressed  so  far  that  there  was  no 
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Icmger  a  strong  incentive  for  the 
common  people  of  the  more  favored 
European  countries  to  migrate,  and 
immigration  from  England,  Ireland, 
Germany,  the  Scandinavian  countries, 
etc.,  had  fallen  to  small  proportions. 
The  immigration  from  the  less  fortu- 
nate countries  of  the  south  and  south- 
east, on  the  other  hand,  was  large  and 
increasing.  What  the  eflFects  of  the 
war  will  be  it  is  as  yet  too  early  to  de- 
termine with  certainty.  There  is  much 
evidence  that  a  European  immigration 
exceeding  the  maximum  prewar  figures 
is  impending.  If  this  is  true,  it  means 
that  although  the  war  reduced  the 
population  of  European  nations,  it  also 
destroyed  capital  and  organization  to 
such  an  extent  as  to  have  actually 
made  the  man-land  ratio  less  favorable. 
With  reference  to  Oriental  immigra- 
tion the  acute  problem  is  now  con- 
cerned with  the  Japanese.  There  is  no 
question  that  the  restlessness  of  the 


Japanese  nation  is  due  at  bottom  to  the 
congestion  of  a  prolific  people  upon  a 
land  of  limited  productive  area.  This 
is  generally  recognized,  and  it  is  fre- 
quently asserted  that  such  a  nation 
must  have  an  outlet — "not  the  United 
States,  of  course,  but  Manchuria, 
Korea,  or  Siberia." 

Such  a  statement  brings  up  the  crux 
of  the  whole  immigration  problem,  not 
only  with  reference  to  the  Japanese  but 
also  with  reference  to  all  other  peoples. 
It  may  be  briefly  stated  thus:  Has  a 
nation  whose  population  is  expanding 
beyond  its  own  resources  to  such  an 
extent  as  to  threaten  its  standard  of 
living  a  right  to  look  for  an  outlet  in 
some  other  land?  Or  has  the  time 
come  to  deny  the  right  of  a  nation 
which  is  suflFering  stringency  because  of 
an  unrestrained  growth  of  population 
to  seek  relief  by  encroaching  on  the 
territory  of  a  more  fortunate  or  more 
self-controlled  country.^ 


Immigration  and  the  Future 

By  Frances  Kellor^ 
New  York  City 


AMONG  the  news  columns  of  today 
one  finds  items  Uke  the  follow- 
ing: "Twenty-five  miUion  people  try- 
ing to  come  to  America,"  "Congress 
asked  to  suspend  immigration  for  two 
3rears/'  "Italian  syndicate  organized 
to  promote  inunigration  and  to  assist 

*  Miss  Kellor  is  the  organizer  and  Vice-Chair- 
man  of  The  Inter-racial  Council;  the  Chairman 
of  the  Board  of  the  American  Association  of 
Foreign  Language  Newspapers,  which  she  re- 
organized and  put  under  American  control. 
Sbe  was  Chief  of  the  New  York  SUte  Bureau  of 
Industnes  and  Immigration  before  the  war,  and 
in  €hBTge  of  the  War  Work  Extension  of  the 
Board  of  Education  of  the  Department  of  the 
Interior.  She  is  the  author  of  Out  of  Work, 
Straighi  America  and  Immigration  and  the  Future. 
9ie  has  recently  returned  from  a  study  of 
oonditions  in  Europe. — The  EorroR. 


Italian  immigrants  in  their  enterprises 
in  other  countries;  special  schools 
organized  to  teach  such  emigrants  to 
read  and  write  and  to  trade,  so  the 
investments  of  the  syndicate  may  yield 
a  big  return  .  .  .";  "European 
radical  labor  chiefs  plan  to  invade 
America  .*  .  .";  "Overseas  cor- 
poration organized  to  bring  in  the 
families  in  Europe  of  immigrants  in 
America  at  $300  per  family  .  .  ."; 
"Riot  in  America  between  the  Veni- 
zelosists  and  royalists  over  the  Greek 
election  .  .  .";  "Russian  trial,  in 
the  style  of  modem  justice  in  Revolu- 
tionary Russia,  took  place  last  week 
in  New  York  when  a  comrade  was 
tried  for  misappropriating  relief  funds 
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before  the  Comrades  Judicial  Tribunal. 
Three  speeches  were  allowed  for  acquit- 
tal and  three  for  conviction,  and  upon 
conviction  the  penalty  imposed  was 
publicity  of  the  case  and  the  restitu- 
tion of  property  was  ordered  .  .  ."; 
"Commissioner-General  of  Immigra- 
tion goes  abroad  to  study  conditions, 
and  while  he  is  on  his  way  to  Europe 
the  Commissioner  of  Immigration  at 
the  port  of  New  York  accuses  the 
countries  to  which  he  is  going  of  a  plot 
to  dump  the  radicals  and  criminals 
upon  America." 

What  do  these  and  similar  items  of 
national  and  international  news  de- 
note? WTiat  is  their  significance  in 
American  life,  and  what  do  they  por- 
tend in  immigration  affairs  at  a  time 
when  immigration  is  one  of  the  most 
vital  of  questions  which  affect  people 
of  all  nations? 

They  denote,  first,  a  great  confusion 
in  American  pubUc  opinion  upon  the 
subject  of  immigration,  concerning  the 
facts  and  fundamental  questions  in- 
volved, and  concerning  the  new  prob- 
lems which  the  war  has  brought.  They 
denote  a  divided  pubUc  opinion  with 
little  clear  leadership  one  way  or  the 
other.  They  denote,  also,  a  lack  of 
definition,  an  impatience  with  truth 
and  a  dislike  of  dispassionate  analysis; 
characteristics  of  the  public  mind  that 
must  be  dissipated  if  we  are  to  deal 
wisely  and  justly  with  the  immensely 
difiScult  and  delicate  inmiigration  prob- 
lems. Evidences  are  not  wanting  that 
informed  minds  and  calm  judgments 
will  be  needed  to  steer  a  safe  passage 
through  the  immigration  shoals,  for 
between  the  temporary  rush  of  people 
to  this  country  to  escape  the  post-war 
conditions  in  Europe  and  the  intention 
of  Americans  to  stop  that  rush  to  the 
United  States,  many  treacherous  spots 
intervene. 

Among  these  treacherous  spots  in 
a  judgment  of  inmiigration  are  the 


use  of  the  quantitive  tests  whether  in 
the  admission  of  immigrants  or  in 
their  naturalization.  To  continue  to 
use  these  artificial  tests  to  gauge 
assimilation  either  by  percentages  or 
by  the  numbers  naturalized  is  to  per- 
mit the  continuance  of  the  superficial 
tests  which  obtained  during  the  war, 
and  which  since  then  have  been  re- 
vealed in  all  their  hopeless  inadequacy. 
Furthermore,  to  gauge  assimilation 
by  the  prosperity  of  immigrants  is  to 
give  undue  recognition  to  the  crude 
tests  which  industry  supplies.  It  is 
not  so  much  a  question  as  to  whether 
one  thousand  or  ten  thousand  immi- 
grants come  to  the  United  States  as  it 
is  where  they  come  from,  why  they 
come,  what  they  have  in  mind,  what 
their  nations  expect  of  them  and  what 
amount  of  assimilative  process  they 
require.  It  is  not  so  much  a  question 
as  to  whether  there  is  work  for  one 
thousand  or  ten  thousand  immigrants 
as  it  is  whether  there  is  a  business  sys- 
tem which  will  provide  for  their-  re- 
ception, distribution  and  adjustment, 
and  which  will  insure  economic  assimi- 
lation. It  is  not  so  much  a  question 
as  to  whether  immigrants  have  equal 
opportunity  with  Americans  as  it  is 
whether  there  is  a  feeling  of  racial 
recognition  and  reciprocity  and  a 
willingness  to  welcome  the  immigrant 
to  participate  in  American  affairs 
which  will  insure  that  finer  assimila- 
tion which  only  the  American  spirit. 
can  define. 

The  importance  of  taking  these  into 
consideration  is  indicated  by  changes 
in  the  immigrant  himself.  However 
much  the  immigrant  may  look  and 
act  upon  arrival  as  did  his  predecessor, 
the  fact  remains  that  he  is  a  rather 
different  person  since  the  war,  partly 
because  of  his  own  experience  and 
partly  by  reason  of  the  necessities  of 
his  home  country.  He  is  weary  of 
fighting,  of  hunger  and  privation,  and- 
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wants  with  little  effort  a  rest  and  pros- 
perity. He  is  suffering  from  economic 
as  well  as  from  military  shellshock, 
and  pressure  to  increase  his  produc- 
tion at  lower  costs  does  not  appeal  to 
him.  He  is»  in  some  cases,  in  sym- 
pathy with  Bolshevist  doctrines  as  he 
inteiprets  them.  These  attitudes  pf 
mind  might  be  dealt  with  easily  if  the 
immigrant  who  now  comes  to  America 
were  a  wholly  free  agent,  if  he  had 
burned  all  his  bridges  behind  him  and 
if  he  always  looked  forward  instead  of 
so  often  backward. 

It  now  so  happens  that  as  a  result 
of  the  war  Europe  and  the  United 
States  both  have  different  desires, 
while  before  the  war  the  desires  of 
both  Europe  and  the  United  States 
were  more  nearly  alike.  The  United 
States  is  now  bent  upon  increasing 
production  and  lowering  its  cost, 
upon  an  open  shop  contest,  and  to 
further  this  it  wants  immigrant  man- 
power. The  United  States  needs  con- 
sumers to  take  up  the  cheaper  lines  of 
goods  to  prevent  waste,  and  thus  lower 
the  cost  of  Uving,  and  for  this  it  relies 
upon  new  immigration.  The  United 
States  needs  immigrants  with  habits 
of  thrift  and  frugality  who  will  accu- 
mulate savings,  and  thus  increase 
capital  for  new  enterprises,  and  for  this 
it  needs  immigrant  wage-earners.  In  a 
word,  if  the  incoming  inunigrant  does 
not  contribute  some  or  all  of  these 
things,  Americans  do  not  want  him 
because  his  coming  will  be  a  failure 
for  himself  and  for  this  country. 

Before  the  war,  Europe,  prosperous, 
powerful  and  sure  of  its  future,  was 
content  to  have  millions  of  its  emi- 
grants go  to  America  to  help  build  a 
greater  America,  in  the  belief  that 
when  an  emergency  call  came  they 
would  return  home.  The  war  re- 
vealed to  European  nations  how  great 
in  men  and  resources  and  in  ambition 
and    power   was   this  country   which 


they  had  helped  to  build.  It  also 
revealed  to  them  the  great  difficulty 
of  holding  the  allegiance  of  their  own 
immigrants  when  once  they  had  learned 
our  language,  had  acquired  new  homes 
and  citizenship,  and  had  invested  their 
savings  in  the  United  States. 

Necessarily,  then,  Europe  so  sorely 
in  need  as  it  is  today  of  money  and 
markets,  savings  and  leadership,  and 
so  insecure  as  to  future  peace,  while 
it  favors  the  emigration  of  its  people  to 
reUeve  the  economic  strain,  however, 
is  not  greatly  in  sympathy  with  as- 
similation or  Americanization  of  her 
emigrants  in  immigration  countries. 
Rather  is  she  bent  upon  a'  policy  of 
race  separation  by  which  each  coimtry 
not  only  hopes,  but  will  eventually 
plan,  to  keep  its  nationals  united 
wherever  they  may  be.  This  policy 
is  contrary  to  that  of  the  United  States, 
where  all  inmiigrants  are  urged  to  be- 
come citizens. 

The  first  step  in  the  future  immigra- 
tion policy  of  Europe  is  to  encourage 
all  residents  belonging  to  the  minor 
nationalities  in  any  given  country  to 
emigrate.  This  is  best  exemplified 
in  the  movement  to  expel  Hungarians 
from  Czecho-Slovakia  and  Jews  from 
all  European  countries.  This,  in  ad- 
dition to  economic  pressure,  explains 
the  great  rush  toward  the  United 
States  and  to  other  inmiigration  coun- 
tries. The  new  immigrants  are  refu- 
gees, not  only  from  the  war,  but  also 
from  the  new  European  policy  by 
which  each  country  wishes  to  keep  its 
racial  strain  pure.  In  case  of  future 
wars,  each  European  nation  will  try 
to  lessen  the  risk  of  disloyalty  or 
treason  from  within,  for  each  realizes 
that  there  may  come  a  time  when  it 
may  eventually  stand  alone,  dependent 
wholly  upK)n  itself.  This  much  the 
delay  in  the  fimctioning  of  the  League 
of  Nations  and  subsequent  events 
since  the  war  have  taught  the  nations 
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of  Europe.  They  think  now  not  so 
much  in  terms  of  peace  as  of  future 
wars,  and  plan  accordingly. 

The  second  step  by  European  na- 
tions in  this  policy  of  race  separation, 
as  opposed  to  the  American  policy  of 
assimilation,  is  the  recall  of  nationals 
which  began  soon  after  the  war  had 
ended.  This  recall  has  two-  objects  in 
view:  first,  to  obtain  information  at 
first  hand  concerning  the  immigration 
country,  its  resources  and  oppor- 
tunities, and  to  benefit  by  the  immi- 
grant's knowledge  and  savings;  second, 
to  infuse  him  with  a  new  sense  of 
nationalism  and  devotion,  in  order  to 
further  the  fiscal  and  industrial  plans 
of  his  native  country. 

The  third  step  in  this  policy  is  the 
encouragement  of  emigration  and  its 
control  after  arrival  in  the  new  coun- 
try. The  federal  oflBcial,  who  in  a 
recent  speech  charged  European  gov- 
ernments with  a  plan  to  dump  their 
criminals  and  radicals  on  the  United 
States,  was  but  voicing  a  worn-out 
American  interpretation  upon  the  pres- 
ent immigration  movement  which  has 
an  object  far  more  astute,  far  more  far- 
reaching  than  is  yet  apparent  on  the 
surface.  It  is  not  to  the  advantage 
of  European  countries  in  need  of 
money,  man-power,  material  and  mar- 
kets to  spoil  the  large  field  of  revenue 
and  power  which  they  see  in  inunigra- 
tion  countries  by  the  adoption  of  any 
such  short-sighted  plan.  They  are 
planning  a  far  more  statesmanlike 
handling  of  the  situation  which  in- 
cludes the  future  as  well  as  the  present. 

Foreign  nations  mean  to  control 
the  interests  of  these  immigrants  in 
new  countries  in  the  following  ways: 
1.  They  mean  to  protect  them  and 
win  their  gratitude.  With  this  end 
in  view,  Holland  has  suggested  calling 
a  conference  of  European  states  to 
consider  uniform  plans  for  the  pro- 
tection of  emigrants  to  be  appUed  in 


countries  of  immigration.  Many 
countries  have  already  enlarged  the 
powers  of  their  consulates  in  the 
United  States  to  protect  their  immi- 
grants; and  they  are  supporting  socie- 
ties and  homes  and  movements  to 
look  after  their  nationals.  They  are 
encouraging  them  to  apply  to  their 
consulates  for  advice  and  assistance. 
In  this  work  they  have  able  support 
from  a  considerable  part  of  the  foreign 
language  press  in  this  country.  Some 
countries  have  gone  so  far  as  to  sus- 
pend emigration  to  countries  which  do 
not  protect  inunigrants  and  which 
do  not  provide  them  with  good  oppor- 
tunities; and,  on  the  other  hand,  to 
facilitate  emigration  to  those  countries 
which  oflFer  such  protection  and  oppor- 
tunities. 2.  They  mean  to  control 
the  interests  of  their  immigrants  by 
obviously  advancing  their  economic 
interests,  by  securing  in  advance 
concessions  of  free  land,  farm  equipH 
ment,  commercial  opportunities  and 
investments.  3.  They  mean  to  exer- 
cise this  control  through  education, 
by  means  of  the  establishment  of 
schools,  and  by  supporting  the  foreign 
language  press  through  advertising, 
and  by  fostering  the  establishment 
of  cultural  societies;  all  for  the  purpose 
of  perpetuating  the  language,  ideals, 
culture  and  interests  of  the  native 
land  of  the  inmiigrants.  They  mean 
to  promote  such  control  through  com- 
mercial organizations  and  to  use  intel- 
ligently their  nationals  in  trading 
companies  to  advance  the  sale  of  goods 
in  the  United  States  and  to  help  them 
to  secure  new  markets.  To  this  end 
many  such  companies  have  already 
been  established,  and  commercial  mag- 
azines in  foreign  languages  are  fast 
making  their  appearance  as  trade 
propagandist  magazines.  They  mean 
also  to  keep  in  touch  with  their  na- 
tionals by  social  events,  and  so  far  as 
the  United  States  is  concerned,  it  will 
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increasingly  see  distinguished  mem- 
bers of  these  races  visiting  their  na- 
tionals here  as  guests  of  honor  for  the 
purpose  of  keeping  home  ties  closer. 
They  mean,  at  least,  to  consider  the 
advisabiUty  of  giving  their  nationals 
abroad  representation  in  the  home 
country.  Thus  we  may  see  presently 
the  racial  societies  in  this  country 
selecting  such  representatives  to  at- 
tend conventions  and  sittings  in  the 
native  country. 

To  accomplish  all  this,  foreign  na- 
tions will,  therefore,  favor  the  estab- 
lishment of  immigrant  banks,  and  of 
branch  banks  in  immigration  countries 
where  the  native  language  is  spoken, 
thus  to  stimulate  the  transmission  of 
money  home  and  of  investments  in  the 
homeland.  They  believe  that  if  the 
pocket-book  of  the  immigrant  can  be 
safely  tied  to  the  homeland  all  will  be 
well. 

Should  the  carrying  out  of  these 
plans  be  less  successful  in  some  immi- 
gration countries  than  in  others,  Euro- 
pean nations  will  then  divert  their 
emigrants  to  the  more  favorable  coun- 
tries. On  the  other  hand,  if  it  pays 
better  they  will  keep  them  at  home,  or 
they  will  work  out  plans  for  the  ex- 
change of  immigrants  on  the  basis  of 
temporary  labor  on  some  such  arrange- 
ment as  now  exists  between  Italy  and 
France  whereby  the  former,  having  a 
surplus  of  men,  lends  them  to  France 
in  exchange  for  coal  and  according  to 
specified  agreement  as  to  their  wages 
and  living  conditions.  In  the  new 
epoch  we  shall  see  more  rather  than 
less  of  this  commercial  negotiation  in 
which  men  are  the  pawns  of  nations. 

What  effect  will  this  have  upK)n  the 
economic  values  of  the  immigrant  to 
the  United  States?  The  present  immi- 
grant is  not  eager  to  do  the  kind  of 
work  which  America  most  needs  to 
have  done.  This  changed  attitude  on 
his  part  may  be  due  to  several  reasons. 


If  he  is  a  reservist,  who  has  fought  in 
the  war,  he  tells  us  that  he  expects 
something  better  from  America  than 
the  rough  work  he  did  before  the  war. 
If  he  has  been  through  great  hardships 
in  the  war,  he  says  that  he  is  not  look- 
ing for  an  immediate  job,  but  for  an 
opportunity  to  escape  from  the  results 
of  the  war  in  his  home  country.  In 
any  case,  when  he  arrives  in  America 
he  tells  us  that  he  does  not  intend  to 
do  hard  manual  labor.  This  changed 
attitude  of  the  immigrant  toward 
manual  labor,  considered  in  terms  of 
production,  compares  unfavorably  in 
capacity,  adaptability,  skill  and  will- 
ingness with  that  of  the  immigrant 
who  is  returning  to  Europe.  A  balance 
to  our  credit  in  numbers  may  thus 
more  than  be  offset  by  differences  in 
capacity  and  willingness  to  work. 

The  employer,  therefore,  is  making 
discoveries  which  are  disturbing.  In 
the  near  future  he  may  not  only  have 
to  employ  two  immigrants  from  the 
the  incoming  class  to  do  the  work  of 
one  of  the  class  before  the  war;  and  he 
may  not  only  have  to  pay  them  at 
very  nearly  the  same  rate  as  the  earlier 
immigrant  received,  but  he  may  also 
have  to  deal  with  a  new  kind  of  work- 
man who  brings  with  him  the  Bol- 
shevist theory  of  "working  slowly  on 
the  job."  Moreover,  the  employer 
finds  that  the  new  immigrant  is  more 
restless  and  more  eager  to  get  some- 
thing for  nothing  than  was  his  prede- 
cessor, which,  of  coiu-se,  adds  to  the 
employer's  increasing  cost  of  pro- 
duction. 

Few  business  men  realize  to  what 
an  extent  the  war  has  accentuated 
the  internationalism  of  the  immigrant. 
Today,  the  smallest  employer  or  banker 
in  the  most  remote  American  indus- 
trial village  is  now  called  upon  to  deal 
with  questions  which  have  their  origin 
in  circumstances  quite  beyond  his 
conception,    and    with    forces    which 
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have  been  in  existence  for  centuries, 
and  which  now  are  operating  through 
thousands  of  miles  to  reach  him.  He 
is,  in  most  instances,  quite  unaware 
that  the  immigrant  is  a  different  unit 
of  power  from  the  native-bom  work- 
man. The  immigrant  has  traditions, 
customs,  habits  of  thought  and  cen- 
turies of  inheritance  which  the  em- 
ployer generally  knows  Uttle  about,  and 
because  of  this  ignorance  may  offend 
him,  thus  unwittingly  causing  a  last- 
ing resentment.  The  immigrant  work- 
man is  the  subject  of  solicitation  from 
forces  across  the  sea  that  the  average 
employer  hardly  more  than  suspects — 
be  they  the  propagandist  from  Russia, 
the  appeals  from  his  family  in  Europe 
or  the  importunities  of  his  native 
government.  He  has  worries  and 
responsibiUties,  the  extent  and  serious- 
ness of  which  the  employer  can  not 
possibly  imagine,  especially  when  he 
has  his  own  mind  fully  occupied  with 
questions  of  wages,  housing  and  pro- 
duction. When  the  immigrant  work- 
man goes  home,  it  is  not  to  a  considera- 
tion of  affairs  which  the  American 
readily  understands,  but  it  is  more 
often  to  read  his  foreign  language 
papers  or  to  talk  with  his  friends  about 
conditions  in  the  native  land  and  what 
he  can  do  to  help  change  them. 

Then,  too,  business  will  have  to 
bear  the  cost  of  immigration  turnover 
which  is  so  evidently  imminent,  be- 
cause the  intention  of  foreign  countries 
to  hold  their  immigrants,  the  improved 
facihties  for  transportation  which  will 
facilitate  their  return,  the  negotiations 
between  countries  which  will  tend  to 
uproot  men  settled  in  one  country  to 
embrace  what  seem  to  be  better  oppor- 
tunities in  another,  all  of  these  will 
increase  immigration  turnover. 

Many  aliens  who  had  been  regarded 
by  American  employers  as  "settled" 
have  become  imbued  ^^ith  a  spirit  of 
nationaUsm  that  has  created  a  desire 


to  return  to  the  homeland.  Few 
American  plants  have  kept  the  records 
of  labor  turnover  by  races,  but  as  an 
illustration,  it  was  found  in  one  plant, 
where  such  records  were  kept,  that  the 
turnover  among  native-bom  employes 
was  66.8  per  cent,  while  among  those 
of  foreign  birth  it  was  104  per  cent; 
that  among  the  foreign-born  employes, 
who  were  naturalized^  the  turnover  was 
82  per  cent,  while  among  those  who 
were  still  aliens  it  was  110.9  per  cent. 
As  it  costs  this  particular  plant  about 
fifty  dollars  per  head  for  hiring  and 
training  each  new  worker,  a  further 
analysis  of  the  labor  turnover  indi- 
cated that  the  cost  per  unit  ci  increase 
was  $163.41  for  native  bora;  $194.17 
for  naturalized  foreign  bom;  and 
$523.86  for  the  unnaturalized  foreign 
born.  Incidently,  these  discoveries 
illustrate  a  practical  value  to  industry 
of  separating  on  all  cost  sheets  native 
and  foreign-bom  workmen,  a  plan 
which  so  far  few  employers  have 
adopted.  The  total  cost  of  inmiigra- 
tion  turnover  to  American  industry 
can  not  be  as  yet  estimated. 

Who  can  estimate,  for  instance,  the 
cost  to  American  industry  of  training 
aliens  up  to  a  point  of  efficiency  in 
production  and  organization  methods* 
and  then  have  them  return  as  competi- 
tors to  Europe?  Who  can  estimate 
what  it  will  cost  American  industry, 
which  receives  the  inexperienced  peas- 
ant from  Europe,  undernourished  by 
the  war,  to  convert  him  into  a  well- 
conditioned,  experienced  workman; 
and  then  return  him  to  Europe  to  pro- 
duce goods  in  competition  with  Ameri-' 
can  products?  Who  can  foresee  what 
it  will  cost  American  business  to  re- 
ceive a  miUion  immigrants  a  year, 
teach  them  American  methods,  Ameri- 
can technical  skill,  American  ideals, 
the  English  language;  and  then  have 
half  of  them,  or  more,  return  to  their 
native    land    in    an    imfriendly    and 
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UDsympatlietic  attitude  towards  Amer- 
ican business  and  towards  the  country, 
and  with  the  bulk  of  their  savings 
from  American  wages  in  their  pockets? 

There  are  some  who  believe  that 
American  business  is  under  obliga- 
tion to  make  such  a  post-war  contribu- 
tion to  Europe.  Granting  this,  would 
it  not  be  well  for  the  American  busi- 
ness man  to  know,  not  only  that  this 
is  a  contribution  to  Europe,  but  also 
what  it  costs?  Then,  if  he  continues 
to  so  contribute,  it  would  be  because 
he  was  willing  to  do  so  and  in  full 
confidence  that  he  was  doing  it  in  a 
businesslike  manner.  Only  by  com- 
plete knowledge,  and  by  the  adoption 
of  business  principles  in  all  of  our  im- 
migration undertakings,  will  the  avoid- 
ance of  resentment  in  our  future  com- 
mercial relations  with  foreign  nations 
be  made  possible. 

In  this  new  age  when  immigrant 
man-power  is  such  a  vital  commercial 
asset,  what  will  become  of  the  indi- 
vidual immigrant,  the  adventurer,  the 
pioneer,  the  bird  of  passage,  who 
sought  a  fortune  or  freedom  from  per- 
secution? In  the  future  he  will  leave 
his  home  with  a  heavier  yoke  of 
nationalism  upon  him,  but  it  will  be 
a  yoke  whose  pressure  will  be  gentle 
because  of  his  willingness  to  bear  it. 
The  emigrant  will  leave,  as  he  believes, 
to  better  his  own  condition,  but  his 
nation  will  understand  that  it  is  to 
relieve  the  economic  strain.  He  will 
leave,  as  he  believes,  to  join  friends 
and  relatives;  but  his  nation  will 
understand  that  it  is  for  its  own  best 
interests.  He  will  go,  as  he  believes, 
for  his  own  adventure  and  success; 
but  his  nation  will  understand  that 
he  goes  for  the  glory  of  the  homeland. 
It  will,  therefore,  admonish  him  not  to 
abjure  his  allegiance,  but  to  report 
opportunities  for  investment,  and  to 
find  locations  for  foreign  capital  in 
the  new  country.    It  will  urge  him  to 


do  everything  in  his  power  to  advance 
abroad  the  interests  of  his  native  land. 
It  will  connect  him  with  a  racial  organi- 
zation, so  he  may  keep  aloof  from, 
rather  than  join  in,  the  affairs  of  the 
new  nation. 

The  success  of  the  various  plans  of 
European  countries  to  use  their  na- 
tionals to  advance  their  own  interests 
depends  upon  the  maintenance  of  eco- 
nomic solidarities  in  this  country.  If 
the  inMnigrant  shop,  bank,  employ- 
ment agency,  newspaper  and  trading 
company  can  be  kept  functioning  to- 
gether as  one  economic  unit  to  help  the 
consulate,  if  the  activities  of  these  insti- 
tutions can  all  be  headed  up  in  a  few 
responsible  leaders  in  each  group,  if, 
in  a  word,  racial  economic  solidarity 
and  racial  systems  are  maintained, 
then  greater  will  be  the  profits  to 
the  native  country.  If  the  racial 
society,  foreign  language  newspaper, 
protective  associations  and  relief  as- 
sociations can  be  kept  functioning 
together  as  one  social  unit  to  promote 
the  political  interests,  of  the  various 
countries,  then  the  greater  will  be  the 
advancement  of  that  country. 

As  a  result  of  the  success  already 
attained  in  these  fields,  largely  through 
our  own  shortsighted  pK)licy,  there 
exists  in  the  United  States  today,  two 
economic  systems;  one  for  the  immi- 
grants under  foreign-bom  leadership, 
and  the  other  for  the  Americanized 
immigrant  and  native  bom  under 
native-born  leadership.  Side  by  side 
they  compete  with  each  other.  Each 
system  has  its  own  employment  agen- 
cies; the  one,  where  English  is  spoken; 
the  other,  where  it  is  not.  Each  has 
its  own  way  of  handling  laborers; 
the  one,  through  the  padrone  who 
houses  and  feeds  the  workmen;  the 
other,  through  boarding-houses  which 
are  run  on  American  standards.  Each 
has  its  own  shops;  the  one,  where  im- 
ported articles  from  Europe  predom- 
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inate;  the  other,  where  American 
products  come  first.  Each  system 
has  its  own  banks;  the  one,  where  the 
savings  are  transmitted  to  Europe  and 
where  foreign  investments  are  en- 
couraged; the  other  where  savings 
become  American  deposits  and  pur- 
chase American  securities.  Each  has 
its  own  societies  and  press;  the  one, 
which  preserv^es  the  traditions,  cul- 
ture, and  habits  of  the  race;  the  other, 
which  furthers  the  traditions  of  the 
United  States.  Each  has  its  own 
trade  relations  with  native  coimtries; 
the  one,  which  favors  the  interests  of 
the  foreign  country  and  of  the  race; 
the  other,  which  favors  American  trade 
interests  only. 

These  racial  agencies  are  as  per- 
fectly linked  together  in  an  economic 
system  as  are  the  parallel  American 
agencies.  Though  they  are  far  less 
powerful  and  resourceful  than  are  the 
American  agencies,  yet,  among  their 
own  people,  they  possess  a  greater 
potential  power  to  influence  their 
economic  affairs.  Identity  of  racial 
interest  has  in  this  way  bound  to- 
gether the  members  of  each  race  as 
no  American  interest  has  ever  done. 

This  mobilization  by  racial  organi- 
zations of  racial  resources  in  the  United 
States  has  amazed  the  old  world  by 
its  cohesiveness  and  by  its  wealth, 
power  and  masterful  eflSciency.  The 
immigrant  is  met  at  Ellis  Island  by  a 
racial  missionary  who  speaks  his  lan- 
guage, and  who,  having,  the  advantage 
of  knowing  his  friends  at  home,  at  once 
establishes  cordial  relations.  The  im- 
migrant is  lodged  in  a  hotel  where  the 
atmosphere  reminds  him  of  his  native 
country.  Thus,  the  impressions  which 
he  receives  concerning  the  United 
States  come  to  him  first  through  old 
world  memories  and  experiences.  He 
is  next  introduced  to  a  "padrone" 
who  secures  work  for  him. 

If  this  will  be,  in  part,  the  economic 


effect  of  the  future  policy  of  European 
nations  upon  the  immigrant,  what 
will  then  be  the  political  effect?  Shall 
we  have  in  addition  to  a  dual  economic 
system  a  dual  poUtical  system?  Shall 
tiie  troubles  of  Europe  be  settled  in 
America?  Shall  each  racial  group 
organize  and  assist  in  the  direction  of 
the  affairs  of  its  native  country?  This 
question  has  been  brought  to  the  fore 
by  the  war  which  has  stimulated 
nationalism  among  all  races  and  thus 
strengthened  solidarities  in  many.  It  is 
but  natural,  then,  to  inquire  if  the 
immigrants  who  have  given  so  much 
in  order  that  their  native  countries 
will  be  free  and  independent,  will  not 
come  to  the  United  States  prepared  to 
use  their  utmost  effort  to  see  that  in 
the  future  the  results  for  which  they 
fought  so  heroically  are  assured. 
When  the  return  of  King  Constantine 
to  the  throne  is  a  more  burning  ques- 
tion to  Greeks  in  America  than  is  the 
election  of  a  President  of  the  United 
States,  and  when  this  discussion  is  at 
its  height  at  the  same  time  that  an 
American  election  is  in  progress,  grave 
doubts  necessarily  must  be  raised  in 
the  minds  of  Americans  regarding 
assimilation.  When  Albanians  in 
America,  many  of  whom  have  come 
to  stay,  are  more  divided  into  factions 
over  conditions  in  the  home  country 
than  they  are  united  on  their  future 
here,  such  doubts  are  strengthened. 
An  inventory  of  racial  solidarities, 
their  aims  and  activities,  would  help 
very  much  to  set  our  doubts  at  rest, 
and  to  stimulate  us  to  greater  and 
more  intelUgent  activity  upon  assimila- 
tion. Many  inquirers  can  not  see  how 
America  is  to  be  kept  free  of  inter- 
national entanglements  if  a  large  sec- 
tion of  its  population,  through  its  own 
subterranean  channels,  is  assuming 
the  direction  of  affairs  in  Europe. 
They  foresee  the  time  when  there  will 
be   a   division   of   opinion   upon   the 
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attitude  to  be  taken  by  the  country  as 
a  whole. 

But  there  are  many  others  who  see 
an  infringement  upon  American  liberty 
in  the  limitations  of  the  powers  of 
such  organizations.  To  them,  the 
discussion  of  international  affairs  by 
foreign  language  groups,  with  intent 
to  circulate  propaganda  in  favor  of 
one  party  or  the  other  in  the  home 
country,  is  a  lesser  evil  compared  to 
the  greater  danger  of  restricting  the 
freedom  of  expression  in  America. 
They,  therefore,  see  little  harm  in 
meetings  which  are  called  to  denounce 
foreign  governments  regardless  of 
whether  these  governments  are  free 
or  oppressive,  or  whether  they  are 
monarchies  or  democracies.  They  see 
no  harm  in  permitting  publications  in 
foreign  languages  to  be  published  in 
America  which  take  a  stronger  posi- 
tion on  foreign  political  events  than 
they  do  upon  American  poHtical 
events,  ^hey  believe  that  organiza* 
tions  should  be  free  to  raise  money  for 
any  purpose  which  they  see  fit,  to  be 
used  abroad;  that  they  should  forward 
resolutions  expressing  their  opinion 
on  the  affairs  of  their  native  country; 
that  they  should  send  delegates,  if 
need  be,  to  deUberate  in  assembUes 
abroad  which  are  dealing  with  native 
country  affairs. 

Upon  a  subject  of  such  vital  im- 
portance no  general  pubKc  opinion 
has  as  yet  been  formed.  Both  those 
who  emphasize  and  those  who  mini- 
mize the  dangers  realize  that  before 
official  action  is  taken  a  thorough- 
going analysis  should  be  made  of  this 
new  political  situation,  with  a  view  to 
informing  the  country  and  receiving 
the  benefit  of  its  mature  judgment. 
Obviously,  the  post-war  immigration 
conditions,  involving  as  they  do  the 
plans  and  intentions  of  emigration 
countries  and  the  preparation  by 
countries  of  immigration  for  the  entry 
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and  reception  of  the  inunigrants,  or 
their  exclusion,  create  a  situation 
which  legislation  can  not  remedy, 
which  restriction  will  not  prevent, 
and  which  suppression  can  not  cure. 

The  racial  economic  system  has  no 
fixed  intention  of  being  inimical  to  the 
interests  of  America.  As  it  has  grown 
up  as  the  result  of  isolation  and  neglect 
by  the  American  business  man,  it  can 
become  incorporated  into  the  American 
economic  system  only  through  his 
change  of  attitude.  For  the  moment, 
quite  our  own  fault,  this  identity  of 
economic  interest,  in  many  instances, 
is  stronger  between  the  foreign  born 
and  the  home  country  than  it  is  be- 
tween him  and  the  United  States, 
and  sometimes  stronger  between 
races  in  America  than  between  races 
and  native  bom.  If  assimilation  is 
to  succeed  we  have  to  apply  to  the 
conquest  of  this  system  a  high  degree 
of  business  intelligence. 
.  The  American  bank  has  to  sell  itself 
to  the  inunigrant  in  competition  with 
the  racial  bank  if  the  immigrant's 
savings  are  to  be  used  to  build  up 
American  business  and  capital  instead 
of  building  up  foreign  business  and 
capital.  The  American  employer  has 
to  provide  conditions  of  work,  stand- 
ards of  management,  rates  of  compen- 
sation and  standards  of  hours,  not 
merely  for  altruistic  motives,  but  to 
meet  the  competition  of  countries 
like  Argentina,  Australia,  Canada, 
and  later  Russia,  and  also  to  meet  like 
competition  in  the  native  countries  of 
the  immigrants.  Failing  in  this,  he 
may  later  also  fail  to  obtain  immigrant 
man-power. 

The  American  merchant  has  to  take 
the  American  standard  of  Uving  to  the 
immigrant  and  induce  him  to  like  it, 
not  merely  to  protect  the  workingman, 
nor  for  any  other  altruistic  reason,  but 
to  follow  its  own  law  and  create  a 
market  for  American  goods;  otherwise. 
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the  immigrant's  own  coimtrymen  may 
take  the  market  away  from  him  in 
spite  of  the  tariff  or  any  other  legisla- 
tive protection,  or  they  may  use  the 
skiU  and  experience  gained  in  the 
United  States  to  establish  trading 
companies,  the  main  profits  of  which 
will  not  go  to  American  business. 
The  pubUsher,  the  material  vendor  of 
American  ideals  and  ideas,  must  too 
sell  his  product  to  the  immigrant  not 
merely  for  patriotic  reasons,  but  be- 
cause it  pays.  And,  finally,  the  Eng- 
lish language  press  has  to  sdl  American 
opinion  and  points  of  view  to  the  inmii- 
grant  in  competition  with  racial  and 
international  opinion  and  points  of 
view,  not  merely  for  patriotic  motives, 
but  because  the  American  news  mar- 
ket is  the  one  most  closely  identified 
with  American  business  success. 

In  dealing  with  these  factd  we  must 
guard  against  playing  into  the  hands 
of  our  foreign  competitors — whether 
for  markets  or  for  man-power.  Re- 
sentment, repressive  legislation,  dis- 
criminations, arbitrary  closing  of  the 
gates  causing  needless  suffering  to 
families  will  but  increase  bitterness 
toward  the  United  States.  Shutting 
out  immigration  will  not  eliminate 
propaganda,  even  though  this  action 
may  stop  propagandists  in  person. 

This  is  not  the  answer.  It  is  the 
systematic  integration  of  the  immi- 
grant into  American  economic  life, 
beginning  with  his  arrival;  it  is  the 
enactment  of  immigration  treaties, 
based  upon  a  study  of  the  various 
countries,  through  which  can  be  de- 
termined the  aptitude  for  assimilability 
of  various  races,  and  the  cost  and  time 
it  will  require,  since  obviously,  as  some 
races  will  require  more  time  than  will 
others  to  be  adjusted  into  American 
life,  some  such  preliminary  is  neces- 
sary. More  and  more,  as  our  science 
of  racial  relations  develops,  will  our 
studies  and  analysis  turn  to  the  source 


of  immigration.  It  may  well  be  that 
we  shall  need  some  legislative  safe- 
guards to  protect  American  interests 
because  the  tide  of  immigration  has 
caught  this  country  unprepared  to 
receive  its  immigrants  properly,  to 
distribute  them  evenly,  to  protect 
them  from  exploitation,  to  provide 
facilities  for  learning  English  or  to  con- 
nect them  with  Americans  immediately 
upon  their  arrival.  Then,  too,  this 
country  has  not  authentic  information 
regarding  racial  activities,  principles 
and  means  of  assimilation  which  will 
enable  it  to  provide  at  once  such  a 
system.  It  is  child's  play  to  bring 
together  educators  and  social  workers 
to  discuss  immigration  compared  to  the 
task  of  bringing  together  racial  and 
native  American  bankers  to  imite  their 
efforts  in  practical  banking  to  further 
the  protection  and  investment  of 
immigrants'  savings  in  this  country; 
to  the  task  of  bringing  together  native 
American  and  racial  merchants  and 
dealers  in  the  interests  of  American 
trade;  to  bring  together  native  and 
foreign  language  press  editors  in  an 
effort  to  unite  racial  opinion  with 
American  public  opinion;  and  to  imite 
native  and  foreign-bom  workmen  in 
the  same  plant,  free  from  racial  ani- 
mosities and  bitter^  activities  against 
each  other. 

Neither  is  it  easy  to  have  fire  insur- 
ance companies  see  that  their  best 
Americanization  work  is  to  teach  the 
American  standard  of  living  as  a  means 
to  lessen  fire  hazards;  to  have  credit 
men  see  that  the  soundest  Americani- 
zation is  to  extend  credit  to  the  foreign 
bom  and  to  have  American  capital 
invested  in  racial  business;  to  have  life 
insurance  companies  see  that  their 
Americanization  contribution  is  to 
compete  with  racial  societies  that  are 
in  effect  insurance  organizations;  and 
to  have  each  industrial  plant  see  that 
its  work  begins  at  home  by  including 
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immigrant  workmen  in  management 
plans,  and  by  making  those  plans  intel- 
ligible to  them. 

When  we  have  obtained  such  eco- 
nomic cohesion  between  native  and 
foreign  bom  at  home  we  may  then 
present  a  united  effort  in  our  conquest 
of  foreign  markets,  in  the  expansion 
of  our  financial  transactions,  and  in 
the  full  discussion  of  international 
affairs  to  which  we  must  eventually 
be  a  party,  but  from  much  of  the 
knowledge  of  which  we  are  at  the 
present  time  isolated. 

Neither  will  this  coimtry  achieve 
economic  assimilation  by  multiplying, 
organizations,  by  extending  mechani- 
cal agencies,  or  by  creating  formal 
facilities  Uke  classes  in  public  schools, 
unless  there  is  a  genuine  fusion  of 
economic  interests.  Each  race  as 
well  as  the  native  American  must  by 
study  and  by  association  together  ar- 
rive at  a  recognition  and  just  appraisal 
of  each  other's  qualities  and  capabili- 
ties. Each  race  as  well  as  the  native 
American  must  arrive  at  a  full  reciproc- 


ity which  will  permit  of  the  initial 
exchange  of  ideas  and  ideals,  by  asso- 
ciation together  in  work  and  business. 
Each  race  as  well  as  the  native  Ameri- 
can must  arrive  at  that  point  of 
participation  in  American  affairs 
which  makes  this  greater  than  par- 
ticipation in  any  other  affairs — ^in  this 
way  the  identity  of  interest  of  all 
people  in  America  becomes  permanent 
and  broad  and  therefore  sound. 

In  casting  about  for  the  leadership 
which  this  complicated  racial,  business 
and  governmental  situation  requires, 
the  Immigration  Committee  of  the 
Senate  of  the  United  States  under  the 
distinguished  leadership  of  its  Chair- 
man, himself  a  student  of  immigration 
affairs,  seems  to  possess  the  requisite 
power  to  assemble  the  data  in  this 
country  and  abroad  and  to  make  such 
an  analysis  as  is  required  for  calm  de- 
liberation, as  well  as  the  capacity  to 
formulate  for  submission  to  the  coun- 
try a  sound  policy  which  will  recognize 
the  international  difficulties  while  safe- 
guarding American  interests. 


The  New  Flood  Tide  of  Immigration 
A  Policy  and  a  Program 

By  The  National  Committee  for  Constructive  Immigration  Legislation, 
Henry  W.  Jessup,  J.D.,  Chairman 


The  Coming  Immigration 

IMMIGRATION  from  Europe  has 
already  returned  to  its  prewar  vol- 
ume, so  far  as  its  numbers  are  con- 
cerned. Available  indications  prom- 
ise a  flood  in  the  coming  few  years 
vastly  larger  than  any  that  has  ever 
come  in  the  past.  Honorable  Fred- 
erick A.  Wallis,  Commissioner  of  Im- 
migration for  the  port  of  New  York, 
estimates  that  "four  to  five  million 
Italians  are  waiting  a  chance  to  come. 
Sixteen  steamship  companies  have 
stated  that  they  could  book  at  once 
enough  immigrants  to  fill  their  space 


for  ten  years  to  come."  Surgeon-Gen- 
eral Cummings  stated  in  October, 
1920,  on  his  return  from  south  Russia, 
that  seven  millions  were  making  plans 
to  come  to  America.  Tens  of  thou- 
sands have  already  left  their  homes  in 
Italy  and  central  Europe  and  are  now 
stranded  in  various  ports,  big  cities 
and  border  lands,  waiting  for  trans- 
portation. 

America's  Immigration  Problem 

This  new  flood  tide  constitutes  a 
fresh  problem  for  America  to  solve. 
Can  she  wisely  admit  all  who  knock  at 
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her  doors?  Even  with  immigration 
at  the  rate  before  the  war  (1900-1914) 
many  large  congested  areas  of  foreign 
nationalities  developed  in  our  princi- 
pal cities.  Americanization  of  the 
newcomers  has  gone  on  only  with 
diflBculty.  In  Jmie,  1919  our  foreign- 
born  population  nimibered  approxi- 
mately 17,000,000.  Of  these,  75  per 
cent  are  located  in  18  per  cent  of  our 
territory,  and  72  per  cent  are  in  our 
cities.  These  are  serious  facts.  In 
addition  to  the  foreign  born'now  here, 
can  America  aflford  to  admit  each  year 
several  millions  more? 

This  problem  has  several  distinct 
aspects. 

1.  The  Question  of  Assimilation  and 
Americanization.  We  have  been  able 
to  assimilate  millions  of  immigrants 
from  northwestern  European  peoples, 
and  wholesomely  to  incorporate  them 
into  our  life  and  body  politic.  For  a 
century  we  have  been  doing  this  rather 
successfully.  This  was  during  the 
period  when  public  land  was  free  for 
settlement.  What  is  now  left  is  poor 
land,  and  the  newcomers,  unattracted 
by  the  land,  gravitate  into  and  remain 
in  the  city  centres.  But  we  are  not 
quite  certain  yet  how  successful  we  have 
been  with  the  more  recent  inmiigration 
— that  from  southern,  central  and 
eastern  Europe.  The  time  has  been 
too  short.  The  flood  came  in  (1900- 
1914)  too  fast  and  it  settled  in  con- 
gested areas.  It  appears  to  many 
very  doubtful  whether  we  could  in  any 
proper  sense  and  in  any  reasonable 
length  of  time  assimilate  and  Ameri- 
canize a  new  flood  tide  from  southern 
and  eastern  Europe,  if,  in  addition  to 
the  still  unassimilated  peoples  of  those 
lands  now  here,  we  should  admit  two 
or  three  millions  yearly  for  the  next 
ten  years. 

2.  The  Problem  of  Making  Our 
Democracy  a  Success.  Unless  the  im- 
migrants    who     settle     permanently 


among  us  become  quite  thoroughly 
Americanized,  the  success  of  oiu-  dem- 
ocratic form  of  government  is  endan- 
gered. Fair  and  free  discussion  of 
political  questions  and  policies,  honest 
voting,  loyal  acceptance  of  majority 
decisions,  rejection  of  demagogues  and 
of  all  appeals  for  the  use  of  violence  or 
fraud  in  the  establishment  of  govern- 
ment— these  are  essential  characteris- 
tics of  our  democracy.  The  peoples  of 
Europe,  particularly  from  those  parts 
of  Eiu-ope  whence  our  newer  immigra- 
tion has  been  coming,  do  not  know  or 
understand  or  prize  these  principles. 
By  admitting  them  therefore  in  exces- 
sive numbers,  there  is  grave  danger  to 
the  success  of  our  democracy. 

8.  The  Economic  Question.  Amer- 
ica has  developed  certain  ideals  of 
industry,  of  wages  and  of  living  stan- 
dards for  oiu-  industrial  classes,  far 
higher  than  those  of  other  lands.  We 
wish  all  the  children  of  all  our  people  to 
have  full  opportunity  for  the  highest 
development.  We  hate  child  labor; 
we  demand  free  education  for  all. 
We  want  an  intelligent  and  educated 
people. 

Free  immigration  from  Europe  under 
the  present  conditions  will  complicate 
and  may  endanger  these  ideals  and 
standards.  Life  for  the  workers  in 
Europe  is  burdened  with  restrictions 
and  loaded  down  by  taxation.  The 
suffering  and  sorrow  of  the  great  war 
has  fallen  mainly  on  the  toilers.  Con- 
scription in  every  land,  save  England, 
hangs  like  a  pall  over  the  people. 
America  appears  to  them  all  as  the  one 
land  of  hope  and  opportimity.  The  in- 
evitable result  is  an  enormous  volume 
of  prospective  inmiigration  to  America 
whatever  may  be  the  economic  condi- 
tions here.  They  will  take  work  at  any 
price.  They  will  accept  any  wages 
offered.  They  will  live  ai)d  work 
under  any  conditions,  however  imsatis- 
factory.    Their    condition,    they    be- 
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lieve,  would  be  better  than  that  which 
exists  in  their  home  lands. 

K  the  work  to  be  done  will  not  suflBce 
to  provide  employment  for  all  the 
newcomers  in  addition  to  all  those  now 
here,  there  would  result  a  discharge  of 
the  older  workers  (who  are  demanding 
high  wages  and  insist  on  maintaining 
"American  ideals  and  standards")*  a^d 
the  employment  in  their  stead  of  the 
newcomers  at  lower  wi^es  and  longer 
hours.  When  a  million  or  two  unem- 
ployed men  in  factory  towns — Ameri- 
cans and  foreign  bom — find  their  needs 
and  their  protests  disregarded  by  the 
nation,  trouble  may  begin.  There  are 
many  who  fear  that  riots,  burning  of 
factories  and  forcible  stoppage  of  em- 
ployment of  new  foreigners  will  break 
out  here  and  there.  In  any  event,  the 
discontent  of  the  unemployed  may,  if 
manifested  on  a  large  scale,  expose  oiu* 
democracy  to  a  severe  and  serious 
strain. 

If  the  foregoing  diagnosis  of  the 
present  situation  be  correct,  and  if  this 
forecast  of  the  consequences  of  our 
present  policy  of  unrestricted  immigra- 
tion be  r^arded  as  well  grounded, 
then  loyal  Americans  will  welcome  the 
real  solution. 

Two  alternative  proposals  are  now 
before  the  country. 

The  First  Policy 

This  is  the  proposal  of  the  American 
Federation  of  Labor.  It  demands  the 
complete  stoppage  of  all  immigration. 
This  proposal  is  the  natural  reaction 
in  sharp  antithesis  to  the  present  prac- 
tice of  free  immigration.  It  urges  the 
imperative  necessity  of  maintaining 
present  standards  of  living,  labor  and 
wages.  It  also  insists  on  the  need  of 
Americanizing  the  millions  of  foreigners 
now  here  before  we  admit  still  other 
millions  of  newcomers. 

This  policy  finds  favor  with  many 
patriotic  Americans  unidentified  with 


organized  labor.  As  against  the  pres- 
ent practice  of  admitting  all  who  may 
come  to  us,  many  Americans  of  the 
commercial  and  agricultural  classes 
would  prefer  the  policy  of  complete 
stoppage  of  immigration. 

The  Second  Policy 

This  is  proposed  by  the  National 
Committee  for  Constructive  Immigra- 
tion Legislation.  It  advocates  the 
scientific  regulation  of  immigration. 
It  does  not  propose  either  the  complete 
stoppage  of  immigration  or  its  un- 
limited admittance.  It  urges  that  the 
amount  of  immigration  which  may 
be  admitted  wisely  in  any  given  year 
depends  on  facts  which  are  not  gen- 
erally known  and  which  can  not  be 
known  until  patient,  scientific  investi- 
gation has  been  made  of  two  distinct 
sets  of  factors;  one  social,  the  other 
economic. 

Neither  Congress  nor  the  people  as  a 
whole  has  at  present  adequate  knowl- 
edge on  which  to  base  a  hard  and  fast 
immigration  law  that  would  be  really 
wise  and  safe  for  us,  or  fair  and  friendly 
to  the  peoples  clamoring  for  entraiice. 

What  is  needed  is  a  law  that  will  de- 
fine certain  principles  for  the  guidance 
of  decisions,  that  will  set  up  the  requi- 
site machinery  for  getting  the  needed 
facts;  and  that  will  provide  an  agency 
for  evaluating  those  facts  and  for  ap- 
plying the  principles  in  the  Ught  of  the 
facts,  so  that  the  immigration  allowed 
may  be  steadily  adjusted  to  the  ever 
changing  economic,  industrial  and 
social  conditions. 

We  contend  that  this  policy,  if 
adopted,  will  create  an  automatic 
barometer  of  admissibility  of  assimil- 
able immigration. 

The  policy  and  program  advocated 
by  the  National  Committee  are  based 
upon  and  embody  the  following  General 
Principles: 

1.  That  all  legislation  dealing  with 
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immigration  and  with  resident  aliens 
should  be  based  on  justice  and  good- 
will as  well  as  on  economic  and  political 
considerations. 

2.  That  the  United  States  should  so 
regulate,  and  where  necessary,  restrict 
immigration  in  order  to  provide  that 
only  so  many  inunigrants  of  each  race 
or  people  may  be  admitted  as  can  be 
wholesomely  Americanized. 

3.  That  the  nimiber  of  those  indi- 
viduals of  each  race  or  people  already 
in  the  United  States  who  have  already 
become  Americanized  affords  the  best 
practicable  basis  of  measuring  the 
further  immigration  of  that  people. 

4.  That  American  standards  of  Uving 
should  be  protected  from  the  danger- 
ous economic  competition  of  immi- 
grants, whether  from  Eiurope  or  from 
Asia. 

5.  That  no  larger  amount  of  immi- 
gration of  any  given  people  should  be 
admitted  than  can  find  steady  employ- 
ment and  can  fit  wholesomely  into  our 
social,  poUtical  and  economic  life. 

6.  That  such  provisions  should  be 
made  for  the  care,  education  and  dis- 
tribution of  aliens  who  come  to  live 
permanently  among  us  as  will  promote 
their  rapid  and  genuine  transformation 
into  American  citizens  and  thus  main- 
tain intact  our  democratic  institutions 
and  national  unity. 

7.  That  the  standards  of  naturaliza- 
tion should  be  raised  so  as  to  include 
among  other  requirements  at  least  the 
ability  to  read  an  ordinary  American 
newspaper,  some  real  knowledge  of  the 
history  of  the  United  States  and  an 
intelligent  acceptance  of  the  practices 
and  ideals  of  our  democracy. 

8.  That  under  careful  regulation  as 
to  numbers  and  qualifications  of  per- 
mitted inmiigration  from  the  various 
peoples,  the  privilege  of  acquiring  citi- 
zenship by  those  who  are  lawfully  here 
and  are  to  remain  a  permanent  part  of 
our  population  should  then  be  granted 


to  all  who  actually  qualify,  r^ardless 
of  race. 

On  the  basis  of  these  general  prin- 
ciples the  National  Committee  for 
Constructive  Immigration  Legislation 
has  prepared  the  draft  of  a  bill  (H.  R. 
14196)^  which  has  been  introduced  in 
the  House  of  Representatives  by 
Honorable  Benjamin  F.  Welty. 

Principal  Features   op   the  Pro- 
posed Law 

1.  The  bill  creates  an  Immigration 
Board  to  consist  of  the  Secretaries  of 
State,  Labor,  Commerce,  Interior  and 
Agriculture  and  a  sixth  member  ap- 
pointed by  the  President  and  confirmed 
by  the  Senate.  This  Board  is  to  col- 
late and  analyze  the  facts  in  regard  to 
economic  conditions  and  to  the  assim- 
ilation of  the  different  peoples  already 
among  us.  In  .the  Ught  of  the  princi- 
ples and  facts,  it  is  empowered  to 
determine  yearly  the  maximum  num- 
ber of  immigrants  of  each  people  to  be 
admitted  to  the  United  States. 

2.  Its  decision  shall  be  based  on: 

(a)  The  demonstrated  assimila- 
bility  of  each  people  as  shown  by  the 
last  preceding  United  States  Census, 
in  regard  to  the  number  of  each 
people  who  have  become  citizens  by 
naturaUzation  and  also  the  numb^* 
of  American-born  children  of  that 
people. 

(b)  Labor  conditions  in  the  United 
States,  whether  industrial,  agricul- 
tural, domestic  or  other. 

(c)  The  maintenance  of  American 
standards  of  living  and  wages. 

(d)  The  fitness  and  availability  of 
each  people  for  general  or  for  special 
needs,  and  for  various  locaUties. 

S.  The  Board  is  required  to  study 
and  report  upon  the  question  of  distri- 
bution of  immigrants. 

4.  The  bill  makes  a  distinction  be- 
tween "transients"  and  "immigrants.** 

^SeeBiU,  p.  218. 
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All  aliens  are  required  on  entering  the 
United  States  to  give  a  Pledge  of  Obe- 
dience to  our  laws. 

5.  The  standards  for  the  acquisition 
of  citizenship  by  naturalization  are 
raised,  as  indicated  above  in  Greneral 
Principles  seven,  and  the  privilege  of 
citizenship  is  offered  to  everyone  who 
will  duly  qualify. 

6.  Laws  now  existing  that  contra- 
vene our  treaties,  that  discriminate 
between  peoples  and  that  are  in  con- 
flict with  the  above  provisions  are 
rej>ealed. 

Advantages  of  the  Proposed  Law 

1.  The  proposed  law  will  admit  as 
immigrants  from  each  people  only  so 
many  as  we  can  hope  to  Americanize- — 
because  it  will  allow  an  immigration  of 
newcomers  of  any  given  people  only  in 
proi>ortion  to  the  previously  proved 
ability  of  that  people  to  assimilate 
wholesomely  into  our  life. 

2.  The  proposed  law  will  provide 
a  competent  board  to  deal  continu- 
ously with  the  ever-changing  problems 
of  immigration  as  they  arise,  with 
power  (a)  to  adjust  from  year  to  year 
according  to  our  economic  and  indus- 
trial needs  the  amount  of  immigration 
from  each  people,  (b)  to  deal  with 
special  exigencies  of  labor  and  of  hu- 
man needs,  and  (c)  to  investigate 
thoroughly  and  comprehensively  the 
basic  problem  of  the  distribution  of 
immigration. 

3.  It  will  protect  American  labor 
from  dangers  of  unregulated  immigra- 
tion, and  help  maintain  American 
economic,  social  and  hygienic  labor 
standards. 

4.  It  will  tend  to  stabilize  business 
by  preventing  extreme  fluctuations  of 
available  labor  which  result  in  over-pro- 
duction and  then  in  stagnation  of  busi- 
ness with  unemployment  of  labor,  caus- 
ing incalculable  suffering,  anxiety  and 
loss,  and  increasingly  ominous  unrest. 


5.  It  will  raise  the  standards  of  na- 
turalization, promote  more  intelligent 
practice  of  citizenship  and  secure  a 
higher  eflBciency  for  our  democracy. 

6.  It  will  prevent  a  sudden  large 
influx  from  any  new  people  having 
few,  if  any,  representatives  already 
among  us,  and  reslarain  immigration 
from  peoples  that  do  not  readily  assim- 
ilate with  our  people;  yet  at  the  same 
time  it  will  increasingly  open  the  doors 
to  those  who  do  assimilate. 

7.  It  will  give  privileges  of  citizen- 
ship to  every  individual  who  will  prop- 
erly qualify  for  the  same. 

Probable  Effect  of  the  Proposed 
Law 

How  is  such  a  law  likely  to  work  out 
in  practice?  What  amount  of  immi- 
gration would  be  annually  admitted? 
The  reply  is  that  it  would  depend  first 
upon  the  investigations  and  then  upon 
judgments  of  the  Immigration  Board. 

Some  peoples  become  assimilated 
sooner  than  others.  Different  peoples 
prefer  different  occupations  on  enter- 
ing the  United  States.  In  view  of 
these  two  facts  the  Board  is  allowed, 
therefore,  considerable  latitude  in  deal- 
ing with  the  amount  of  immigration  to 
be  admitted  from  different  peoples. 
In  no  case,  however,  may  the  Board 
set  a  figm-e  for  any  given  people  higher 
than  10  per  cent  of  the  American-born 
children  plus  the  naturalized  American 
citizens  credited  in  the  Census  to  that 
people.  If  the  Board  should  grant  to 
each  people  the  maximum  sum,  it  is 
estimated  that  the  permissible  immi- 
gration from  northwest  Europe  for  the 
year  ending  1921  would  be  about 
1,800,000,  and  from  south,  central 
and  east  Europe  about  500,000. 

If,  for  instance,  in  the  judgment  of 
the  Board,  the  total  volume  of  labor 
immigration  needed  for  the  fiscal  year 
beginning  July  1, 1921,  vsrere  1,000,000, 
it  would  fix  on  such  sums  for  the  differ- 
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ent  peoples  as  would  admit  the  re- 
quired number. 

When  there  is  manifest  need  for  it, 
the  Board  could  absolutely  stop  all 
immigration.  And  at  any  time  when 
the  need  for  stoppage  is  clearly  passed, 
the  Board  could  at  once  open  the  doors 
to  let  inmiigration  in  again — either  in 
smaller  or  larger  amounts  as  the  ascer- 
tained facts  might  then  seem  to  war- 
rant. 

It  will  thus  be  seen  that  on  the  basis 
of  the  proposed  law  it  is  not  possible  to 
make  detailed  statistical  forecalcula- 
tions  of  the  amount  of  immigration 
that  would  probably  be  admitted  annu- 
ally for  each  people,  nor  of  the  d^ree 
of  restriction  that  may  be  applied. 

Exactly  this  is  the  special  merit  of 
the  proposed  law — ^it  will  make  possi- 
ble the  continuous  annual  adjustment 
of  the  total  volume  of  immigration  to 
the  actual  and  ever-changing  economic 
conditions  and  even  to  the  special 
needs  of  diflferent  areas  in  the  United 
States,  and  yet  will  do  it  always  in  the 
light  of  the  assimilabiUty  of  each 
people  as  shown  by  oiur  growing  expe- 
rience. 

The  Problem  of  America's 
Relations  with  Asia 

One  of  the  important  advantages  of 
the  proposed  immigration  law  is  that 
it  will  solve  fundamentally  the  prob- 
lem of  dealing  with  China  and  Japan. 
We  need  a  method  that  is  fair  and 
friendly,  yet  one  that  does  not  endan- 
ger the  Pacific  Coast  with  a  flood  of 
immigration  from  Asia. 

No  more  important  and  diflScult 
problem  confronts  America  than  that 
of  establishing  the  right,  relation  with 
those  ancient  and  mighty  peoples 
across  the  Pacific.  That  ocean  is  to 
be  the  theater  either  of  the  friendly 
cooperation  of  the  East  and  the  West, 
of  the  White  ^d  Yellow  Races,  or  of 
their  fratricidal  conflict  and  mutual 


destruction.  America  has  the  fateful 
opportunity  of  deciding  which  it  shall 
be.  The  prospect  is  already  ominous, 
not  to  say  alarming. 

Of  course  America  can  not  grant  im- 
migration to  the  industrial  millions  of 
Japan  and  China;  but  in  stopping  their 
immigration,  it  is  of  the  utmost  impor- 
tance, nay  it  is  imperative  that  our 
laws  shall  be  fair  and  friendly,  undis- 
criminating,  free  from  discourtesy  in 
word  and  form.  We  must  make  it 
clear  that  in  our  act  there  is  no  assump- 
tion of  arrogant  race  superiority  on  our 
side  nor  implication  of  race  inferiority 
on  theirs. 

When  we  forbid  or  limit  immigration 
we  should  provide  also  that  for  those 
few  Asiatics  who  are  among  us  and 
who  will  remain  among  us  indefinitely 
there  shall  be  complete  equality  of 
treatment  and  opportimity.  Any- 
thing less  than  this  will  fail  to  fulfill 
the  conditions  absolutely  necessary  for 
the  permanent  maintenance  of  amity 
and  goodwill. 

The  proposed  bill  meets  these  vari- 
ous conditions.  Asiatic  immigration 
can  be  completely  and  permanently 
stopped,  on  the  groimd  of  proven  non- 
assimilability,  yet  without  one  offen- 
sive word  or  phrase.  Present  race-dis- 
criminatory, humiliating  or  offensive 
laws  and  agreements  will  be  repealed; 
oiu-  treaty  pledges  to  China,  now  vio- 
lated, will  be  kept.  The  most  funda- 
mental causes  of  irritation  between 
America  and  Japan  will  be  removed. 

The  Chief  Objections 

Every  new  proposal  encounters  ques- 
tions and  objections.  This  is  as  it 
should  be.  If  the  proposal  can  not 
fairly  meet  the  questions,  it  is  mani- 
festly unwise  and  impracticable.  Some 
questions  are  based  on  misunderstand- 
ing, some  are  captious,  some  deal  with 
real  difficulties.  We  may  consider  a 
few  of  them. 
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1.  Can  Congress  rightly  surrender  its 
legislative  functions  to  a  small  Board? 

The  bill  does  not  make  such  a  pro- 
p)osal.  It  proposes  that  Congress  shall 
deal  in  a  large  and  general  way  with  the 
whole  question,  settling  upon  certain 
principles  for  the  scientific  regulation 
of  immigration.  The  Board  is  to  find 
out  the  facts  and  apply  the  principles 
prescribed  by  Congress.  Its  work, 
therefore,  is  one  of  investigation  and 
then  of  administration.  The  proced- 
ure to  be  followed  by  the  Board  does 
not  differ  in  principle  from  that  of  the 
Interstate  Commerce  Commission  or 
any  other  administrative  department 
or  bureau  of  the  Government.  Each 
one  has  to  exercise  its  discretion  and 
judgment  in  the  administration  of  the 
law.  The  Bureau  of  Immigration  is 
doing  this  all  the  time  in  deciding,  for 
instance,  who  are  and  who  are  not 
"likely  to  become  public  charges," 
who  are  anarchists,  polygamists,  etc. 
The  new  law  only  proposes  a  new 
step  in  the  regulation  of  immigration. 
Congress  by  legislative  act  decides  the 
principles  and  the  procedure;  the  Board 
administers  them. 

9,.  Is  it  not  dangerous  to  create  an 
Immigration  Board  vrith  such  great 
powers?  Can  any  small  group  of  men 
be  supposed  to  have  the  knowledge  and 
wisdom  necessary  for  such  a  task? 

It  is  probably  true  that  no  Board 
can  be  expected  to  have  adequate  qual- 
ifications. But  such  a  reply  is  not 
final.  For  the  problem  as  a  whole  is 
not  yet  considered  nor  met.  What  will 
be  the  result?  We  must  have  one  of 
the  following:  (1)  free  immigration  as 
at  present  with  exclusion  of  only  those 
few  individuals  who  are  manifestly 
defective,  (2)  complete  stoppage  of  all 
immigration,  or  (3)  some  method  for 
regulating  the  volume  of  immigration. 
If  the  third  plan  is  really  the  wise  one, 
fair  to  all  and  safe  for  us,  then  we  must 
ask  by  what  agency  such  a  method  is 


to  be  administered.  We  can  hardly 
commandeer  angels  from  heaven  nor 
Solons  from  Greece.  What  better 
course,  then,  is  there  than  the  estab- 
lishment of  some  such  Board  as  is 
proposed? 

3.  May  not  the  proposed  Board  he 
exposed  to  sinister  economic^  racial  and 
political  influences? 

Assuredly  it  will  be  so  exposed. 
Among  the  diflSculties  in  administering 
our  present  laws  these  same  influences 
are  known  to  exist.  We  can  not  abol- 
ish them.  We  must  have  men  who 
will  not  yield  to  them.  Can  a  respon- 
sible group  of  men  be  found,  adminis- 
tering great  trusts  who  are  not  exposed 
to  sinister  influences?  Does  that  fact 
make  it  unwise  to  give  to  trustees, 
commissions  or  boards  such  responsi- 
bilities? 

It  is  to  be  remembered,  however, 
that  the  proposed  Board  is  not  per- 
mitted to  make  sheer  arbitrary  de- 
cisions. It  must  search  for  facts.  It 
must  publish  them.  It  must  make  its 
decisions  in  the  light  of  the  facts. 
What  more  can  be  asked?  The  make- 
up of  the  Board,  however,  is  a  guar- 
antee of  eflSciency. 

4.  Will  not  years  he  required  to  secure 
the  requisite  information?  And  in  the 
meantime  wiU  not  the  Board  have  to 
make  arbitrary  decisions? 

Yes,  perhaps  so.  In  the  main  out- 
lines, however,  the  economic  situation 
is  fairly  well  known  already;  and  so  too 
is  the  matter  of  the  congestion  of  cer- 
tain nationalities;  also  the  degree  of 
their  Americanization.  For  a  few 
years,  perhaps,  the  decisions  of  the 
Board  may  be  based  on  information 
that  is  incomplete.  But  as  the  Board 
operates,  it  will  gather  increasing 
knowledge  and  gain  riper  experience. 
A  body  of  facts  will  be  accumulated 
and  also  knowledge  of  the  eflFect  of  its 
decisions  on  the  country  and  on  in- 
ternational  relations.     Decisions   will 
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bring  results;  results  will  influence  de- 
cisions. Gradually,  as  the  years  pass 
in  the  administration  of  the  law,  we  will 
acciunulate  both  knowledge  and  wis- 
dom. This  is  indeed  the  whole  method 
of  human  progress. 

Conclusion 

The  World  War  ended  the  old  world 
order.  A  new  world  faces  America, 
tremendously  near  at  hand  and 
terrifying.  Ocean  barriers  are  no 
more.  Space  is  abolished.  Europe  is 
about  to  pour  in  upon  us  an  ava- 
lanche of  race-conscious  individuals 
filled  with  national  passions  and 
preconceptions. 

Old  Asia  is  waking  to  new  life.  She 
resents  treatment  that  lacks  courtesy 
and  is  intrinsically  humiliating.  She 
is  learning  to  use  the  titanic  forces  of 
nature  that  have  given  temporary  pre- 
eminence to  peoples  of  European 
origin. 

Is  America  to  be  overwhelmed  by  an 
immigration  we  can  never  American- 
ize? Shall  we  follow  principles  and 
policies  in  our  dealings  with  Asia  that 
can  only  end  in  tragedy  for  both  the 
white  and  the  yellow  races? 

America  has  an  unparalleled  oppor- 
tunity to  serve  the  whole  world.  But 
to  do  it  she  must  remain  American. 
She  must  refuse  to  be  either  Europe- 
anized  or  Asiaticized.  She  must  ad- 
mit to  her  land  no  more  of  any  people 
than  she  can  Americanize.  And  she 
must  find  a  way  by  which  to  treat  all 
peoples  and  races  as  brothers  and 
friends. 

Both  of  these  considerations  we  sub- 
mit require  the  prompt  enactment  of 
an  immigration  law  on  the  lines  above 
described.  It  is  better  to  have  a 
Board  with  power  to  suspend  immi- 
gration for  a  time  and  then  readmit 
under  wise  restrictions  than  to  adopt 
a  law  barring  all  immigration  for  a 
fixed  term  of  years. 


66th  Congress,  2nd  Session 
H.  R.  14196 


IN  THE  HOUSE  OF  REPRESENTA- 
TIVES 

Mat  %%,  1920 

Mr.  Welty  introduced  the  foliowing 
bill;  which  was  referred  to  the  Committee 
on  Immigration  and  Naturalization  and 
ordered  to  be  printed. 


A  BILL 

To  amend  the  Acts  of  February  5,  1917; 
June  29, 1906;  February  18, 1875;  and 
May  6,  1882,  creating  an  Inunigration 
Board,  providing  for  the  regulation  of 
'  inunigration,  raising  the  standards  of 
naturalization,  extending  its  privileges 
to  all  who  qualify,  and  for  other 
purposes. 

Be  it  enacted  by  the  Senate  and  House  of 
Repreaentatives  of  the  United  States  of  Amer- 
ica in  Congress  assembled.  That  section  1  of 
the  Act  of  February  5,  1917,  "regulating 
immigration  of  aliens  to  and  residence  of 
aliens  in  the  United  States,"  is  amended  by 
adding  at  the  end  thereof  the  following: 

"The  word  'inunigrant'  includes  any 
alien  entering  the  United  States  not  a 
'transient.' 

"The  word  'transient'  shall  be  construed 
to  include  aliens  of  the  'status  or  occupa- 
tions' specified  in  section  lb  (8)  who  enter 
the  United  States  for  limited  periods. 

"The  word  'board*  means  the  Immigra- 
tion Board  created  by  this  Act. 

"The  term  'ethnic  group'  shall  in  each 
case  be  construed  by  the  conunission  as 
provided  for  in  section  la  (2)." 

Section  la.  An  immigration  boaro. — 
(1)  That  an  Inunigration  Board  is  hereby 
created  consisting  ex  officio  of  the  Secre- 
taries of  State,  Labor,  Commerce,  Agri- 
culture, and  Interior,  and  a  sixth  member 
appointed  by  the  President  and  confirmed 
by  the  Senate  who  shall  hold  his  office  for  a 
term  of  four  years  or  until  his  successor  is 
appointed  and  qualified.  The  presiden- 
tial appointee  shall  be  chairman  of  the  board 
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and  shall  receive,  when  engaged  on  official 
duty,  $40  per  diem,  with  actual  expenses  of 
travel  and  $6  per  day  in  lieu  of  subsistence 
when  absent  from  home  on  official  duty. 
The  chairman  of  the  board  shall  have 
power  to  employ  a  permanent  secretary  at 
a  salary  of  $5,000  per  annum  and  such  other 
employees  as  the  board  may  authorize, 
and  to  prescribe  the  salary  of  each. 

(S)  The  board  shall  in  each  case  define 
and  interpret  the  term  "ethnic  group," 
taking  into  consideration  questions  of 
race,  mother-tongue  affiliation,  nationality, 
and  such  other  relationships  as  tend  to 
constitute  group  unity. 

(8)  The  board  shall,  as  soon  as  practi- 
cable, institute  a  comprehensive  inquiry 
into  policies  and  methods  of  distribution 
of  immigration,  shall  publish  the  results  of 
the  investigation  in  fidl,  not  later  than  two 
years  from  the  beginning  of  the  inquiry, 
and  shall  carry  on  all  further  work  necessary 
to  bring  the  approved  results  of  the  investi- 
gation effectively  before  the  public. 

(4)  The  board  shall  make  such  rules  and 
regulations  regarding  the  admission  of 
immigrants  as  shall  enable  it  fuUy  to  en- 
force the  provisions  of  the  immigration 
laws;  and  also  the  necessary  rules  and  reg- 
ulations in  regard  to  passports,  certificates, 
and  declarations  required  by  this  Act, 
including  such  matters  as  certificates  of 
officiid  status,  court  records,  receipt  of 
charity  funds,  or  other  facts  deemed  neces- 
sary by  the  board. 

(5)  The  board  shall  invite  the  secretaries 
of  each  of  the  States  to  report  in  January 
d  each  year  in  regard  to — 

(a)  The  amount  of  unemployment  pre- 
vailing in  the  State  the  previous  year  as 
shown  by  the  best  available  statistics  of 
employment  bureaus  and  other  reliable 
evidence; 

(b)  The  kinds  of  industries  and  occu- 
pations in  which  shortage  of  labor  existed 
in  said' year;  and 

(c)  The  kind  of  immigration  especially 
desired  in  that  State,  if  authorized  thereto 
by  vote  of  the  State  legislature. 

(6)  The  chairman  of  the  board  shall  in 
February  of  each  year  present  to  the  board 
a  printed  report  showing: 

(a)  The  number  of  alien  immigrants  of 
any  given  ethnic  group  admitted  to  con- 


tinental United  States  during  the  next 
preceding  fiscal  year,  and,  so  far  as  the 
Qgures  are  available,  the  total  number  so 
admitted  of  each  such  group  in  each  year 
since  1900; 

(b)  The  number,  originally  bdonging  to 
such  ethnic  group,  who  have  been  natural- 
ized and  were  residing  in  continental  United 
States  as  shown  by  the  last  available 
United  States  census; 

(c)  The  number  of  American-bom  chil- 
dren whose  foreign-bom  father  or  mother 
bdong  to  any  such  ethnic  group,  and  which 
children  are  residing  in  continental  United 
States  as  shown  by  the  last  available 
United  States  census; 

(d)  The  amount  of  unemployed  and  also 
of  labor  shortage  during  the  preceding 
year,  as  reported  by  the  secretaries  of  the 
different  States;  and 

(e)  The  officially  expressed  desire  of 
each  State  for  specific  kinds  of  immigration. 

(7)  The  chairman  of  the  board  shall, 
upon  complaint  of  any  citizen  or  associa- 
tion, investigate  the  management  of  immi- 
gration stations  at  ports  of  entry.  The 
Secretary  of  Labor  shall,  upon  the  report 
of  the  chairman  of  the  board,  take  steps  to 
correct  any  abuses  or  neglect  of  duty. 

(8)  The  chairman  of  the  board  shall  pre- 
pare a  brief  and  simple  statement  of  the 
rights  and  duties  of  aliens  residing  in  the 
United  States,  which  shall  be  printed 
both  in  English  and  in  the  various  lan- 
guages of  aliens  entering  the  United 
States,  a  copy  of  which  statement  in  his 
language  shall  be  given  at  the  time  of 
making  the  pledge  of  obedience  to  each 
alien  over  sixteen  years  of  age,  as  provided 
in  section  Id  (1). 

(9)  The  chairman  of  the  board  shall  pre- 
pare or  have  prepared  a  textbook  on 
"American  citizenship"  for  the  use  of 
aliens  seeking  to  qualify  themselves  for 
naturalization.  It  shall  be  simple  in  style, 
attractive  in  form,  shall  not  exceed  forty 
thousand  words,  and  shall  contain  what 
every  alien  desiring  to  become  a  citizen 
shall  be  required  to  know  concerning  the 
history  of  the  American  people;  the  prin- 
ciples, ideals,  and  methods  of  the  Govern- 
ment of  the  United  States;  the  rights 
and  duties  of  citizens  and  the  principles 
and  requirements  of  personal  and  public 
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hygiene.  This  textbook,  when  authorized 
by  the  board,  shall  serve  as  the  basis  upon 
which  the  courts  granting  papers  of  natu- 
ralization shall  judge  of  the  intellectual 
qualifications  of  applicants  for  citizenship. 

Sec.  lb.  Admission  op  transients. — 
(1)  That  aliens  entering  the  United  States 
as  transients,  excepting  accredited  repre- 
sentatives and  officials  of  foreign  Govern- 
ments, shall  present  proper  passports 
stating  among  other  things,  the  purpose 
of  the  visit  and  the  expected  length  of 
that  visit,  not  to  exceed  three  years. 
The  passports  of  students  may  specify  six 
years  as  tiie  period.  Aliens  possessing  such 
passports  who  desire  to  extend  the  period 
of  residence  in  the  United  States  may  secure 
permission  for  such  extension  from  the 
Commissioner  General  of  Immigration. 
The  regulations  providing  for  such  exten- 
sion   shall    be    prepared    by    the   board. 

(2)  Any  alien  entering  as  a  transient 
who  remains  in  the  United  States  beyond 
the  period  specified  in  his  passport  without 
securing  from  the  Commissioner  Greneral 
of  Immigration  permission  for  the  exten- 
sion of  the  period  of  his  visit  shall  be  taken 
into  custody  and  deported  according  to 
the  provisions  of  sections  19,  20,  and  21  of 
the  Act  of  February  5,  1917. 

(8)  Aliens  permitted  to  enter  the  United 
States  as  transients  must  be  persons  of  the 
following  status  or  occupations: 

Government  officers,  minsters  or  religious 
teachers,  missionaries,  lawyers,  physicians, 
chemists,  civQ  engineers,  teachers  or  other 
professional  persons,  students  provided  with 
their  own  funds  or  guaranteed  support  by 
their  own  Governments  or  by  Institutions 
or  friends  in  the  United  States,  authors, 
artists,  merchants,  and  travelers  for  curi- 
osity, health,  or  pleasure,  their  legal  wives 
or  their  children  under  sixteen  years  of  age, 
or  their  personal  and  domestic  servants  who 
shall  accompany  them  or  who  subsequently 
may  apply  for  admission  to  the  United 
States;  but  such  persons  with  their  legal 
wives  and  foreign-bom  cliildren  and  serv- 
ants who  fail  to  maintain  in  the  United 
States  the  specified  status  or  occupation 
shall  be  deemed  to  be  in  the  United  States 
contrary  to  law,  and  shall  be  subject  to 
deportation  as  provided  in  sections  19,  20, 
and  21  of  the  Act  of  February  5,  1917. 


(4)  Alien  students  who  are  admitted  as 
transients  shall  not  be  regarded  as  having 
lost  that  status  by  reason  of  having  secured 
temporarily  some  gainful  occupation  on 
condition  that  they  maintain  regular 
attendance  in  high  school,  college,  or  uni> 
versity,  the  nature  of  the  schools  to  be 
specifically  defined  and  the  requisite  regu- 
lations to  be  prescribed  by  the  board. 

Section  Ic.  The  admission  op  immi- 
grants. — (1)  That  in  April  of  each  year  the 
board  shall  determine  the  maximum 
number  of  aliens  of  each  ethnic  group  to  be 
admitted  as  immigrants  to  the  United 
States  during  the  fiscal  year  next  following. 
Such  determination  shall  be  based  on  the 
report  of  the  chairman  of  the  board  pro- 
vided for  in  section  la  (6)  and  shall  have 
regard  to — 

(a)  The  demonstrated  assimilability  of 
each  ethnic  group; 

(b)  The  maintenance  of  American  stand- 
ards of  living  and  wages; 

(c)  The  amount  of  unemployment  and 
labor  shortage  in  the  United  States; 

(d)  The  general  labor  and  economic 
conditions  in  the  different  parts  of  the 
United  States;  whether  among  industrial, 
agricultural,  domestic,  or  other  workers; 
and 

(e)  The  adaptability  of  each  particular 
group  to  fulfill  the  requirements  and  to 
meet  the  needs. 

(2)  Tl^e  board  shall  in  no  case  set  the 
number  of  admissible  immigrants  from  any 
single  ethnic  group  above  10  per  centum 
of  a  basic  figure  composed  of  those  of  that 
group  in  the  United  States  who  were — 

(a)  American-bom  citizens  whose  foreign- 
bom  father  x)r  mother  belong  to  such  ethnic 
group  and  which  children  were  residing  in 
continental  United  States  as  shown  by  the 
last  available  United  States  census;  and 

(b)  Naturalized  citizens  who  were  resid- 
ing in  continental  United  States  as  shown 
by  the  last  available  census. 

(3)  An  alien  of  any  given  ethnic  group 
returning  from  a  visit  abroad,  who,  before 
leaving  for  such  visit,  had  declared  his 
intention  of  becoming  a  citizen  of  the 
United  States,  shall  be  readmitted  to  the 
United  States  without  reference  to  the 
amount  of  permissible  immigration  of  said 
ethnic  group  as  determined  by  the  board. 
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(4)  The  Commissioner  Greneral  of  Immi- 
gration shall  promptly  send  to  the  Ameri- 
can consuls  and  also  the  transportation 
agencies  in  American  ports  which  conmionly 
bring  aliens  to  the  Ignited  States,  the  deter- 
mination of  thei>oard  as  to  the  maximum 
permissible  immigration  for  the  various 
ethnic  groups  for  the  ensuing  fiscal  year, 
and  shall  make  suitable  arrangements  for 
their  publication  both  in  American  and 
foreign  ports.  He  shall  also  publish  a 
monthly  statement  throughout  the  ensuing 
fiscal  year  showing  the  maximum  number 
as  established  by  such  determination  by  the 
board,  of  aliens  of  each  ethnic  group  who 
may  be  so  admitted  to  the  United  States 
during  the  current  fiscal  year,  together  with 
the  number  of  aliens  of  each  such  ethnic 
group  already  so  admitted  during  that  year 
and  shall  send  such  reports  promptly  to 
the  American  consuls  in  all  ports  from 
which  aliens  commonly  sail  for  the  United 
States.  When  75  per  centum  of  such  max- 
^  imum  number  of  aliens  of  any  ethnic  group 
have  been  so  admitted  for  the  current  fiscal 
year,  a  similar  statement  with  respect  to 
the  aliens  of  such  ethnic  group  shall  be 
issued  weekly  thereafter. 

(5)  In  case  of  the  arrival  of  inmiigrants 
of  any  given  group  at  a  port  of  entry  after 
the  permissible  number  of  immigrants  of 
such  group  has  been  admitted,  they  shall 
be  refused  admission,  but  the  father  or 
grandfather,  over  fifty-five  years  of  age, 
the  wife,  mother,  grandmother,  immarried 
or  widowed  daughter,  or  son  not  over  six- 
teen years  of  age,  sent  for  by  any  member 
of  such  group  lawfully  a  resident  in  the 
United  States,  shall  nevertheless  be  ad- 
mitted. Such  admissions  shall  be  made 
the  first  charge  on  the  permissible  immi- 
gration of  such  ethnic  group  for  the  year 
next  following. 

(6)  The  board  may  increase  at  any  time 
the  maximum  immigration  permitted  to 
any  given  ethnic  group,  but  a  notice  of 
not  less  than  three  months  must  be  given 
of  a  proposed  decrease  to  be  enforced 
during  any  current  fiscal  year,  and  shall 
make  such  regulations  as  may  be  deemed 
necessary  to  prevent  congestion  of  inmii- 
gration  at  any  period  of  the  fiscal  year,  to 
avoid  inconvenience  to  the  transportation 
companies,  and  to  avoid  hardships  to  the 


immigrants,  because  of  the  provisions  of 
this  Act. 

(7)  Transportation  agencies  bringing 
alien  immigrants  who  arrive  after  the  per- 
missible immigration  of  such  aliens  has 
been  exhausted  shall  carry  such  aliens  back 
to  the  port  of  debarkation  free  of  charge. 
The  Secretary  of  Labor  shall  prepare 
and  authorize  the  rules,  regulations,  and 
penalties  for  the  enforcement  of  this 
provision. 

(8)  The  Secretary  of  Labor  shall  be  the 
final  judge  as  to  the  facts  in  the  application 
of  this  Act  in  all  cases  of  doubt  affecting 
the  admission  of  individual  inmiigrants. 

Section  Id.  Pledge  of  obedience. — 
(1)  That  every  adult  alien  entering  the 
United  States,  excepting  accredited  officials 
of  foreign  Governments,  shall  be  required 
to  file  with  the  immigration  officials  at  the 
port  of  entry  a  sworn  statement  printed 
both  in  English  and  in  the  language  of  the 
alien,  pledging  obedience  to  the  laws  of  the 
United  States  and  of  the  States  in  which  he 
may  reside.  The  form  of  such  statement 
shall  be  prescribed  by  the  chairman  of  the 
board. 

(2)  Every  adult  alien  except  transients, 
upon  admittance  to  the  United  States, 
shall  in  such  pledge  or  agreement  declare 
the  intention  of  learning  the  English  lan- 
guage and  of  becoming  acquainted  with 
the  methods  of  this  Grovernment  and  with 
the  ideals  and  institutions  of  this  country. 
A  duplicate  of  this  pledge  shall  be  given 
to  the  declarant. 

(3)  Such  pledge  or  agreement  shall  be 
printed  upon  the  back  of  the  transportation 
ticket  issued  to  every  alien  immigrant,  and 
a  penalty  of  $100  shall  be  incurred  by  and 
collected  from  any  transportation  company 
or  individual  engaged  in  the  business  of 
transporting  aliens  to  or  within  the  United 
States  which  shall  violate  this  regulation 
after  actual  notice  thereof  from  the  Com- 
missioner General  of  Immigration. 

Sec.  2.  That  the  first  paragraph  of  sec- 
tion 8  of  the  Act  of  February  5,  1917,  is 
amended  to  read  as  follows: 

"Sec.  3.  That  the  following  classes  of 
aliens  shall  be  excluded  from  admission  into 
the  United  States:  All  idiots,  imbeciles, 
feeble-minded  persons,  epileptics,  insane 
persons;  persons  who  have  had  one  or  more 
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attacks  of  insanity  at  any  time  previously; 
persons  of  constitutional  psychopathic  in- 
feriority; persons  with  chronic  alcoholism; 
paupers;  professional  beggars;  professional 
or  habitual  gamblers;  vagrants;  persons 
afflicted  with  tuberculosis  in  any  form  or 
with  a  loathsome  or  dangerous  contagious 
disease;  persons  not  comprehended  within 
any  of  the  foregoing  excluded  classes  who 
are  found  to  be  and  are  certified  by  the 
examining  surgeon  as  being  mentally  or 
physically  defective,  such  physical  defect 
being  of  a  nature  which  may  affect  the 
ability  of  such  alien  to  earn  a  living; 
persons  who  have  been  convicted  of  or  admit 
having  committed  a  felony  or  other  crime 
or  misdemeanor  involving  moral  turpi- 
tude; polygamists,  or  persons  who  prac- 
tice polygamy  or  believe  in  or  advocate 
the  practice  of  polygamy;  anarchists,  or 
persons  who  believe  in  or  advocate  the 
overthrow  by  force  or  violence  of  the  Gov- 
ernment of  the  United  States,  or  of  all 
forms  of  law,  or  who  disbelieve  in  or  are 
opposed  to  organized  government,  or  who 
advocate  the  assassination  of  public  offi- 
cials, or  who  advocate  or  teach  the  unlaw- 
ful destruction  of  property;  persons  who  are 
members  of  or  affiliated  with  any  organi- 
zation entertaining  and  teaching  disbelief 
in  or  opposition  to  organized  government, 
or  who  advocate  or  teach  the  duty,  necessity, 
or  propriety  of  the  unlawful  assaulting  or 
killing  of  any  officer  or  officers,  either  of 
specific  individuals  or  of  officers  generally, 
of  the  Government  of  the  United  States 
or  of  any  other  organized  government,  be- 
cause of  his  or  their  official  character,  or  who 
advocate  or  teach  the  unlawful  destruction 
of  property;  prostitutes,  or  persons  coming 
into  the  United  States  for  the  purpose  of 
prostitution  or  of  any  other  immoral  pur- 
pose; persons  who  directly  or  indirectly 
procure  or  attempt  to  procure  or  import 
prostitutes  or  persons  for  the  purpose 
of  prostitution  or  of  any  other  immoral 
purpose;  persons  who  are  supported  by 
or  receive  in  whole  or  in  part  the  pro- 
ceeds of  prostitution;  persons  hereinafter 
called  contract  laborers  who  have  been 
induced,  assisted,  encouraged,  or  solicited  to 
migrate  to  this  country  by  offers  or  prom- 
ises of  employment,  whether  such  offers  or 
promises  are  true  or  false,  or  in  consequence 


of  agreements,  oral,  written  or  printed,  ex* 
pressed  or  implied,  to  perform  labor  in  this 
coimtry  of  any  kmd,  skilled  or  unskilled; 
persons  who  have  come  in  consequence  of 
advertisements  for  laborers,  printed,  pub- 
lished, or  distributed  in  a  foreign  country; 
persons  likely  to  become  a  public  charge; 
persons  who  have  been  deported  under 
any  of  the  provisions  of  this  Act,  and  who 
may  again  seek  admission  within  one  year 
from  the  date  of  such  deportation,  unless 
prior  to  their  reembarkation  at  a  foreign 
port  or  their  attempts  to  be  admitted  from 
foreign  contiguous  territory  the  Secretary 
of  Labor  shall  have  consented  to  their  re- 
applying for  admission;  persons  whose 
tidcets  or  passage  is  paid  for  with  the 
money  of  another,  or  who  are  assisted  by 
others  to  come,  unless  it  is  affirmatively  and 
satisfactorily  shown  that  such  persons  do 
not  belong  to  one  of  the  foregoing  exduded 
classes;  persons  whose  ticket  or  passage  is 
paid  for  by  any  corporation,  association,  so- 
ciety, municipality,  or  foreign  Government, 
either  directly  or  indirectly;  stowaways,  ex- 
cept that  any  such  stowaway,  if  otherwise 
admissible,  may  be  admitted  in  the  discre- 
tion of  the  Secretary  of  Labor;  all  children 
under  sixteen  years  of  age,  imaccompanied 
by  or  not  coming  to  one  or  both  of  their 
parents,  except  that  any  such  children 
may,  in  the  discretion  of  the  Secretary  of 
Labor,  be  admitted  if  in  his  opinion  they 
are  not  likely  to  become  a  public  charge 
and  are  otherwise  eligible." 

Sec.  8.  That  section  9  of  the  Act  of 
February  5, 1917,  be  amended  so  that  said 
section  shall  read  as  follows: 

"Sec.  9.  That  it  shall  be  unlawful  for 
any  person,  including  any  transportation 
company  other  than  railway  lines  entering 
the  United  States  from  foreign  contiguous 
territory,  or  the  owner,  master,  agent,  or 
consignee  of  any  vessel  to  bring  to  the 
United  StatA  eitiier  from  a  foreign  country 
or  any  insular  possession  of  the  United 
States  any  alien  afflicted  with  idiocy,  insan- 
ity, imbecility,  feeble-mindedness,  epUepsy, 
constitutional  psychopathic  inferiority, 
chronic  alcoholism,  tuberculosis  in  any  form , 
or  a  loathsome  or  dangerous  contagious 
disease,  and  if  it  shall  appear  to  the  satis- 
faction of  the  Secretary  of  Labor  that  any 
alien  so  brought  to  the  United  States  was 
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afflicted  with  any  of  the  said  diseases  or 
disabilities  at  the  time  of  foreign  embarka- 
tion, and  that  the  existence  of  such  disease 
or  disability  might  have  been  detected  by 
means  of  a  competent  medical  examination 
at  such  time,  such  person  or  transportation 
company,  or  the  master,  agent,  owner,  or 
consignee  of  any  such  vessel  shall  pay  to  the 
collector  of  customs  of  the  customs  district 
in  which  the  port  of  arrival  is  located  the 
sum  of  $200,  and  in  addition  a  sum  equal 
to  that  paid  by  such  alien  for  his  transpor- 
tation from  the  initial  point  of  departure,  in- 
dicated in  his  ticket,  to  the  port  of  arrival  for 
each  and  every  violation  of  the  provisions 
of  this  section,  such  latter  sum  to  be  deliv- 
ered by  the  collector  of  customs  to  the  alien 
on  whose  accoimt  assessed.    It  shall  also 
be  unlawful  for  any  such  person  to  bring 
to  any  port  of  the  United  States  any  alien 
afflicted  with  any  mental  defect  other  than 
those  above  specifically  named,  or  physical 
defect  of  a  nature  which  may  affect  his 
ability  to  earn  a  living,  as  contemplated 
in  section  8  of  this  Act,  and  if  it  shall 
appear  to  the  satisfaction  of  the  Secretary 
of  Labor  that  any  alien  so^brought  to  the 
United  States  was  so  afflicted  at  the  time 
of  foreign  embarkation,  and  that  the  ex- 
istence of  such  mental  or  physical  defect 
might  have  been  detected  by  means  of  a 
com]>etent   medical  examination  at  such 
time,  such  person  shall  pay  to  the  collector 
of  customs  of  the  customs  district  in  which 
the  port  of  arrival  is  located  the  sum  of 
(25,  and  in  addition  a  sum  equal  to  that 
paid  by  such  alien  for  his  transportation 
from  the  initial  point  of  departure,  indica W 
in  his  ticket,  to  the  port  of  arrival,  for 
each  and  every  violation  of  this  provision, 
such  latter  sum  to  be  delivered  by  the 
collector  of  customs  to  the  alien  for  whose 
account  assessed.    It  shall  also  be  imlawf  ul 
for  any  such  person  to  bring  to  any  port  of 
the  United  States  any  alien  who  is  excluded 
by  the  provisions  of  section  8  of  this  Act 
because  unable  to  read,  and  if  it  shaU  appear 
to  the  satisfaction  of  the  Secretary  of  Labor 
that  those  disabilities   might   have   been 
detected  by  the  exercise  of  reasonable  pre- 
caution prior  to  the  departure  of  such  alien 
from  a  foreign  port,  such  person  shaU  pay 
to  the  collector  of  customs  of  the  customs 
district  in  which  the  port  of  arrival  is 


located  the  sum  of  $200,  and  in  addition  a 
sum  equal  to  that  paid  by  such  alien  for  his 
transportation  from  the  initial  point  of 
departure,  indicated  in  his  ticket,  to  the 
port  of  arrival,  for  each  and  every  violation 
of  this  provision,  such  latter  sum  to  be  deliv- 
ered by  the  collector  of  customs  to  the 
alien  on  whose  account  assessed.  And  no 
vessel  shall  be  granted  clearance  papers 
pending  the  determination  of  the  question 
of  the  liability  to  the  payment  of  such  fines, 
or  while  the  fines  remain  unpaid,  nor  shall 
such  fines  be  remitted  or  refunded:  Pro- 
tided.  That  clearance  may  be  granted 
prior  to  the  determination  of  such  questions 
upon  the  deposit  of  a  sum  sufficient  to 
cover  such  fines:  Provided  further.  That 
nothing  contained  in  this  section  shall  be 
construed  to  subject  transportation  com- 
panies to  a  fine  for  bringing  to  ports  of  the 
United  States  aliens  who  are  by  any  of  the 
provisions  or  exceptions  to  section  8  hereof 
exempted  from  the  excluding  provisions 
of  said  section.*' 

Sec.  4.  That  the  fourth  proviso  in  the 
third  paragraph  of  section  8  of  the  Act  of 
February  5,  1917,  is  amended  to  read  as 
follows: 

**  Provided  furrier.  That  skilled  or  domes- 
tic labor,  if  otherwise  admissible,  may  be 
imported  if  labor  of  like  kind  unemployed 
can  not  be  found  in  this  country,  and  the 
question  of  the  necessity  of  importing  such 
skilled  or  domestic  labor  in  any  particular 
instance  may  be  determined  by  the  Secre- 
tary of  Labor  upon  the  application  of  any 
person  interest^,  such  applications  to  be 
made  before  such  importation,  and  such 
determination  by  the  Secretary  of  Labor 
to  be  reached  after  a. full  hearing  and  an 
investigation  into  the  facts  of  the  case; 
And  provided  further.  That  the  board  shall, 
as  to  domestic  labor,  prescribe  the  condi- 
tions and  safeguards  under  which  such  im- 
portation may  be  had:  And  provided  further. 
That  if  imported  aliens  of  any  given  ethnic 
group  arrive  after  the  permissible  number 
of  immigrants  from  such  ethnic  group  has 
already  been  admitted,  they  shall  neverthe- 
less be  admitted,  but  such  admissions  shall 
be  charged  against  the  permissible  immigra- 
tion of  said  ethnic  group  for  the  following 
year." 

Sec.  5.    That  section  19  of  the  Act  of 
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February  5, 1917,  is  amended  by  adding  in 
the  eighteenth  line  after  the  words  "at  any 
time  after  entry,"   the  following  words: 

"Any  alien  who  shall  be  found  to  be  a 
professional  or  a  habitual  gambler,  any 
alien  who  shall  be  found  to  own,  rent,  or 
lease  premises  used  as  a  place  of  gambling, 
and  any  alien  employed  in  any  capacity  in 
connection  with  a  place  of  gambling." 

Sec.  6 .  That  the  first  five  lines  of  section 
29  of  the  Act  of  February  5,  1917,  are 
amended  to  read  as  follows: 

"Sec.  29.  That  the  President  of  the 
United  States  is  authorized,  in  the  name  of 
the  Government  of  the  United  States,  to 
call  an  international  conference,  to  assemble 
not  later  than  the  year  1922,  and  in  his  dis- 
cretion, not  oftener  than  decennially  there- 
after, at  such  point  as  may  be  agreed  upon, 
or  to  send  special  commissioners  to  any 
foreign  country,  for  the  purpose  of  regu- 
lating by  international  agreement." 

Sec.  7.  That  the  fourth  paragraph  of 
section  4  of  the  Act  of  June  29, 1906,  entitled 
"An  Act  to  establish  a  Bureau  of  Immigra- 
tion and  Naturalization  and  to  provide  a 
uniform  rule  for  the  naturalization  of  aliens 
throughout  the  United  States,"  is  amended 
so  as  to  read  aj  follows: 

"Fourth.  It  shall  be  made  to  appear  to 
the  satisfaction  of  the  court  admitting  any 
alien  to  citizenship  that  immediately  pre- 
ceding the  date  of  his  application  he  has 
resided  continuously  within  the  United 
States  five  years  at  least,  and  within  the 
State  or  Territory  where  such  court  is  at  the 
time  held  one  year  at  least,  and  that  during 
that  time  he  has  behaved  as  a  man  of  good 
moral  character,  attached  to  the  principles 
of  the  Constitution  of  the  United  States, 
and  well  disposed  to  the  good  order  and 


happiness  of  the  same.  It  shall  also  be 
made  to  appear  to  the  satisfaction  of  the 
court  that  said  alien  is  able  to  speak  the 
English  language  as  specified  in  section  8  of 
the  Act  of  June  29, 1906,  is  able  to  read  and 
understand  the  textbook  on  citizenship 
authorized  by  the  Immigration  Board,  as 
provided  for  in  section  la  (9),  of  this  Act, 
and  accepts  the  ideals  and  principles  therein 
persented.  In  the  case,  however,  of  aliens 
who  show  themselves  qualified  in  all  other 
respects  and  who  on  entering  the  United 
States  were  already  thirty-five  years  of  age 
or  over,  or  who  during  their  residence  in  the 
United  States  did  not  live  in  places  provid- 
ing aliens  with  facilities  for  acquiring  the 
English  language,  the  requirement  of  abil- 
ity to  read  the  English  language  may  be 
waived  at  the  discretion  of  the  court.  In 
addition  to  the  oath  of  the  applicant,  the 
testimony  of  at  least  two  witnesses,  citizens 
of  the  United  States,  as  to  the  facts  of  resi- 
dence, moral  character,  and  attachment  to 
the  principles  of  the  Constitution  shall  be 
required  and  the  name,  place  of  residence, 
and  occupation  of  each  witness  shall  be  set 
forth  in  Uie  record." 

Sec.  8.  That  the  Act  of  February  18, 
1875,  amending  the  Act  of  July  14,  1870, 
is  amended  to  read  as  follows: 

"The  privilege  of  citizenship  by  natural- 
ization is  open  to  every  alien  who  fulfills  all 
the  intellectual,  moral,  and  technical  require- 
ments  of  the  law." 

Sec.  9.  That  this  Act  shall  take  effect 
and  be  enforced  on  and  after  its  piassage. 
All  prior  acts,  or  parts  of  acts  inconsistent 
with  any  provision  of  this  Act,  or  with  any 
treaty  obligations  of  the  United  States  of 
America,  are  hereby  repealed  on  and  after 
the  taking  effect  of  this  Act. 
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REVIEWS 
Lowns,  Robert  H.   Primitive  Society,    Pp.  viii, 
4«S.    Price,  $3.00.    New  York:  Boni  and 
Liveright,  1920. 

The  author,  an  ethnologbt,  connected  with 
the  American  Museum  of  Natural  History  of 
New  York,  is  entirely  correct  in  his  opening  daim 
that  students  of  the  social  sciences  have  long 
fdt  the  need  of  a  concise  and  accurate  account 
of  the  culture  of  the  peoples  we  call  primitive. 
The  reviewer,  a  teacher  of  Sock>]ogy,  is  one  of  a 
large  group  who  are  grateful  to  Dr.  Lowie  for 
his  service  in  writing  this  book. 

Beginning  with  marriage  and  the  family,  the 
^author  continues  his  account  of  sodal  organiza- 
tions, through  the  various  kinship  groups  and 
other  forms  of  associations  to  property,  govern- 
ment and  the  administration  of  justice.  In  all 
places  many  illustrations  are  given  from  the  four 
quarters  of  the  earth.  The  reader  is  shown  the 
wonderful  wealth  and  diversity  of  social  forms. 
The  reader  of  the  entire  bode  will  be  quite 
willing  to  accept  the  author's  view  that  social 
evolution  has  not  followed  any  given  course. 
The  attempts  of  the  research  students  to  explain 
the  phenomena  are  critically  stated  and  dis- 
cussed. The  layman,  indeed,  may  think  that 
the  author  spends  too  much  time  in  this  fashion 
and  wish  that  he  had  stated  his  own  explana- 
tions with  less  attention  to  the  opinions  of  oth- 
ers. Taking  all  things  into  consideration,  the 
author  has  been  wise  in  his  choice  of  method. 
Although  the  mass  of  detail  will  bring  its  own 
difficulties  to  the  reader,  the  author's  thought  is 
always  dear.  Technical  expressions  are  abun- 
dant, as  might  be  expected,  and  imless  the  reader 
is  pretty  famUiar  with  ethnological  terms  the 
dictionary  will  be  needed. 

Dr.  Lowie  has  performed  a  real  service  in 
making  dear  how  complex  the  life  of  more  primi- 
tive peoples  of  today  is.  We  have  been  so  ac- 
customed to  think  of  the  savage  as  leading  an 
extrcDEidy  simple,  life  that  it  is  wdl  for  us  to 
realise  how  many  and  varied  the  sodal  relations 
are  into  whidi  he  enters.  It  is  wdl  to  be  told  in 
this  convincing  fashion  that  in  countless  cases 
the  bread  and  butter  question  is  not  the  domi- 
nant influence  in  his  life.  We  might  have  been 
spared  many  one-sided  historical  theories  had 
the  authors  been  more  familiar  with  the  facts 
given  by  our  author.  In  my  judgment  this  book 
win  be  found  extremdy  helpful  and  valuable. 

Carl  Kei^et. 

Unioernty  cf  Pennsylvania, 


NOTES 
Friday,   David.     Profits,   Wages  and  Prices. 
Pp.    iv,    256.    Price,    $2.00.    New   York: 
Harcourt,  Brace  and  Howe,  1919. 

This  book  covers  the  extraordinary  growth  of 
profits  during  the  war  period,  the  uses  to  which 
profits  were  put,  the  trend  in  the  rate  of  interest 
and  wages,  the  division  of  the  products  among 
those  who  have  shared  in  bringing  them  forth, 
the  trend  of  prices  since  the  Armistice,  the  effect 
of  the  new  taxes  on  prices  and  how  real  wages 
may  be  raised. 

The  author  marshals  his  facts  with  skill.  His 
style  is  interesting  and  all  that  he  has  to  say 
important.  It  is  very  refreshing  to  find  such  a 
sane  presentation  of  nuitters  at  a  time  when  all 
those  who  want  somebody  else  to  pay  the  taxes 
are  spending  huge  sums  in  propaganda  to  get 
their  ideas  across. 


Friedman,  Eubha  M.  America  and  the  New 
Era.  Pp.  XXX,  500.  Price,  $6.00.  New 
York:  E.  P.  Dutton  and  Co.,  1920. 

This  book  attempts  to  deal  with  all  the  com- 
plex problems  facing  the  reconstruction  period. 
The  authors  of  the  various  artides  making  up 
the  chapters  in  the  book  have  been  chosen  with 
care  and  the  topics  are  timely.  Among  the  con- 
tributors are  Frederic  C.  Howe,  Mary  Van 
Kleeck,  Francis  G.  Peabody,  Charles  B.  Daven- 
port, Graham  Taylor,  Graham  Lusk  and  the 
Editor  of  the  volume,  Elisha  M.  Friedman. 


Hunt,  Gaillard  and  Sgott,  James  Brown 
(Editors).  The  Debates  in  the  Federal  Conr 
vention  of  1787  Which  Framed  the  Constitu- 
tion of  the  United  Stales  of  America,  Reported 
by  James  Madison,  Pp.  xcvii,  731.  Price, 
$4.00.  New  York:  Oxford  University 
Press,  1020. 

The  contents  of  this  book  are  perforce  ex- 
pressed in  its  title.  The  names  of  the  editors, 
Gaillard  Hunt  and  James  Brown  Scott,  are  suffi- 
dent  guarantee  of  the  care  with  which  Madi- 
son's record  has  been  edited. 

The  Madison  papers  comprise  the  original 
manuscripts  of  Madison's  notes  and  transcripts 
of  them.  This  reprint  is  from  the  original  manu- 
scripts and  changes  in  the  transcript  are  noted 
in  footnotes.     In  the  interest  of  accuracy  the 
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copy  was  collated  with  the  original  manuscript 
twice,  each  time  by  different  persons,  before  it 
was  sent  to  the  printer.  Galley  and  page  proof 
were  similarly  compared  with  the  original  man- 
uscript. There  is  a  detailed  index  of  about 
thirty  pages. 

Kemmerer,  Edwin  Walter.  High  Prices  and 
Deflation.  Pp.  86.  Price,  $1.25.  Prince- 
ton, N.  J. :  Princeton  University  Press,  1920. 

This  is  a  succinct,  scholarly  and  valuable  anal- 
ysis of  the  relation  between  inflation  and  high 
prices  and  of  the  process  of  deflation.  It  is  a 
handbook  that  should  be  in  the  reach  of  those 
who  want  to  get  concise  tables  and  a  balanced 
yet  forceful  discussion  of  the  groups  affected  by 
inflation  and  by  deflation. 


McCoLLUM,    £.    v.    and    Shoionds,    Nina. 

Ameriean  Home  Diet,  Price,  $3.50.  Detroit: 

Frederick  C.  Matthews  Co.,  I9«0. 

Dr.  McCollum  is  the  dean  of  the  new  school  of 

nutrition  experts  in  the  United  States.   This 

book  is  a  discussion  of  what  we  eat  with  menus 

for  lundi  and  dinner  for  every  day  of  the  year 

including  breakfast  for  the  first  three  months  of 

the  year. 

RouTZAHN,  Mart  Swain.     Traveling  PMieHjf 

Campaigns,     Pp.   xi,    151.     Price,    $1.50. 

New  York,  Russell  Sage  Foundation,  1920. 

This  book  is  the  forerunner  of  many  books  of 

its  kind  because  of  the  growing  importance  of 

campaign  methods.    Campaigning  with  trains, 

motor  vehicles  and  exhibit  cars  are  discussed  with 

essential  advance  publicity  and  follow-up  work. 
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AmiNisniATivE  Pboblems  Growing  Out  of 
THE  IioaoRATiON  Lawb.  Louis  F.  Post, 
ll>*-198. 

Agricultural  activities,  Japanese,  92. 

colonies,  Asiatic,  effort  to  stop  develop- 
ment of,  45. 

Alien  Japanese,  digibility  to  American  citizen- 
ship, 77. 

Land  Law,  64,  65,  85,  88. 

Alien  Land  Law,  California,  Amendment, 
Adopted  November  2,  19«0,  13-16. 

Aliens:  Japanese,  arrival  and  departure,  98; 
number,  in  state  prisons,  168. 

American    Citizenship   and   the   Japanese. 

.    Roy  Malcolm,  77-81. 

American  Federation  of  Labor:  Annual  Con- 
vention, 1916,  S6;  proposal,  213. 

American-Japanese  Treaty,  98. 

Americanization.    Carol  Aronovid,  134-138. 

Americanization:  141,  142,  155,  191-193,  210, 
212;  meaning  of,  184;  movement,  134,  137; 
problem,  aspects,  for  constructive  program, 
137,  183. 

Anderson,  John,  58. 

Anglo-Saxon  and  American  civilization,  136. 

Anti-Alien  Land  Law:  of  1913,  49;  new,  23,  24, 
•7. 

Aitti-Japanese  Agitation  from  a  Business 
BiAN*8  Standpoint.  Reginald  H.  Parsons, 
72-74. 

Anti-Japanese  Movement,  The  Develop- 
ment OF  THE.    Robert  Newton  Lynch,  47-50. 

AnttJapanese  politicians,  motives,  84. 

Anti-Japanese  Question  in  California,  The. 
Baron  Shimpei  Goto,  104-110. 

AsoNOVici,  Carol.    Americanization,  134-138. 

Asia,  problem  of  Americans  relations  with,  216. 

Asiatic  Exclusion  League,  48. 

immigration,  42. 

Asiatics  and  Europeans,  discrimination  between, 
44. 

in  California,  status,  46. 

Asnmilability,  106;  Japanese,  expert  testimony 
as  to,  58;  naturalization  a  test  of,  193. 

Aasimilation,  17,  24,  25,  29,  135,  183,  191,  202, 
212;  biological,  19, 103;  cultural,  94;  economic, 
211;  physical,  92;  psychological,  19;  sociologi- 
cal, 108;  of  young  people,  156. 

AaandLiATioN  and  Governmental  Regula- 
tion.   Frank  Julian  Wame,  181-185. 


Associations,  historical,  with  Japan,  1-3. 
Avilla,  Pa.,  cooperative  enterprise,  148. 

Bankers,  American,  209,  210. 

"Barred  Zone"  clause.  Immigration  Act,  1917, 
43,45. 

Baughman,  Rubt,  v.  Elementary  Education  for 
Adults,  161-168. 

Bill,  proposed  by  National  Committee  for  Con- 
structive Lnmigration  Legislation,  principle 
features,  214,  215. 

Birth-rate,  Japanese,  m  California,  22,  26, 29, 32, 
62,  90,  91. 

Bohemian  National  Alliance,  151. 

Bohemians,  religious  influences  among,  151. 

BoHEfiOANS  AND  SLOVAKS — NoW  CZECHOSLO- 
VAKS.    Jaroslav  F.  Smetanka,  149-153. 

Brown,  Edward  A.,  56. 

Bureau  of  Immigration  and  Naturalization, 
Japanese  naturalized  before,  79. 

Burlingame  Treaty,  40. 

Burns,  Allen  T.  Immigration,  the  Matrix  of 
American  Democracy,  144-149. 

California  Constitutional  Convention,  1879, 
Memorial  to  Congress  by,  38,  39. 

State  Board  of  Control,  investigation,  46, 

55. 

Federation  of  Labor,  Annual  Con- 
vention, 1915,  35. 

California — White  op  Yellow?  Marshall 
De  Motte,  18-23. 

California's  Japanese  Situation.  Kiyo  Sue 
Inui,  97-104. 

Calhoun,  Mrs.  A.  S.,  56. 

Catholics,  Bohemian  and  Slovak,  151,  152. 

Chamber  of  Commerce,  San  Francbco,  50,  51. 

Chambers,  John  S.  The  Japanese  Invasion, 
25-29. 

Children,  Japanese:  adaptability,  in  public 
schools,  80;  born  abroad,  practice  of  Japan  in 
regard  to,  80;  comp>arative  height  and  weight 
of  American-bom  and  in  Japan,  93,  103; 
education,  80,  102,  105;  Mongolian,  in  Cali- 
fornia schools,  21.     See  also  Labor. 

China:  Treaty  between  United  States  and, 
1894,  41;  Treaty,  1880,  41.     See  aUo  Treaty. 

Chinese:  California's  attitude  toward,  87;  immi- 
gration problem,  in  California,  34;  in  Cali- 
fornia,   18,    38.    47,    74;   naturalization,    78; 
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population,  decrease,  68.  See  aUo  Immigra- 
tion. 

Chinese,  The  Attttudb  of  the.  Towards 
Americans.    Paul  S.  Reinsch,  7-18. 

Chinese  Exclusion  Act,  43,  44,  45. 

Citizenship:  American,  Japanese  admitted  to, 
79;  America's  refusal  to  grant,  to  Japanese, 
119;  dual,  20,  31,  38,  65;  Japanese  not  eligible, 
47. 

Civilization,  American  and  Anglo-Saxon,  136. 

Colonization:  attempts  at,  of  Japan,  20,  21;  of 
Japanese  in  California,  25. 

Competition:  between  Japan  and  the  United 
States,  118;  between  white  and  Japanese 
labor  in  Calif omia,  54;  economic,  fear  of,  in 
California,  73;  for  Mexican  laborers,  127; 
racial,  117. 

Contract  labor  law,  122. 

Cooperation,  international,  6. 

Cooperative  enterprise,  Avilla,  Pa.,  148. 

Coulter,  John  Lee,  158. 

Crops,  farm,  in  California,  value,  1909,  64;  1919, 
22. 

Czechoslovak  independence,  campaign,  150, 151. 

National  Council  of  America,  150. 

Republic  149,  150,  152. 

Democracy:  American,  145;  European,  145. 
Db  Motte,  Marshall.    California — White  or 
Yellow?     18-23. 

Economic  problem,  immigration,  212. 

system,  racial,  209. 

systems  for  immigrants,  207,  208. 

Education  for  Adults,  Elementart.  Ruby 
Baughman,  161-168. 

Education:  adult,  method,  164;  compulsory,  in 
Japanese  schools,  27;  elementary,  for  adults, 
necessity  for,  163;  immigrant,  138;  immigrant, 
in  English  language  a  necessity,  170;  for 
Japanese  children,  102;  political,  of  early 
immigrants,  175-178;  political,  of  immigrant, 
173,  177. 

Educational  facilities  for  adult  illiterates,  pro- 
vision, 171,  172. 

opportunities  for  Chinese,  18. 

Emigration:  encouragement  of,  204;  from 
Hawaii,  of  American  citizens  of  Japanese 
parentage,  114. 

Employment:  of  Japanese  by  Whites,  26;  of 
Whites  by  Japanese,  87.    See  also  Labor. 

English:  immigrant's  need  for  knowledge  of, 
174;  teaching  of,  142.  See  also  Education, 
Schools. 


Exclusion:  agitation  for,  in  California,  119; 
Chinese,  movement  for,  89,  40;  inmiigrant, 
hardship  caused  by,  196,  197;  Japanese,  de- 
mand for,  in  California,  35. 

Act,  8,  41. 

Exclusion  History,  Review  op.  Walter 
Macarthur,  38-42. 

Exdusionists,  80. 

Expansion,  need  for,  in  Japan,  28. 

Expatriation  of  Japanese,  81. 

Fairchild,  Henrt  Pratt.    Ultimate  Basis  of 

Immigration,  198-201. 
Fami  employment  in  Southwest,  and  Mexican 

immigration,  121. 

labor  in  California,  51,  72. 

Farmers,  Japanese:   employers  of  white  labor, 

87;  popularity  of,  83. 
Farming  communities,  Polish,  154. 
Federal  Trades  Council  of  Sacramento,  87. 
FiNEGAN,  Thoicas  E.    The  Education  of  the 

Illiterate  Immigrant,  168-173. 
Finns,  Fitchburg,  Mass.,  147. 
Foreign  bom,  143;  exodus  of,  during  post-war 

period,  187. 

colonies  in  the  United  States,  157. 

land  ownership  in  Japan,  64. 

language:  in  high  schools,  143;  in  parochial 

schools,  157. 
Foreword,  v. 
Freedom,  meaning,  140. 
Fruit  Growers'  Exchange,  Textbook  issued  by 

Industrial  Relations  Dept,  165. 

Geary  Exclusion  Act,  18,  41,  43. 

"Gentlemen's  Agreement,"  26,  35,  44,  45,  48, 

98,  99;  number  of  aliens  permitted  to  enter 

United  States  by,  98;  alleged  violation  of,  59. 
Goto,  Baron  Shdcpei,  30;  The  Anti-Japanese 

Question  in  California,  101-110. 
Grove,  Julian  Korski.    The  Polish  Group  in 

the  United  States.  153-156. 
GuucK,  Sidney,  19;  Japanese  in  California,  55- 

69. 
GwiN,    J.    Blaine.    Immigration    Along   Our 

Southwest  Border,  126-130. 

Halu  Prescott  F.  Immigration  and  the 
World  War,  190-193. 

Harada,  Tasuku,  117. 

Hart,  C.  B.,  58. 

Hatfield,  Mass.,  148. 

Hawaii,  American  annexation  of,  86;  American 
sugar  interests,  98;  emigration  from,  of  Amer- 
ican  citizens   of   Japanese   parentage,    114; 
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immigratioii,    110;    Japanese   labor    in,    70; 

Japanese    population,    68;    Japanese    school 

system  in,  32;  marriage  in,  with  Japanese,  80; 

policy  of  Japanese  in,  82;  population,   69; 

strikes  in.  111. 
Hawaiian   inmiigrants,   induced  to  California, 

111. 
Islands,  Japanese  in,  25. 

ELkWAn*8    ExPERIENCli    WITH    THE    JAPANESE. 

Doremus  Scudder,  110-115. 

Head  Tax:  avoidance  of,  by  Mexican  inmii- 
grants, 122;  increase  in,  128;  value,  129. 

Hearings  in  California  and  Washington  of  House 
Conunittee  on  Immigration  and  Naturaliza- 
tion, 66. 

Heney-Webb  Land  Act,  45,  46. 

Illiteracy,  adult,  among  Mexicans,  181. 

IlXFTEBATB  IMMIGRANT,  ThE  EDUCATION  OF  THE. 

Thomas  £.  Finegan,  168-178. 

Illiterates:  adult,  169;  exclusion  of,  178. 

Immigrant  exclusion,  190. 

groups,  influence  of  American  traditions  on, 

158-160. 

stations,  194. 

wage-earners,  need  for,  in  United  States, 

203. 

Immigrants:  arrivals,  decrease,  182;  Bohemian, 
in  America,  149;  change  in,  since  the  war.  202; 
Czechoslovak,  150;  illiterate,  increase,  168; 
interests,  plan  of  foreign  nations  to  control, 
204,  205;  isolation  of  new,  ^46;  methods  of 
dealing  with,  144;  Polish,  158;  political  edu- 
cation, 178;  second  generation,  156;  Slovak, 
in  America,  149. 

Immiorantb  in  the  Assimilative  Process, 
The  Second  Generation  of.  Thaddeus 
Sleazynski,  156-161. 

Immigration,  Asiatic,  42;  bill  introduced  to 
regulate,  218^^224;  Chinese,  89,  48;  control  of, 
188;  decennial,  182;  decrease,  among  Bohem- 
ians and  Sk)vaks,  152,  158;  decrease  in,  and 
industrial  defwession,  182,  188;  difFerence  be- 
tween European  and  Oriental,  117;  effecU  of 
war  on,  181,  186;  increase,  181,  187,  211; 
Japanese,  29,  44,  47,  96;  Mexican,  121;  Orien- 
tal, 201;  Oriental,  to  the  U.  S.,  47;  selective, 
policy,  168;  to  U.  S.,  motive  for,  199;  unre- 
stricted, 218. 

ImnoBATiON,  The  Matrix  of  American 
DxMOCRACT.    Allen  T.  Bums,  144-149. 

Imbcighation,  The  Ultimate  Basis  of.  Henry 
IVatt  Fairchild,  198-201. 


Immigration  Along  Our  Southwest  Border. 

J.  Blaine  Gwin,  126-180. 
Immigration  and  Naturalisation,  House  Com- 

mittee  on.  Hearings,  55,  66,  67. 
Immigration  and  the  Future.    Frances  Kel* 

lor,  201-211. 
Immigration  and  the  World  War.    IVescott 

F.  HaU,  190-198. 
Immigration  Commission,  conclusions  and  rec- 

onunendations,  185, 186. 
Law,  chief  objections,  216,  217;  probable 

effect  of  proposed,  215,  216. 
Industrial    Significance    of    Immigration, 

The.    W.  Jett  Laudc,  185-190. 
Industrial  workers  of  Japan,  87. 
Intermarriage,  25,  95. 
International  Labor  Conference,  1919,  87. 
Inui,  Kito  Sue.    California's  Japanese  Situa- 
tion, 97-104. 
Irish,  John  P. 

fornia,  74-76. 
Ishii,  Viscount,  1. 


The   Japanese  Issue  in  Cali- 


Japan:  foreign  land  Ownership  in,  64;  practice 
of,  regarding  children  bom  abroad,  80. 

Japanese:  adaptability  of,  106;  admitted  to 
American  citizenship,  79;  agricultural  activ- 
ities, 92;  American-bom,  problem,  in  Cali- 
fornia, 45;  attitude  of  Americans  toward,  89; 
attitude  of  California  toward,  108;  birth-rate, 
in  California,  90,  91;  expatriation  of,  81; 
friendship  of,  for  Americans,  71;  in  Cahfomia, 
104;  in  Los  Angeles,  55;  in  Mexico,  100;  ineligi- 
ble to  naturalization,  115;  loyalty,  81;  nat^ 
uralization,  78,  79;  population,  in  California, 
26,  90;  population,  in  Hawaii,  68;  problem, 
recognition  of,  in  America,  89;  rate  of  increase^ 
100;  religion,  80;  religious  training,  96; 
unlawful  entry,  over  Mexican  borders,  104. 
See  also:  Birth-rate;  Children,  Japanese; 
Population. 

Japanese  Association  of  America,  82,  96. 

immigrants,  economic  status,  105. 

immigration,  44,  96;  fixed  by  treaty,  70; 

problem,  solution  of,  97.  See  also  Lnmigra- 
tion. 

Japanese  in  California.  Sidney  L.  Gulick, 
55-69. 

Japanese  in  the  Melting-Pot:  Can  Thxt 
Assimilate  and  Make  Good  Citieens? 
V.  S.  McClatchy,  2»-84. 

Japanese  Invasion,  The.  John  S.  Chambera* 
2^-29. 
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Japanese  Invasion,  Why  Caupornia  Objects 

TO  THE.    James  D.  Phelan,  16-17. 
Japanese  Issue  in  California,  The.    John  P. 

Irish,  74-76. 
Japanese    Land    Pboblem    of    Caufobnia, 

The.    Elwood  Mead,  51-55. 
Japanese  language  schools,  95,  96. 
Japanese  Menace  in  America  a  Realitt,  Is 

the.    Kiichi  Kanzaki,  88-97. 
Japanese  Question,  The.    £.  K.  Kawakami, 

81-88. 
Japanese  question,  exploitation,  83. 
Japanese    Question    in    California,    The. 

Lothrop  Stoddard,  42-47. 
Japanese  school  question,  65. 
Japanese-American  Rektions  Committee,  50. 
Jessup,  Henbt  W.,  V,  Chairman,  The  National 

Committee  for  Constructive  ImmigraHon  Legia- 

laiion.    The  New  Flood  Tide  of  Immigration, 

811-224. 
Juvenile  delinquency,  Mexican,  131. 

Kanzaej,  KncHi.  Is  the  Japanese  Menace  in 
America  a  Reality?    88-97. 

Kawakami,  K.  K.  The  Japanese  Question, 
81-88. 

KsLLOR,  Frances,  v.  Immigration  and  the  Fu- 
ture, 201-211. 

Kelbet,  Carl,  v. 

Kondo,  C,  S3. 

Kumora,  M.,  58. 

Kuno,  Prof.,  26,  27. 

Labor:  and  immigration,  188;  child,  179;  con- 
ditions, in  Southern  California,  166;  farm,  in 
California,  51,  72;  industrial  demand  for,  183; 
Japanese,  66;  wages  for,  in  Mexico,  127;  white, 
employed  by  Japanese  farmers,  87. 

Labor  camp,  American  and  Japanese  laborers  in, 
65. 

Council    of    Stockton,    recommendations 

adopted  by,  87. 

reserve,  189. 

turnover,  206. 

Laborers:  American,  prefer  Japanese  employers, 
82;  Japanese,  not  wanted  in  California,  17; 
Mexican,  demand  for,  122;  Mexican,  welcomed 
by  large  planters,  124. 

Laborers'  Friendly  Society  in  Japan,  36. 

Land:  ownership,  198;  ownership,  foreign,  in 
Japan,  64. 

Land  in  California:  leased  or  owned  by  Japanese, 
17,  26,  49,  51,  52,  53,  63,  64,  101;  p^lem,  48, 
51,  54;  purchase  of,  by  alien  Japanese  for 


children,  23;  selling  or  leasing,  legblation  on, 
51. 
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FOREWORD 


The  primary  purposes  held  in  view 
in  collecting  the  papers  for  this  volume 
have  been  to  present  the  facts  and 
conditions  of  international  trade  as 
it  has  developed  since  the  signing  of 
the  armistice;  to  point  out  the  present 
problems  of  foreign  trade  development* 
particularly  as  applied  to  American 
foreign  trade;  and  to  discuss  those, 
broad  policies  of  organization  for  for- 
eign trade  and  of  government  control 
of  commerce  which  affect  the  growth  of 
international  trade  and  the  commercial 
relations  between  nations.  That  these 
questions  are  not  all  fully  treated  in 
this  volimie  it  is  imnecessary  to  say. 
The  limitations  of  space'as  well  as  the 
difficulties  of  securing  contributions  at 
a  given  time  from  a  wide  range  of  au- 
thorities make  this  impossible.  Never- 
theless, it  is  believed  that  the  papers 
here  assembled  will  fulfill  the  general 
purposes  indicated.  They  not  only 
will  give  the  reader  a  picture  of  the 
present  international  trade  situation, 
but  also  will  help  in  clarifying,  if  not 
in  solving,  some  of  the  problems  that 
now  face  the  individual  foreign  trader 
and  the  nation  itself  in  its  international 
trade  relations. 

Part  I  is  descriptive  of  international 
trade  as  it  has  developed  in  the  United 
States  and  in  other  parts  of  the  world 
since  the  signing  of  the  armistice. 
With  many  differences  in  the  nature  of 
trade  developments  in  different  coun- 
tries, two  facts  stand  out  clearly  from 
reading  these  articles:  First,  the  in- 
tense development  of  foreign  trade 
during  the  period  following  the  armis- 
tice, and  the  attempts  to  adjust  it  to 
the  new  conditions  created  by  the  war; 
and,  secondly,  the  strenuous  efforts 
being  made  by  various  governments 
either  to  regain  or  to  maintain  and  ex- 


pand their  overseas  trade.  This  latter 
point  is  further  emphasized  by  other 
articles,  especially  by  Professor  Tos- 
dal's  article  in  Part  III  and  Mr.  Wal- 
lace's article  in  Part  IV. 

Part  n  considers  the  present  out- 
look for  American  foreign  trade  from 
two  points  of  view:  first,  in  the  light  of 
the  new  international  position  of  the 
United  States  as  a  creditor  nation,  and 
secondly,  in  relation  to  our  own  eco- 
nomic development  and  the  opportu- 
nities for  American  expansion  in  world 
markets.  With  enormous  sums  owed 
to  the  United  States,  with  exchanges  in 
most  of  the  important  world  markets 
greatly  depreciated  in  respect  to  the 
United  States,  with  an  American  mer- 
cantile marine  second  only  to  Great 
Britain's,  it  is  evident  that  the  mainte- 
nance of  American  foreign  trade  is 
dependent  upon,  not  restriction,  but 
encouragement  of  the  import  trade, 
not  only  from  the  raw-material  produc- 
ing coTmtries  of  the  world  but  from  the 
industrial  countries  of  Western  Europe 
as  well.  The  great  barrier  to  the  flow 
of  our  export  trade  at  present  is  the  dif- 
ficulty of  financing  it.  The  solution  of 
that  difficulty  depends  upon  many 
factors,  but  one  of  the  most  funda- 
mental is  the  maintenance  of  a  grow- 
ing import  trade. 

That  the  opportunities  for  trade 
with  the  rest  of  the  world  are  almost 
unlimited,  no  one  can  doubt.  The 
needs  of  the  older  developed  countries 
are  pressing  needs  and,  in  addition, 
great  undeveloped  regions  are  just 
approaching  the  threshold  of  modem 
economic  expansion.  That  the  United 
States,  with  its  vast  resources  and  its 
actual  and  potential  capacity  for  pro- 
duction, is  needed  by  the  rest  of  the 
world  to  help  supply  the  materiab  for 
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the  world's  economic  growth  is  as  true 
as  the  fact  that  the  United  States  needs 
the  supplies  and  the  markets  of  the 
rest  of  the  world  for  the  sake  of  its  own 
internal  economic  advancement.  Ex- 
port trade,  import  trade  and  domestic 
industrial  expansion  are  dependent 
each  upon  the  others. 

In  Part  III  are  described  typical 
examples  of  the  efiForts  that  are  being 
made  through  organization  for  pro- 
moting and  conducting  foreign  trade. 
Some  of  these  activities  are  strictly  gov- 
ernmental; others  are  strictly  private; 
some  are  private  with  varying  degrees 
of  government  aid  or  encouragement. 
Some  of  this  attempt  at  organization 
is  based  upon  an  intense  nationalism, 
seeking  control  or  monopoly  of  trade  in 
certain  commodities  through  combina- 
tion. It  is  modeled — in  some  cases  al- 
most exactly  copied — ^from  the  German 
methods  that,  supposedly,  were  discred- 
ited by  the  outbreak  of  the  Great  War. 
At  the  other  extreme  are  such  organi- 
zations of  business  men  as  the  Inter- 
national Chamber  of  Commerce,  and 
American  Chambers  of  Commerce  in 
foreign  countries  that  aim,  among  other 
things,  to  secure  a  greater  amount  of 
international  understanding  and  coop- 
eration among  commercial  interests. 

In  Part  IV  are  discussed  those  large 


poUcies  of  governments  that  seek  to 
r^ulate  international  trade  in  the 
interest  of  national  industrial  and  com- 
mercial development.  The  growth  of 
the  intense  nationalism,  that  seems  al- 
ways to  follow  war,  has  resulted  in  a 
strong  movement,  almost  if  not  quite 
imiversal,  that  seeks,  through  import 
and  export  tariffs  and  discriminations 
of  one  kind  or  another,  either  to  regain 
a  lost  position  or  to  maintain  advan- 
tages that  the  war  conditions  gave  to 
certain  nations.  Some  of  these  move- 
ments are  legitimate  attempts  to  pro- 
mote trade,  but  many  of  them  are  a 
reversion  to  policies  and  practices 
which  have  long  been  regarded  as  out- 
worn and  obsolete.  The  nature  of 
these  policies  are  discussed,  the  dangers 
that  threaten  international  trade  rela- 
tions through  some  of  the  schemes  now 
proposed  are  pointed  out,  and  construc- 
tive suggestions  are  made  by  which 
these  dangers  may  be  avoided  and  at 
the  same  time  national  well-being 
maintained. 

The  Editor  is  greatly  indebted  to  the 
many  contributors  for  their  cooperation 
in  planning  this  volume  as  well  as  for 
their  generous  assistance  in  carrying 
out  the  plan. 

G.   B.   ROORBACH. 

Editor  in  charge  of  Volume. 


Digitized  by 


Google 


The  Foreign  Trade  of  the  United  States  Since  the 
Signing  of  the  Armistice 

By  Simon  Litman 
Professor  of  Economics^  University  of  Elinois 


THE  abnormal  conditions  resulting 
from  the  War  and  the  slowness 
with  which  the  world  is  recovering 
from  its  saturnalia  of  destruction  are 
clearly  reflected  in  the  foreign  trade  sta- 
tistics of  the  United  States.  Whether 
one  considers  our  foreign  trade 
from  the  angle  of  the  relationship 
between  quantities  and  values  of 
goods  shipped  or  from  that  of  the  ex- 
cess of  exports  over  imports,  whether 
one  views  it  from  the  standpoint  of  the 
character  and  the  direction  of  the 
conunodities  moved  or  from  that  of  the 
methods  used  in  financing  shipments, 
one  must  conclude  that  the  world  in  its 
industrial  life  is  yet  under  the  shadow 
of  the  Great  War.  The  turbulent 
waves  set  into  motion  on  the  seas  of 
international  commerce  have  not  yet 
subsided)  and  the  movement  of  goods 
and  of  payments  is  yet  far  from  what 
one  would  expect  it  to  be  in  an  era  of 
peace  and  prosperity  based  upon  an 
inteUigent  utilization  of  the  natural  re- 
sources in  the  various  regions  of  the 
globe. 

Four  years  of  exaltation  and  of 
agony,  of  fear  and  hope,  of  hatred  and 
devotion,  four  years  of  roaring  cannons 
and  of  bursting  shrapnel  have  left 
Europe,  the  main  workshop  of  the 
WOTld,  woynded,  dazed,  incapable  of 
quickly  returning  to  the  sustained  eflfort 
and  the  humdrum  existence  of  mill  and 
factory  towns.  Those  who  expected 
that  with  Grermany's  acknowledgment 
of  defeat  a  new  industrial  Europe 
would  immediately  emerge  from  the 
ruins  of  the  old  one  proved  poor  econo- 
mists and  poorer  psychologists. 


It  is  somewhat  difficult  to  foretell  at 
present  how  soon  a  normal  basis  in  our 
conmiercial  intercourse  with  foreign 
nations  will  be  reached.  However,  cer- 
tain tendencies  are  beginning  to  mani- 
fest themselves  which  corroborate  the 
contentions  of  those  who  have  been 
pointing  out  the  utterly  artificial  char- 
acter of  our  trade  development  since 
the  memorable  days  of  August,  1914. 

Growth  of  Export  Trade 

The  rapid  growth  in  the  value  of  our 
foreign  conmierce  which  commenced 
in  1915  and  continued  through  the  war 
was  not  checked  by  the  cessation  of 
hostilities.  During  the  year  ending 
June  30,  1919,  our  exports  were  val- 
ued at  $7,232,282,000  and  our  imports 
at  $3,095,720,000,  giving  us  a  total  of 
$10,328,002,000  as  contrasted  with  a 
total  tradeof  $8,865,367,000  inl918and 
$4,258,505,000  in  1914.  The  excess  of 
exports  over  imports,  the  largest  in  the 
history  of  the  country,  equalled  $4,136,- 
563,000;  the  excess  in  1918  was  $2,974,- 
056,000  and  in  1914,  $470,653,000. 

One  of  the  main  characteristics  of 
our  trade  in  1920  was  a  rapid  advance 
in  the  value  of  imports;  they  rose  to 
$5,238,622,000,  which  represented  an 
increase  of  $2,142,902,000  over  the 
previous  year.  Exports  rose  during  the 
same  period  to  $8,111,040,000  and  the 
total  trade  to  $13,349,662,000.  Be- 
cause of  a  much  more  rapid  advance  in 
the  value  of  imports  than  of  exports 
our  so-called  "favorable"  balance  of 
trade  declined  to  $2,872,418,000. 

That  the  high  peak  in  our  excess  of 
exports  over  imports  has  been  reached 
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and  passed  may  be  inferred  from  the 
fact  that  for  eleven  months  ending 
November,  19^,  our  exports  equalled 
$7,508,424,000  and  our  imports  $5,013,- 
299,000.  Preliminary  estimates  of  our 
foreign  trade  for  the  calendar  year  1920 
place  the  exports  at  about  $8,191,000,- 
000  and  the  imports  at  approximately 
$5,468,000,000,  leaving  a  balance  in  our 
favor  equal  to  $2,723,000,000;  the  bal- 
ance of  trade  in  the  calendar  year  1919 
was  $4,016,000,000,  or  48  per  cent 
above  that  of  1920.  This  decline  in 
the  excess  of  exports  over  imports  may 
be  hailed  as  one  of  the  most  satisfac- 
tory developments  in  our  commercial 
relations  with  foreign  countries;  only 
through  such  a  decline,  if  it  is  carried 
far  enough,  shall  we,  as  a  creditor  na- 
tion, be  able  to  place  our  foreign  com- 
mercial intercourse  on  a  sound  busi- 
ness basis. 

A  study  of  our  foreign  trade  by 
groups  according  to  use  and  degree  of 
manufactures  shows  that  finished  prod- 
ucts ready  for  consumption  occupy  at 
present  the  most  prominent  place  in 
our  exports;  the  exports  of  this  group 
advanced  from  $724,908,000  in  1914  to 
$2,384,018,000  m  1919,  and  $2,835,- 
999,000  in  1920;  in  percentages  of  the 
total  the  advance  was  from  31.11  per 
cent  to  33.66  per  cent  and  35.67  per 
cent;  during  the  eleven  months  ending 
November,  1920,  the  exports  of  manu- 
factures ready  for  consumption  rose 
to  $2,898,000,000  or  39.3  per  cent  of 
the  total. 

The  value  of  exported  crude  mate- 
rials for  use  in  manufacturing  ad- 
vanced from  $792,716,000  in  1914  to 
$1,226,486,000  in  1919  and  $1,968,- 
118,000  in  1920.  Crude  materials 
played  a  more  important  r61e  in  our 
pre-war  exports  than  in  the  exports  of 
1919  or  1920;  they  constituted  34.03 
per  cent  of  the  total  in  1914,  17.32  per 
cent  m  1919  and  24.75  per  cent  m  1920. 

Exports  of  foodstufiFs  in  crude  con- 


dition and  food  animals  increased  from 
$137,495,000  or  5.9  per  cent  of  the 
total  in  1914  to  $719,340,000  or  10.16 
per  cent  in  1919;  this  was  followed  by  a 
decline  to  $626,577,000  or  7.88  per 
cent  in  1920;  during  the  eleven  months 
ending  November,  1920,  the  exports  in 
this  group  advanced  to  $826,000,000  or 
11.2  per  cent.  The  sharp  advance  in 
the  exports  of  foodstuffs,  partly  or 
wholly  manufactured,  carried  the  fig- 
ures from  $293,218,000  or  12.59  per 
cent  of  the  total  in  1914  to  $1,783,567,- 
000  or  25.19  per  cent  m  1919  and 
$1,514,616,000  or  19.05  per  cent  in 
1920;  a  considerable  decline  took  place 
during  the  eleven  months  ending  No- 
vember, 1920,  which  brought  down  the 
exports  to  $1,028,000,000  or  13.9  per 
cent. 

Manufactures  for  further  use  in 
manufacturing  advanced  from  $374,- 
224,000  in  1914  to  $953,036,000  in 
1919  and  $991,921,000  in  1920;  they 
constituted  16.06  per  cent  of  total  ex- 
ports m  1914,  13.46  per  cent  in  1919 
and  12.48  per  cent  in  1920;  during  the 
eleven  months  ending  November,  1920, 
the  exports  in  this  group  declined  to 
$888,000,000  or  12.1  per  cent. 

United  States*  Imports 

Turning  to  imports,  one  finds  that 
crude  materials  for  use  in  manufactur- 
ing advanced  from  $632,866,000  or 
33.42  per  cent  in  1914,  to  $1,250,711,- 
000  or  40.4  per  cent  in  1919  and  $2,141,- 
645,000  or  40.89  per  cent  m  1920; 
the  imports  in  this  group  declined  to 
$1,684,000,000  or  33.6  per  cent  during 
the  eleven  months  ending  November, 
1920. 

Imports  of  foodstuffs  in  crude  con- 
dition and  food  animals  rose  from 
$247,947,000  in  1914  to  $376,223,000  in 
1919  and  to  $622,440,000  in  1920;  there 
was  a  slight  decline  in  the  relative  im- 
portance of  this  group;  it  dropped  from 
13.09  per  cent  in  1914  to  12.15  per 
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cent  in  1919  and  11.88  per  cent  in 
1920;  the  decline  continued  through  the 
calendar  year  of  1920»  bringing  down 
the  absolute  figures  for  eleven  months 
ending  with  November  to  $535,000,000 
and  the  percentage  of  the  total  to  10.7. 
A  marked  increase  took  place  in  the 
value  of  our  imports  of  foodstuffs 
partly  or  wholly  manufactured;  the  ad- 
vance carried  the  value  from  $227,644,- 
000  or  12.02  per  cent  m  1914  to 
$456,237,000  or  14.74  per  cent  m  1919, 
$891,336,000  or  17.02  per  cent  in  1920 
and  $1,185,000,000  or  23.6  per  cent  for 
the  eleven  months  ending  November, 
1920.  Our  imported  foodstuffs  include 
such  commodities  as  tea,  coffee,  cocoa, 
sugar,  bananas,  pineapple,  cocoanuts, 
sago  and  tapioca.  While  these  foods 
can  not  be  considered  as  essential  to 
our  existence,  they  have  become  just  as 
indispensable  in  the  daily  diet  of  our 
people  as  rubber,  jute,  raw  silk  and 
many  other  tropical  products  have  be- 
come indispensable  in  our  industries. 
We  are  likely  to  increase  our  domestic 
supply  of  some  of  these  commodities 
but,  largely  because  of  lack  of  a  suita- 
ble climate,  we  shall  continue  to  draw 
upon  the  tropics  for  them. 

The  imports  of  manufactures  for  fur- 
ther use  in  manufacturing  grew  from 
$319,275,000  or  18.86  per  cent  of  the 
total  in  1914  to  $605,806,000  or  19.57 
per  cent  in  1919  and  $800,713,000  or 
15.28  per  cent  in  1920.  Imports  of 
manufactures  ready  for  consumption 
were  affected  by  a  disorganization  of 
European  industries.  In  1914,  im- 
ported manufactures  were  valued  at 
$449,318,000  and  constituted  23.72  per 
cent  of  our  total  imports;  in  1919,  their 
vahie  was  $393,223,000  or  12.7  per 
cent.  The  gradual  recuperation  of 
Europe  is  indicated  by  the  rise  of  our 
imports  in  this  group  to  $745,126,000 
or  14.22  per  cent  in  1920,  and  to  $821,- 
000,000  or  16.4  per  cent  for  eleven 
months  ending  November,  1920. 


SniPBiENTS  OF  War  Supplies 
Decline 

With  the  signing  of  the  armistice 
came  a  marked  decline  in  our  ship- 
ments of  war  supplies;  thus,  the  exports 
of  refined  copper  fell  from  $235,000,000 
in  1918  to  $118,000,000  in  1919,  the 
exports  of  steel  billets  from  $165,000,- 
000  in  1918  to  $77,000,000  in  1919,  the 
exports  of  explosives  from  $373,890,000 
in  1918  to  $122,731,000  in  1919. 

The  decline  of  our  shipments  of  war 
supplies  was  more  than  counterbal- 
anced by  a  rapid  rise  in  our  shipments 
of  foodstuffs  and  raw  materials  to  the 
devastated  countries  of  Europe.  While 
in  November,  1918,  we  exported  to 
Europe  goods  valued  at  $297,363,000, 
by  January,  1919,  exports  to  that  con- 
tinent rose  to  $370,479,000,  and  by 
June  of  the  same  year  to  $644,604,000. 
Europe  wi^  clamoring  for  our  goods 
and  was  willing  to  pay  any  price  for 
them  as  long  as  we  were  willing  to  ex- 
tend her  credits.  Shipments  to  Europe 
were  stimulated  partly  by  our  desire  to 
feed  the  hungry  and  to  help  the  aUies  in 
their  work  of  reconstruction  and  partly 
by  large  profits  which  we  were  making 
on  our  sales.  These  increased  ship- 
ments after  the  cessation  of  hostiUties 
were  made  possible  by  the  discontinu- 
ance or  modification  of  war-time  re- 
strictions on  trade  and  by  the  release  of 
a  large  amount  of  shipping  space  pre- 
viously employed  by  the  military 
forces.  Our  total  exports  to  Europe 
rose  from  $3,732,174,000  m  1918  to 
$4,644,937,000  in  1919,  most  of  the  in- 
crease having  occurred  since  the  armis- 
tice. European  demand  continued  un- 
abated throughout  1920,  our  exports 
in  that  year  having  reached  the  figure 
of  $4,864,155,000.  These  are  figures 
for  the  fiscal  year. 

A  material  falling  off  in  our  exports 
to  Europe  took  place  during  the  eleven 
months  ending  November,  1920;  the 
decline  brought  our  exports  down  to 
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$4,078,584,000,  as  contrasted  with 
$4,765,537,000  for  the  eleven  months 
ending  November,  1919.  One  of  the 
reasons  for  this  decline  was  a  marked 
falling  off  in  our  exports  of  meat  and 
dairy  products,  Europe  beginning  to 
draw  more  and  more  upon  her  own  re- 
sources and  upon  countries  other  than 
the  United  States.  During  the  eleven 
months  ending  November,  1919,  our 
shipments  of  meat  and  dairy  products 
were  valued  at  $1,044,083,000,  while 
during  the  same  period  in  1920  we  ex- 
ported these  products  only  to  the  ex- 
tent of  $491,107,000;  this  represents  a 
decline  of  55  per  cent.  The  gradual  re- 
cuperation of  Europe  is  also  indicated 
by  the  falling  off  in  the  value  of  our 
exports  of  finished  commodities,  espe- 
cially consumers'  goods,  in  favor  of 
raw  materials,  partly  manufactured 
goods,  and  finished  producers'  goods, 
such  commodities  as  tools,  implements, 
machinery,  mineral  oil,  etc. 

The  rise  in  the  value  of  our  imports 
from  Europe  after  the  signing  of  the 
armistice  was  slight  at  first.  Imports 
increased  fropi  $20,418,000  in  Novem- 
ber, 1918,  to  $21,816,000  in  January, 
1919,  and  to  $53,385,000  in  June  of  the 
same  year.  Total  imports  from  Europe 
declined  from  $895,603,000  in  1914  to 
$411,578,000  in  1918  and  $372,957,000 
in  1919;  in  1920  they  advanced  to 
$1,179,461,000  or  more  than  triple  the 
imports  for  the  previous  year;  for  the 
eleven  months  ending  November,  1920, 
our  receipts  from  Europe  equalled 
$1,160,414,000.  In  connection  with 
the  increase  of  importations  from 
Europe  it  is  worth  while  to  note  that  a 
part  of  this  increase  has  been  due  not 
to  the  reSstablishment  of  European  in- 
dustries but  to  the  resumption  of  Brit- 
ish merchandising  activities,  England 
rapidly  regaining  her  former  position  as 
an  intermediary;  thus,  out  of  $524,- 
021,000  of  goods  which  came  to  us  in 
1920  from  the  British  Isles,  about  one- 


half  consisted  of  British  re-exports  of 
such  commodities  as  rubber,  wool,  fur, 
raw  cotton  and  tin. 

Effect  of  War  on  European 
Exports 

The  disastrous  effect  of  the  war  on 
European  exports  to  the  United  States 
may  be  inferred  from  the  fact  that 
while  in  1914  our  imports  from  Europe 
constituted  47.2  per  cent  of  our  total 
imports,  in  1919  they  represented  only 
12.2  per  cent;  and  in  1920  there  was  a 
rise  to  22.6  per  cent.  Europe's  re- 
covery is  beginning  to  be  felt  in  our 
markets  as  well  as  in  the  other  markets 
of  the  world;  and  in  the  not  too  dis- 
tant future,  Eiu*opean  competition  is 
likely  to  become  an  important  factor  in 
international  commerce. 

The  changes  in  our  exports  and  im- 
ports by  Grand  Divisions,  are  shown 
in  the  accompanying  table. 

The  figures  show  that  outside  of 
Europe  our  best  customers  were  our 
neighbors  of  the  North  American  con- 
tinent; it  is  also  from  them  that  we 
draw  a  great  many  of  our  foreign  sup- 
plies. Our  total  trade  with  North 
America  rose  from  $2,340,728,000  in 
1919  to  $3,122,273,000  in  1920  and 
$3,341,657,000  during  the  eleven 
months  ending  November,  1920.  The 
fall  in  prices  will  doubtless  adversely 
affect  the  value  statistics  of  this  trade  as 
it  will  affect  also  the  value  statistics  of 
our  total  commerce,  but  the  amount  of 
our  imports  and  exports  to  and  from 
Canada,  Cuba  and  Mexico  is  not  likely 
to  decline.  One  of  the  reasons  for  the 
growth  of  this  trade  is  to  be  found  in 
the  recent  investments  of  American 
capital  in  these  countries;  such  invest- 
ments will  not  be  withdrawn;  on  the 
contrary,  they  will,  in  all  probability, 
be  increased. 

The  showing  of  our  trade  with 
South  America  is  not  as  satisfactory  as 
that  with  North  America^  though  a 
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To 

Europe 

North  America 
South  America. 

Asia ^. . . 

Oceania 

Africa 


1914 


$1,486,499,000 

528,645,000 

124,540,000 

113,426,000 

88,568,000 

27,902,000 


1919 


$4,644,987,000 

1,288,158,000 

400,646,000 

604,721,000 

208,622,000 

85,157,000 


1920 


$4,864,155,000 
1,635,818,000 
490,944,000 
798,187,000 
198,235,000 
128,756,000 


11  months  ended 
November,   1920 


$4,078,584,000 
1,767,391,000 
556,614,000 
716,788,000 
289,977,000 
149,070,000 


Imports 


From 

Europe 

North  America 
South  America. 

Asia 

Oceania 

Africa 


$895,603,000 

427,399,000 

222,677,Cfb0 

286,952,000 

42,144,000 

19,149,000 


1372,954,000 

1,052,570,000 

568,875,000 

830,904,000 

190,008,000 

81,066,000 


$1,179,461,000 

1,486,460,000 

860,944,000 

1,368,699,000 

157,892,000 

185,196,000 


$1,160,414,000 

1,574,266,000 

725,138,000 

1,222,898,000 

183,758,000 

146,828,000 


certain  improvement  is  noticeable  for 
the  calendar  year  1920;  our  exports  to 
that  continent  advanced  from  $490,- 
944,000  for  the  twelve  months  ending 
June,  1920,  to  $556,614,000  for  the 
eleven  months  ending  November  of  the 
same  year.  We  have  not  developed  the 
markets  of  Argentine,  Brazil,  Peru, 
Chile  and  other  South  American  re- 
publics as  well  as  we  might  have  done 
especially  in  view  of  the  fact  that  our 
imports  from  these  countries  have 
grown  considerably  during  the  past 
few  years;  the  excess  of  our  imports 
over  exports  reached  in  1920  the  sum 
erf  $350,000,000.  Neither  have  we  in- 
creased our  exports  to  Asia  in  propor- 
tion to  the  growth  of  our  dependence 
upon  that  continent  for  its  products; 
our  exports  to  Asia  in  1920  were 
$798,187,000  while  our  imports  equalled 
$1,368,699,000,  representing  an  excess 
<rf  imports  over  exports  equalling 
$570,562,000.  Thus,  while  we  have 
been  piling  up  enormous  balances  in 
our  favor  in  Europe,  we  have  been  ac- 


cumulating liabilities  in  other  parts  of 
the  world. 

Our  investments  in  Asia  and  South 
America  are  too  small  as  yet  to  view 
the  excess  shipments  as  representing 
payments  of  interest  to  us,  and  while 
some  of  these  shipments  may  have  been 
made  in  fulfilment  of  European  obliga- 
tions, the  proportion  of  such  ship- 
ments was  comparatively  small.  One 
must  not  overlook  the  fact  that  the 
financing  of  American  exports  to 
Europe  by  the  Government  did  not 
end  with  the  war.  At  the  time  of  the 
signing  of  the  armistice  the  credits  ex- 
tended to  the  allies  were  $8,500,000,000 
out  of  $10,000,000,000  appropriated  by 
Congress  for  that  purpose.  The  ex- 
tension of  government  credit  contin- 
ued until  the  total  sum  appropriated 
was  reached.  This  occurred  in  the 
middle  of  1919.  Since  then  private  in- 
terests took  upon  themselves  the  finan- 
cing of  sales.  The  extent  to  which  our 
credits  to  European  customers'  have 
been  stretched  may  be  realized  when 
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one  reflects  that  during  the  two  years 
since  the  termination  of  the  war 
Europe's  debt  to  us  increased  by  about 
$8,000,000,000,  of  which $3,500,000,000 
represents  a  floating  debt,  largely  open 
book  accounts.  Our  shipments  to 
Europe  have  been  kept  up  month  after 
month  and  year  after  year  without 
any  serious  consideration  of  the  ability 
of  European  purchasers  to  meet  their 
obligations.  We  have  thus  accumu- 
lated a  large  volume  of  book  credits 
with  little  likelihood  of  their  being 
liquidated  within  a  reasonably  near 
future. 

The  abnormal  growth  in  the  value  of 
our  commerce  during  the  war  was  due 
largely  to  a  rise  in  prices.  Measured  in 
terms  of  quantity  our  gains  in  exports 
and  imports  were  considerably  smaller 
than  value  statistics  indicate.  Price 
inflation  continued  after  the  signing  of 
the  armistice,  prices  of  many  commod- 
ities having  risen  above  the  war  level. 
It  is  only  recently  that  price  declines 
have  set  in.  Value  statistics  of  the 
post-war  commerce  of  the  United 
States  are  thus  just  as  misleading  as 
indicators  of  the  actual  movement  of 
goods  as  were  value  statistics  for  the 
years  1915-1918. 

Mr.  O.  P.  Austin  in  the  October, 
19^,  issue  of  The  Americas  compares 
the  quantity  and  value  of  exports  and 
imports  for  1914,  the  fiscal  year  just 
preceding  the  war,  with  1920,  the  first 
year  of  peace.  By  using  those  com- 
modities for  which  both  weight  and 
value  are  stated  in  governmental  re- 
turns, he  arrives  at  the  following  re- 
sults: While  the  weight  of  our  im- 
ports increased  from  34,992,000,000 
pounds  in  1914  to  57,978,000,000 
pounds  in  19£0  or  65.6  per  cent,  the 
value  of  these  imports  rose  from 
$1,163,000,000  to  $3,999,000,000  or 
243.9  per  cent;  the  weight  of  exports 
rose  from  110,409,000,000  in  1914  to 
148,693,000,000  in  1920  or  34.6  per 


cent;  the  value  rise  was  from  $1,667,- 
000,000  to  $5,474,000,000  or  225  per 
cent.  If  one  applies  the  1914  prices  to 
1920  quantities,  one  obtains  as  the 
value  of  imports  in  1920,  $1,977,000,000 
and  the  value  of  exports,  $2,308,000,- 
000.  Assuming  that  a  similar  relation 
of  1920  prices  per  unit  of  quantity  oc- 
curred in  those  articles  in  which  weights 
are  not  shown,  Mr.  Austin  arrives  at 
the  conclusion  that  the  total  domestic 
exports  of  1920,  the  value  of  which  was 
$7,950,000,000,  would,  if  stated  in  1914 
prices,  have  amounted  to  only  about 
$3,340,000,000,  and  the  total  imports 
would  have  amounted  at  the  same  val- 
uation to  $2,600,000,000  instead  of 
$5,239:000,000. 

Reasons  for  Our  "Favorable"  Bal- 
ance OP  Trade 

Those  who  have  been  viewing  with 
apprehension  our  recent  large  excesses 
of  exports  over  imports  and  who  have 
been  asking  themselves  the  question  as 
to  how  such  excesses  may  be  reduced, 
will  derive  some  comfort  from  the 
knowledge  that  one  of  the  reasons  for 
our  "favorable*'  balance  of  trade  may 
be  found  in  the  fact  that  the  rise  in 
prices  of  the  articles  exported  by  us 
was  much  greater  than  the  rise  in 
prices  of  the  articles  imported.  Our 
imports  were  mostly  from  areas  not 
afiFected  by  the  war  and  they  con- 
sisted mostly  of  commodities  which 
were  not  necessary  for  military  pur- 
poses, while  the  majority  of  our 
exports  were  goods  urgently  needed; 
first,  to  carry  on  the  conflict,  and  then 
to  feed  the  starving  millions  of  Europe 
and  to  assist  in  the  rehabilitation  of 
their  industries. 

Urgency  of  demand,  coupled  with 
limitation  of  supply,  forced  the  prices 
of  our  export  goods  sharply  upwards. 
It  was  only  after  the  signing  of  the 
armistice  that  many  of  the  import 
prices  went  up  anywhere  in  proportion 
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to  the  advance  in  export  prices.  While 
our  shipments,  especially  those  to 
Euro]>e,  were  large,  it  is  nearer  the 
truth   to   say   that   excessive   export 


prices  and  not  excessive  exports  were 
mainly  responsible  for  the  top-heavy 
condition  of  our  war  and  post-war 
commerce. 


The  International  Trade  Situation  in  Canada 

By  Col.  John  A.  Cooper 

Canadian  Government  Representative  in  New  York 

CANADA'S  international  trade  his-  dian  people  definitely  made  up  their 

tory  is  that  of  a  long  struggle  mind  that  their  political  and  economic 

against  what  seemed  to  be  the  logic  of  safety  lay  in  developing  the  markets 

the  situation.    The  Canadian  pioneer  of  the  British  Empire  rather  than  the 

struggled  bravely  to  transform  a  forest-  markets  of  the  United  States.    In  the 

clad  land  into  a  garden.    It  was  a  twenty-year   period,    1888    to    1907, 

supreme    struggle    with   nature    and  Canada's  exports  were  divided  as  fol- 

nature's  intentions.    So  the  Canadian  lows: 

trader  who  desired  to  do  business  with     United  Kingdom $1,551,809,000 

foreign  countries  had  to  overlook  geo-     United  States 1,029,600,000 

graphical  considerations  and  take  his     Other  countries 268,304,000 

wares  long  distances  overseas.    If  he  „,  ^  ,                          "irrrrrTrTTT 

,j,^,j        .         jj  ^  Total $2,849,713,000 

could  have  had  ummpeded  access  to  ^  '      '      ' 

the  United  States  market  and  had  that  In  this  period,  the  sales  to  the  United 
market  been  able  to  absorb  his  sur-  States  fell  to  38  per  cent  and  those  to 
pluses,  his  task  would  have  been  easy,  the  rest  of  the  world  grew  to  62  per 
But  politics,  tariffs  and  similarity  of  cent.  Canada  was  definitely  launched 
products  decreed  that  it  must  be  other-  on  a  non-continental  policy.  The 
^'^e.  world,  not  the  North  American  con- 
In  the  first  twenty  years  of  Confed-  tinent,  was  to  be  her  chief  market, 
eration,  1868  to  1887,  Canada  exported  During  the  following  eleven  years, 
goods  to  the  value  of  $1,460,000,000  of  1908  to  1918,  a  great  war  occurred  and 
which  $665,000,000  went  to  the  United  the  shipments  of  munitions  to  Great 
States  and  the  remainder  to  the  rest  of  Britain  made  the  tendency  even  more 
the  world.  Of  her  total  sales,  only  45  marked.  The  unusual  circumstances 
per  cent  went  to  the  large  neighboring  make  the  figures  interestmg,  but  pre- 
market.  The  remainder,  or  55  per  vent  the  drawing  of  any  definite  con- 
cent, had  to  be  sent  overseas.  In  those  elusions.  They  are : 
days  the  distances  to  foreign  markets  1908-1918 
were  farther  than  today,  because  the  (inclusive) 

ships    that    carried    the    goods    were     United  Kingdom $3,283,023,000 

smaller  and  slower.  United  States 1,861,883,000 

In  the  next  twenty  years,  1888  to     Other  countries. 818,601,000 

1907,  the  same  tendency  is  evident.  ^     , 

There  had  been  talk  of  "reciprocity"  ^^^ $5,963,507,000 

with    the    United    States,    but    the  During  this  period,  only  31  per  cent 

McKinley  Tariff  of  1890  dealt  that  idea  of    Canadian    exports    went    to    the 

a  staggering  blow.   In  1897,  the  Cana-  United  States. 
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Eftect  on  Shipping 
One  great  effect  of  this  policy  of 
across-the-sea  trading  is  found  in  the 
growth  of  Canadian  shipping  and  in  a 
comparatively  wide  knowledge  of  mari- 
time problems.  In  1902,  about  twenty 
thousand  vessels  entered  and  cleared  at 
Canadian  ports.  The  ownership  of 
these  was  divided  as  follows: 

Ships       Tons 

British 4,86S    6,865,924 

Canadian 11,413    1,937,227 

Foreign 14.530  14,731,488 

This  proportion  has  been  well  main- 
tained, as  the  returns  of  sea-going 
vessels  entering  and  clearing  Canadian 
ports  in  1918-1919  given  in  the  follow- 
ing table  will  show: 

Ships      Tons 

British 6,099  14,054,166 

Canadian 11,115    3,758,528 

Foreign 15,132    7,448,699 

Since  these  figures  were  compiled,  the 
government  has  undertaken  to  build 
and  maintain  a  Canadian  merchant 
marine  which  will  increase  the  per- 
centage which  her  own  tonnage  bears 
to  the  total  tonnage  entering  her  ports. 
The  policy  adopted  is  quite  different 
from  the  shipping  policy  of  the  United 
States,  though  the  aim  is  akin.  The 
Canadian  Government  Mercantile  Ma- 
rinCy  an  incorporated  company  in 
which  the  Government  is  the  sole 
stockholder,  has  been  projected  with  a 
definite  plan  for  the  creation  of  a  fleet 
of  seventy  vessels.  About  forty  of 
these  are  already  in  commission.  Reg- 
ular services  have  been  established  with 
England,  the  West  Indies,  Brazil  and 
Australasia.  At  present  all  traffic  is 
confined  to  freight,  although  some  ves- 
sels on  the  West  Indian  route  are  being 
reconditioned  to  admit  of  the  carrying 
of  a  limited  number  of  passengers. 
The  general  policy  is  to  use  these  boats 
as  auxiliary  to  existing  privately-owned 


lines  and  to  develop  such  new  routes 
as  seem  desirable  in  the  interests  of 
Canada's  export  trade. 

Canadian  Imports 

Naturally  Canada's  purchases  abroad 
have  been  affected  by  the  across-the- 
sea  trading  policy  which  necessity 
forced  her  to  adopt.  When  vessels 
go  abroad,  they  must  have  return 
cargoes.  Canada  attempted  to  se- 
cure these  return  cargoes  by  giving 
British  manufacturers  a  preference 
in  respect  of  customs  duties.  This 
was  done  in  1897.  Ten  years  later, 
a  treaty  was  made  with  France 
whereby  French  goods  were  given  a 
tariff  which  was  "intermediate"  be- 
tween the  preferential  tariff  on  British 
goods  and  the  general  tariff  which 
applied  to  other  countries.  Under 
this  French  Tariff  certain  favored  na- 
tions were  also  entitled  to  these  "inter- 
mediate" rates.  Three  years  later, 
1910,  a  similar  arrangement  was  made 
whereby  the  intermediate  tariff  was 
extended  in  part  to  Belgium,  the 
Netherlands  and  Italy.  In  1913,  a 
preferential  arrangement  was  made 
with  the  British  West  Indies.  This 
was  further  extended  in  1920. 

Between  1888  and  1907,  Canada 
imported  goods  to  the  value  of  $1,744,- 
000,000  from  the  United  States  out  of  a 
total  of  $3,160,000,000,  or  55  per  cent. 
In  the  eleven  years,  1908  to  1919,  Can- 
ada's purchases  from  the  United  States 
were  valued  at  $4,898,000,000  out  of  a 
total  of  $6,959,000,000,  or  70  per  cent. 

Of  Canada's  total  imports  in  1914, 
the  United  States  supplied  goods  to 
the  value  of  $395,565,000,  as  compared 
with  a  total  from  all  countries  of 
$618,457,000, or  64  percent.  Similarly, 
in  19£0  (year  ending  March  31),  the 
United  States  sold  Canada  $801,605,- 
000  out  of  the  total  Canadian  imports 
of  $1,064,516,000,  or  80  per  cent.  This 
figure  will  probably  never  be  exceeded. 
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as  Europe  is  rapidly  regaining  that  of  supplying  80  per  cent  of  Canadian 

portion  of  Canadian  trade  which  was  purchases,  it  will  return  to  its  normal 

lost  during  the  Great  War.  position  of  about  60  per  cent.    The 

_  _  United   Kingdom,   Prance,    Belgium, 

Recent  Tendencies  HoUand  and  Italy  are  sure  to  regain 

Canada  had  been  five  years  in  the  much  of  their  trade  with  Canada  which 
war  and  her  imports  had  been  greatly  was  lost  during  the  war. 
restricted.  When  peace  came  at  the  During  the  war  period  Canada,  for 
end  of  1918,  people  felt  free  to  buy  the  first  time  in  her  history,  piled  up  an 
goods  that  they  had  long  wanted  or  excess  of  exports  over  imports.  For- 
now  required  in  order  to  develop  their  the  five  years  ending  March  31,  1920, 
natural  industries.  Imports  at  once  that  favorable  balance  of  trade 
began  to  show  a  considerable  expan-  amounted  to  $1,718,586,000.  During 
sion  in  certain  lines  of  staples  and  lux-  1920,  however,  imports  rose  faster 
uries,  accompanied  by  a  steady  de-  than  exports,  and  Canada  finished  the 
cline  in  purchases  of  raw  materials  for  year  with  a  small  unfavorable  balance, 
war  products.  The  total  figures  do  ^  ,  -r^  ^ 
not  indicate  these  changes,  but  an  Canada  s  Future  Exporto 
analysis  does.  Imports  of  textile  prod-  Canada  has  become  a  great  foreign 
ucts,  for  example,  grew  from  $154,000,-  trader.  Its  imports  per  capita  are 
000  in  1917-1918  to  $£34,000,000  in  nearly  three  times  as  large  as  those  of 
1919-1920.  Metals  and  their  prod-  the  United  States,  while  its  exports  are 
nets,  non-metallic  minerals  and  their  nearly  double  per  capita.  The  ex- 
products  showed  a  decline.  Vege-  planation  of  this  woidd  require  much 
table  products  made  a  decided  increase  space  to  discuss.  Its  enormous  nat- 
from  $146,000,000  to  $237,000,000.  ural  resources  are  comparatively  easy 
The  United  States,  being  the  one  coun-  of  access,  though  its  territories  are 
try  with  unlimited  goods  for  export,  broad.  It  has  the  greatest  railway 
got  the  benefit  of  this  increased  demand  mileage  in  the  world  for  its  population, 
for  manufactured  goods.  As  has  been  indicated,  its  shipping  is 

The    latest    twelve-month    returns  proportionately  large  and  its  people 

available  for  Canada's  purchases  by  have  been  accustomed  through  half  a 

countries     show     some     remarkable  century  to  foreign  trading.    Because 

changes  in  the  post-war  period:  it  has  much  to  sell,  because  it  has  the 

Canadian  Imports  Bt  Countribs 
Twelve  Months  Ending  September 
From  the:  1918  1920 

United  SUtes 789,459,000  919,867,000 

United  Kmgdom 70,569,000  217,228,000 

Cuba 1,790,000  85,178,000 

France 4,118,000  19,840,000 

British  East  Indies 16,775,000  19,607,000 

British  West  Indies 7,689,000  16,889,000 

Belgium 7,472  8,848,000 

Netherlands 689,912  8,462,000 

If  this  tendency  continues,  as  it  is  machinery  for  selling  those  products  in 

reasonable  to  assume  it  will,  the  United  the  world's  markets  and  because  its 

States  will  lose  its  predominant  posi-  people  are  frugal  and  thrifty,  Canada 

tion  in  Canadian  imports,  and  instead  will  also  be  a  great  purchaser  of  foreign 
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goods.  The  Canadians  can  not  equal 
the  British  stock  from  which  they 
sprang  in  maritime  and  commercial 
skill,  but  it  is  questionable  if  they  are 
excelled  in  this  respect  by  any  other 
nation. 

An  analysis  of  what  Canada  exports 
will  deepen  conviction  on  this  point. 
The  variety  of  goods  sent  out  to  the 
world  is  distinctly  impressive.  A  few 
figures  of  the  exports  for  the  twelve 
months  ending  September,  1920,  may 
be  quoted  in  evidence: 

Wheat $182,000,000 

Paper 89,000,000 

Iron  and  Steel 62,000,000 

Flour 61,000,000 

Lumber  etc 124,000,000 

Pulp 78,000,000 

Animals,  living 42,000,000 

Fish 40,000,000 

Bacon  and  Ham 42,000,000 

Butter. 18,000,000 

Cheese 40,000,000 

Coal 18,000,000 

Furs 18.000,000 

Textiles 19,000,000 

Vegetables 16,000,000 

Automobiles 18,000,000 

Canada  not  only  sells  food  from  the 
land,  food  from  the  water,  furs  and 
timber  from  the  forest,  minerals  from 
her  mines,  but  she  also  exports  manu- 
factured goods  in  the  form  of  flour, 
bacon,  paper  and  textiles  which  have 
already  achieved  some  reputation. 
Quite  recently  her  export  of  manufac- 
tures passed  the  half  billion  mark. 
What  she  most  requires  is  a  more  sci- 
entific organization  of  her  selling  ma- 
chinery, and  an  accumulation  of  capi- 
tal which  will  enable  her  to  extend 
larger  credits  to  foreign  purchasers. 

Her  Future  Imports 

In  the  future  Canada's  import  trade 
will  witness  a  growth  proportionate  to 
the  growth  of  the  country's  industries. 
There  are  certain  commodities  which 
Canada  can  not  produce,  notably  in 


the  case  of  cotton  and  certain  other 
raw  materiab,  and  for  the  supply  of 
which  Canada  is  wholly  or  in  part 
dependent  upon  foreign  countries. 
These  commodities  will  continue  to 
be  imported  in  increasing  volume  be- 
cause Canada's  development  as  a  man- 
ufacturing country  will  necessitate  a 
larger  importation  of  raw  materials. 
Although  Canada  has  vast  resources 
of  coal,  iron  and  steel,  these  have  not 
yet  been  fuUy  developed;  Canada 
therefore  imports  these  commodities 
in  large  quantities;  but  the  tendency  in 
the  future  will  be  for  these  imports  to 
decrease  graduaUy.  Canada  is  |m- 
marily  an  agricultural  country  yet 
there  is  a  steady  increase  in  the  impor- 
tation of  certain  produce  and  food- 
stuffs which  can  not  be  grown  in  Can- 
ada. Climatic  conditions  and  the 
severity  of  the  winters  also  render  cer- 
tain kinds  of  production  in  Canada 
impossible  for  a  period  of  a  year,  and 
therefore  make  the  importation  of 
particular  foodstuffs  necessary. 

Canada  buys  beans  from  the  United 
States  to  the  value  of  $700,000;  corn 
from  the  same  country  costing$10,000,- 
000;  rice  from  British  Guiana  and 
Japan  to  the  value  of  $2,000,000;  sago 
and  tapioca  from  the  British  East 
Indies;  sweet  biscuits  from  Great  Brit- 
ain; cereal  foods  in  packages  from  the 
United  States  and  macaroni  and  ver- 
micilli  from  various  countries. 

With  the  greater  prosperity  of  the 
people  the  demand  for  certain  kinds  of 
manufactures,  not  produced  in  Can- 
ada, which  may  be  classed  as  "lux- 
uries" or  "non-essential"  commodities 
is  likely  to  increase. 

A  summary  of  the  principal  articles 
imported  into  Canada  in  the  twelve 
months  ending  September,  1920,  indi- 
cates the  nature  and  extent  of  Can- 
ada's imports: 

Iron  and  Sted $198,000,000 

Cotton 1«7,000,000 
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Sugar  and  Molasses $95»000,000 

W06L 89,000,000 

Coal  (Anthracite) 83,000,000 

Coal  (Bituminous) 43,000,000 

Silk 42,000,000 

Vehicles 35,000,000 

Breadstuffs 29,000,000 

Chemicab 26,000,000 

Hides  and  skins 22,000,000 

Rubber 21,000,000 

Flax,  Hemp  and  Jute 19,000,000 

Tobacco 16,000,000 

Leatho- 16,000,000 

Furs 14,000,000 

Tea 11,000,000 

Canada's  total  import  trade  for  the 
twelve  months  ending  September,  19£0 
was  $1,325,767,940.  The  value  of 
Canada's  export  trade  for  the  same 
period  was  $1,208,919,000. 

Canada  has  still  much  to  learn  about 
foreign  trade.  The  proposed  estab- 
lishment of  an  Empire  bank  to  stabil- 
ize exchange  between  the  United  King- 
dom and  the  British  Dominions  would 
undoubtedly  be  helpful.    The  customs 


preference  now  being  given  by  the 
United  Kingdom  on  motor  cars,  musi- 
cal instnunents,  wines  and  a  few  other 
products  from  the  overseas  Dominions 
may  be  extended  in  the  near  future. 
Other  preferential  arrangements  may 
develop.  In  markets,  which  are  not 
British,  Canada  must  meet  the  compe- 
tition of  the  world.  This  requires 
special  machinery  in  the  nature  of 
exporting  corporations,  steamship  fa- 
cilities and  banking  arrangements. 

Much  of  Canada's  exports  is  now 
sold  through  New  York  exporting 
houses,  but  Canadian  export  companies 
are  growing  in  number  and  strength. 
Two  of  the  leading  Canadian  chartered 
banks  have  agencies  in  Cuba,  British 
West  Indies,  Mexico  and  South  Amer- 
ica. The  number  of  steamers  en- 
gaged in  foreign  trade  is  increasing. 
As  all  these  features  expand,  Canada 
will  probably  maintain  the  record 
which  she  has  already  made  as  a  reli- 
able and  energetic  foreign  trader. 


The  International  Trade  Situation  in  South  America 

By  William  C.  Wells 
Chief  Statistidan,  Pan  American  Union 


To  appraise  the  present  status  of 
South  American  international 
trade  it  is  necessary  that  we  have  a 
correct  imderstanding  of  what  this 
tituie  was  before  the  war,  what  had 
been  its  development  and  what  its 
tendencies  were.  More  than  all  we 
must  understand  what  was  its  economic 
base.  Four-fifths  of  the  trade  was  with 
the  countries  that  took  part  in  the 
Great  War;  nine-tenths,  if  we  do  not 
count  the  non-competitive  and  the 
interstate  trade.  Tlie  war  produced 
temporary  changes  in  the  currents  of 
South  American  trade  and  industry 
and  some  of  these  may  prove  to  be 
permanent. 


Complete  returns  for  working  out 
the  percentages  of  1920  can  not  yet  be 
assembled,  but  partial  reports  make  it 
certain  that  no  material  change  in  the 
current  of  trade  has  occurred  since 
January  1,  1920. 

Before  the  war  about  two-thirds  of 
South  America's  exports  were  to  Great 
Britain,  the  United  States,  Germany 
and  France.  Leaving  out  the  inter- 
state frontier  eicports,  which  are  only  in 
a  technical  sense  international,  practi- 
cally the  whole  export  trade  was  to  the 
United  States  and  Western  Europe  and 
nearly  90  per  cent  to  the  four  coimtries 
mentioned.  It  could  not  be  otherwise, 
for  these  were  the  great  manuf actur- 
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South  American  Trade  with  Principal  Coitntrieb 


Imports  from 

Great 

United 

Total  for  the 

Year 

Britain 

France 

Germany 

States 

four  countries 

Per  Cent 

Per  Cent 

Per  Cent 

Per  Cent 

Per  Cent 

1912 

28.27 

8.74 

18.65 

15.97 

71.68 

1918 

27.98 

8.77 

18.51 

16.41 

71.67 

1914 

28.60 

7.09 

16.88 

17.60 

70.17 

1915 

28.85 

4.88 

... 

29.87 

58.60 

1916 

23.61 

5.17 

... 

88.28 

67.01 

1917 

19.44 

4.48 

... 

48.85 

67.77 

1918 

22.10 

4.85 

... 

87.65 

64.10 

1919 

20.15 

S.5S 

Exports  to 

0.80 

41.92 

65.90 

1912 

22.91 

8.81 

18.81 

20.98 

66.01 

1918 

24.81 

9.05 

18.95 

17.61 

64.92 

1914 

28.89 

7.55 

9.98 

25.64 

71.51 

1915 

25.88 

8.12 

... 

28.91 

62.86 

1916 

15.48 

11.17 

. . . 

86.00 

62.60 

1917 

22.82 

10.27 

42.19 

75.20 

1918 

28.44 

9.88 

84.07 

71.89 

1919......... 

28.45 

18.58 

0.20 

84.40 

71.58 

ing  countries  which  alone  could  utilize 
the  raw  industrial  products  of  South 
America.  Europe,  especially  Great 
Britain,  was  the  locality  where  the  raw 
food  products  were  required. 

On  the  other  hand,  South  America 
needed  manufactures  of  all  kinds. 
Outside  of  a  few  food  deficiencies  in 
certain  countries,  supplied  in  the  main 
by  neighboring  countries,  the  only  im- 
ports of  South  America  were  of  manu- 
factures, so  that  the  countries  to  which 
their  raw  products  went  were  the  same 
and  the  only  countries  from  which  the 
imports  came,  or  could  come. 

The  war  produced  certain  changes  in 
the  distribution  of  exports  and  imports, 
but  it  did  not  and  could  not  alter  the 
essential  fact  that  the  United  States 
and  Western  Europe  were  the  only 
sources  from  which  South  America 
drew  its  needed  supplies  and  the  only 
markets  wherein  to  sell  its  produce. 
Here  and  elsewhere  in  this  article 
Canada  is  viewed  as  an  economic  ex- 
tension of  the  United  States  (or  of 
Great  Britain,  if  one  so  chooses). 


If  the  war  had  gone  to  the  extent  of 
producing  a  d6b^e  of  social  and 
economic  organization  in  the  United 
States  and  in  England,  Prance,  Bel- 
gium and  other  countries  of  Western 
Europe,  all  the  countries  of  Latin 
America  would  have  been  thrown  back 
upon  themselves.  There  would  have 
been  no  market  for  the  sale  of  their 
produce,  nor  any  competent  to  supply 
their  needs.  But  the  war  did  not 
produce  such  an  efiFect,  and  we  who  are. 
optimists  do  not  believe  that  it  will, 
notwithstanding  what  has  happened  in 
Russia  and  the  partially  disorganized 
state  of  Germany.  Yet  the  war  did  to 
a  certain  extent  throw  Latin  America 
back  on  its  own  resources,  but  not  to 
any  great  degree  nor  so  much  as  is 
generally  believed.  It  was  difficult  to 
secure  ail  that  was  needed  even  at  the 
advanced  prices.  Some  things  at  times 
were  not  procurable  at  all  and  the 
market  for  some  products,  coffee  and 
nitrate  for  example,  was  at  times  re- 
stricted. The  result  was  to  give  a 
stimulus  to  manufacture,  especially  of 
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textile  goods,  and  to  lessen  production 
of  exportable  products  when  markets 
were  restricted.  But  neither  increased 
manufacture  nor  decreased  agricultural 
and  mining  production  assumed  more 
than  minor  proportions.  The  large 
movement  was  the  other  way  towards 
stimulated  agricultural  and  mining 
production  and  an  increasing  depend- 
ence on  the  United  States  and  Western 
Europe  for  manufactured  products. 

In  the  main  these  demands  were  met. 
South  America  increased,  as  far  as  it 
could,  the  exportation  of  food  of  the 
same  kinds  it  had  always  exported,  but 
— and  this  is  the  more  significant  fact — 
it  began  the  exportation  of  foods  it  had 
not  theretofore  exported  or  produced, 
such  as  beans  and  dairy  products,  and 
it  extended  the  area  of  its  meat  and 
grain  production.  The  war  gave  a 
start  in  South  America  to  a  more  diver- 
sified agricultural  and  grazing  industry. 
In  fact,  the  impulse  was  and  is  felt  in  all 
of  its  industries.  But  on  the  whole, 
the  eflfect  was  not,  and  will  not  prove 
to  be,  any  weakening  of  the  interde- 
pendence of  South  America  on  one  side 
and  the  United  States  and  Western 
Europe  on  the  other.  Rather  the  two 
sides  have  become  to  a  larger  degree 
complementary. 

In  the  distribution  of  the  trade  there 
were  many  changes.  Germany  and 
the  countries  of  the  German  group 
were  shut  oflF,  not,  of  course,  because  of 
any  economic  fact  or  reason,  but  by  the 
stem  decree  of  the  aUied  and  opposing 
powers  who  ruled  the  Seas.  Not  all 
the  German  trade  was  shut  oflF,  a  very 
considerable  trickle  passed  back  and 
forth  through  Holland  and  the  Scandi- 
navian coimtries.  However  disturbing 
this  last  fact  was  to  the  war  offices 
of  the  AUied  powers,  it  in  no  way  af- 
fected the  economic  situation  of  South 
America. 

Many  factors  enter  into  the  problem 
whether  a  country,  or  a  great  section 


of  the  world  is  self-sustaining,  or  may 
become  so  in  the  event  of  great  stress 
such  as  the  war  brought  about.  Under 
modem  conditions  no  locaUty,  not 
even  the  most  inaccessible  portion  of 
the  globe,  is  strictly  speaking  self- 
sustaining.  Civilization  tends  towards 
making  the  world  more  and  more 
interdependent.  Nevertheless,  certain 
coimtries  could  maintain  a  more  or  less 
even  tenor  of  individual  life  although 
an  impenetrable  curtain  were  dropped 
to  shut  them  oflF  from  all  the  rest  of  the 
world.  Such  a  country  is  the  United 
States  or  China.  In  a  lesser  d^ree 
Germany  and  Prance  under  the  same 
condition  might  maintain  their  indus- 
trial and  social  civiUzation  without 
radically  destructive  changes. 

On  the  other  hand,  the  whole  foimda- 
tion  and  superstructure  of  industrial  and 
social  life  of  Great  Britain  or  of  Argen- 
tina would  be  uprooted  and  cast  down  if 
the  coimtry  were  thrown  back  upon  it- 
self. A  very  little  reflection  will  show 
the  soundness  of  the  observation  and 
account  for  what  at  first  glance  may  ap- 
pear a  fanciful  grouping  of  the  United 
States  and  China,  and  Great  Britain 
and  Argentina.  Among  the  highly 
developed  industrial  countries,  espe- 
cially of  high  manufacturing  develop- 
ment, the  United  States  is,  in  the  mat- 
ter of  self-dependence,  at  one  pole  and 
Great  Britain  and  Belgium  at  the  other, 
with  Prance  and  Germany  between. 
Among  the  undeveloped  or  sUghtly  de- 
veloped countries,  and  again  with  spe- 
cial reference  to  manufacturing  indus- 
try, China  is  in  the  main  independent 
because  its  standard  of  living  has  not 
yet  advanced  to  the  point  of  requiring 
much  of  what  it  does  not  itself  produce. 
Like  the  United  States  it  is  independ- 
ent, but  for  a  diflFerent  reason.  South 
America  is  like  England  in  that  it  has 
built  its  house  upon  the  foundation  of 
having  and  using  what  it  does  Aot 
produce.    It  is  also  like  England  in 
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that  it  produces  large  excesses  of  the 
thmgs  which  it  does  produce.  In  the 
matter  of  dependency  on  foreign  trade, 
therefore.  South  America  stands  with 
England,  although  its  industry  is  the 
exact  antithesis  of  England's. 

To  have  shut  South  America  off  dur- 
ing the  war  would  have  caused  almost 
as  disastrous  an  effect  there  as  would 
have   been   caused  in  England   had 
Germany  succeeded  in  maintaining  an 
impenetrable  submarine  cordon  around 
the  British  Isles.    It  would,  when  the 
reserve  stock  of  foreign  goods  was  ex- 
hausted, have  thrown  all  South  Amer- 
ica back  to  the  stage  of  primitive 
agriculture,  living  from  hand  to  mouth. 
Large  production  would  have  ceased, 
the  mines  not  have  produced,  the  herds 
of  cattle  would  have  starved  or  wan- 
dered away  to  the  forest,  the  wheat 
and  com  lands  would  have  lain  fallow, 
coffee  plantations  would  have  grown  to 
brush,  the  cities  would  have  emptied, 
the  railroads  would  have  ceased  to 
operate  and  only  the  simple  handcrafts 
would  have  functioned;  for  the  mines, 
the  great  herds  of  cattle,  horses  and 
sheep,  the  broad  stretches  of  waving 
com,  wheat,  flax  and  oats,  the  thou- 
sands of  miles  of  green  coffee  trees  in 
rows,  the  plantations  of  cacao,  the 
mountains  of  mbber  gathered  from  the 
forests,  the  innumerable  bales  of  hides, 
skins  and  wool  that  crowd  the  docks  all 
exist  and  have  been  called  into  being  to 
supply  a  foreign  demand.    A  tithe  or  a 
titiie  of  a  tithe  of  these  things  would 
supply  South  America's  own  needs,  but 
none  of  them,  nor  all  together,  respond 
to  the  need  for  machinery,  tools,  rail- 
way supplies,  hardware  and  the  thou- 
sand and  one  other  articles  of  modem 
civiUzation  which  South  America  must 
have  but  does  not  make  and  can  not 
improvise. 

The  war  threw  into  high  relief  the 
dependency  of  South  America  on.  for- 
eign trade,  incoming  and  outgoing,  but 


it  did  not  alter  or  appreciably  decrease 
this  dependency .  What  Uttle  it  gained 
in  independency  by  enlarged  manu- 
facture was  more  than  offset  by  in- 
creased production  of  the  exportable 
products.  Furthermore,  it  is  more 
than  doubtful  whether  increasing  man- 
ufacture in  South  America  at  the 
present  time,  or  for  a  long  time  to 
come,  does  or  will  lead  to  a  lesser 
dependence  on  foreign  imports.  It 
broadens  the  field,  creates  a  demand  for 
more  tools  and  appliances,  and  for  raw 
material  as  in  the  case  of  cotton.  Es- 
pecially does  it  create  a  demand  for  the 
secondary  materials  of  manufacture, 
the  trimmings,  the  fastenings,  the 
ornamentation,  the  chemicals,  in  short, 
all  of  what  one  may  call  the  fluxes  of 
manufacture. 

Not  only  did  the  war  not  lessen  the 
dependency  of  South  America  on  for- 
eign trade;  it  did  not  radically  upset 
the  destinations  and  derivations  of  this 
trade.  At  the  most  it  was  a  shifting 
within  identical  groups.  The  chief 
and  only  considerable  source  of  South 
American  imports  was  the  group  of  the 
United  States,  Great  Britain,  France, 
Germany  and  Belgium,  and  this  group 
was  the  same  that  received  South 
American  exports.  In  general,  Spain, 
Italy,  Austria,  Holland,  the  three 
Scandinavian  countries  and  all  others 
appearing  in  the  statistical  tables  as 
having  a  part  in  South  American  trade 
did  not  enter  seriously  into  the  problem 
of  competition.  Either  their  trade  was 
specialized,  or  it  was  small,  or  it  was 
transit. 

With  all  the  members  of  the  chief 
group  engaged  in  a  life  and  death 
struggle  that  taxed  and  strained  to  the 
utmost  their  resources,  it  might  have 
been  expected  that  the  countries  of  the 
second  group,  who  remained  neutral, 
would  have  captured  the  South  Ameri- 
can trade.  Such  has  been  the  result  of 
past  wars  and  such  some  persons  antici- 
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pated  would  be  the  result  of  this  war. 
These  persons  failed  in  understanding 
that  while  Sisyphus  might  roll  a  great 
stone  it  was  Atlas  alone  who  could  bear 
the  burden  of  the  world.  Spain, 
Holland  and  the  other  neutrals  did  not 
capture  South  American  trade  simply 
because  they  could  not  carry  the  load. 
They  had  not  the  industrial  plant 
sufficient  to  handle  more  than  a  very 
small  fraction  of  South  American 
produce,  nor  could  they  from  their  own 
production  supply  the  volume  and  al- 
most infinite  variety  of  South  American 
imports.  They  had  not  the  skill,  the 
organization,  the  material,  nor  the 
personnel  for  such  an  imdertaking. 
Their  industries  were  constituted  to 
meet  lesser  requirements.  They  did 
mcrease  their  trade  up  to  the  limit  of 
the  possible,  but  the  chief  increase  was 
amore  or  less  disguised  transit  trade  to 
the  belligerent  coimtries  of  the  main 
group. 

The  chief  efiPect  of  the  war  was  a 
shifting  within  the  main  group.  Bel- 
gium entirely  and  Germany  almost 
entirely  were  shut  oflF.  Imports  from 
England  and  France  decreased,  and 
exports  of  food  products  to  the  same 
countries  remained  the  same  or  in- 
creased. Exports  of  industrial  raw 
materials  to  France  and  England  de- 
creased. The  slack  in  every  case  was 
taken  up  by  the  United  States.  What 
the  other  members  of  the  group,  in- 
cluding Germany  and  Belgium,  or  what 
the  neutral  group  could  not  supply  the 
United  States  did.  What  they  could 
not  buy,  it  bought.  There  was  much 
talk  in  Europe  and  in  South  America  of 
unfair  advantages  taken.  Here  there 
was  a  complementary  and  provocative 
outcry  from  a  like  class  that  may  be 
epitomized  in  one  phrase:  "Now  is  our 
opportunity."  In  truth  on  both  sides 
it  was  puerile  chatter  having  no  regard 
to  the  actualities  of  the  case.  The  war 
threw  all  international  selling  to  the 


passive  side.  He  who  had  goods  to  sell 
did  not  need  to  cry  his  wares.  The 
buyer  came  to  him.  South  America, 
which  had  always  been  both  a  passive 
seller  and  a  passive  buy^,  remained 
passive  as  to  selling,  but  it  became 
active  as  to  buying.  Not  only  South 
America  but  all  the  world  was  in  the 
mad  rush  to  buy.  Argentino,  Briton, 
Frenchman  and  Hollander,  armies,  na- 
vies, government  boards,  civilians,  all 
were  in  a  scramble  to  buy,  buy.  The 
seller,  he  who  had,  was  in  the  saddle,  all 
others  trailed  at  his  bridle  rein.  He 
was  not  thinking  of  "opportunities'* 
in  the  future.  His  opportunity  was  the 
present  and  he  drove  it  to  the  limit. 
At  the  end  the  one  enduring  thought 
that  remained  in  the  mind  of  the  buy- 
ers was  resentful.  This  is  why  South 
America  now  cries  loudly  for  the  return 
ofGermantrade.  It  feds  that  although 
it  was  not  in  the  war  it  has  been  made 
to  pass  through  the  Caudine  Forks. 

The  resentment  is  chiefly  towards  the 
United  States  but  in  a  lesser  d^pree 
toward  England.  The  angry  feeling 
will  cool,  but  it  exists  and  must  be 
reckoned  with.  South  America  will 
come  to  appreciate  the  fact  that  the 
same  causes  that  drove  the  prices  up  on 
what  it  had  to  buy  also  drove  them  up 
on  some  things  it  had  to  sell.  It  will 
imderstand  that  economic  dependence 
is  correlative. 

Before  the  war  the  exports  of  the 
twenty  Latin  American  republics  to  the 
United  States  (in  1913,  $478,000,000) 
was  not  far  from  being  equal  to  the 
exports  to  both  Great  Britain  and 
Germany  ($330,000,000  and  $192,000,- 
000) .  Leaving  out  the  exports  of  meat 
and  grain  from  Argentina  and  Uru- 
guay, which  the  United  States  did 
not  need  and  which  therefore  did  not 
enter  into  the  competitive  trade,  and 
leaving  out  also  the  interstate  trade, 
the  exports  of  industrial  raw  materials 
(including   wool,    hides,    tallow    and 
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other  by-products  of  the  meat  industry,  not  and  is  not  nearly  so  great.  Al- 
and induding  also  tropical  foods,  cane  though  on  the  export  side  it  took  more 
sugar,  coffee,  cacao,  fruits,  etc.,)  to  the  of  South  American  industrial  raw 
United  States  were  greater  than  the  material  and  tropical  foods  than  did 
exports  to  Great  Britain,  (Jermany  and  England  and  twice  as  much  as  did 
France  combined.  After  the  close  of  (Jermany,  yet  it  was  behind  England  in 
the  war  (1919),  Prance  remained  at  the  whole  export  field  and  only  ^  per 
about  the  same  proportion  and  the  cent  ahead  of  Germany ,  and  on  the  im- 
United  States  and  Great  Britain  to-  port  side  it  was  behind  both  countries. 

South  American  International  Trade 
Exports  to  {000  omitted) 
United  States        Great  Britain  Germany  France 

1918 $222,225  $281,988  $162,026  $104,971 

1919 $760,546  $518,410  $299,282 

Imports  from  {000  omitted) 

United  States        Great  Britain            Germany  France 

1918 $167,528                 $285,555                 $188,900  $89,520 

1919 $568,457                $270,928                    $47,599 

gether  had  taken  over  exports  to  Ger-  The  German  trade  for  1919  was  incon- 

many  increasing  their  proportions  to  siderable  and  in  many  cases  not  statis- 

this  extent  but  not  changing  their  rela-  tically  differentiated, 

tive  standing  to  each  other,  about  2  to  1 .  Allowance  must  be  made  in  compar- 

On  the  import  side* before  the  war  ing  the  figures  of  1913  and  1919  for 

(1913)  for  the  twenty  countries,  the  advances   in   prices.    On  a  quantity 

United  States  and  Great  Britain  ran  basis  222  millions  and  760  millions  of 

nearly  together  (United  States,  $331,-  exports  compare  about  1  to  2.    So  in 

000,000;  Great  Britam,  $323,000,000)  imports  167  and  563  represent,  not  1 

with  German  about  two-thirds  of  the  and  3J,  but  about  1  and  2j. 

British,  and  French  one-half  the  (Jer-  Since  the  war  South  America  has 

man  trade.    At  the  close  of  the  war,  exported  a  much  larger  percentage  of^ 

imports  from  the  United  States  stood  its  products  to  the  United  States,  and 

three  and  one-half  times  the  imports  it  also  has  exported  more  to  England 

from    Great    Britain    (1919,    United  and  to  France.    But  it  has  decreased 

States,  $1,011,548,000;  Great  Britain,  its  imports  from  the  last  mentioned 

$294,313,000).  countries  and  makes  up  the  difference 

The  preponderance  of  the  United  in  very  much  larger  imports  from  the 

States  in  South  American  trade  was  United  States. 


British  Foreign  Trade  Promotion 

By  P.  Habvey  Middletom 
Aasistant  Manager,  International  Trade  Department,  Guaranty  Trust  Company  of  New  York 

AN  increase  of  seventy-eight  per     is  eloquent  testimony  to  the  efficiency 
cent  in  total  British  exports  for     of  the  machinery  for  the  promotion 
the  ten  months  ended  October,  1920,     of  foreign  commerce  which  has  been 
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quietly  created  by  the  British  Govern- 
ment and  the  British  trader  during  the 
past  few  years.  Powerful  organiza- 
tions»  aided  by  numerous  subsidiaries, 
\¥ith  headquarters  in  London,  and 
with  branches,  agencies  or  traveling 
representatives  abroad,  cooperating 
with  British  banks  overseas  and  with 
government  "trade  scouts,"  are  mak- 
ing life  interesting  for  their  foreign 
competitors. 

An  excellent  example  of  these  new 
organizations  is  the  British  Trade 
Corporation,  formed  in  1917  for  the 
expansion  of  British  trade  in  every  part 
of  the  world,  and  for  the  granting  of 
long  term  loans  to  exporters.  The 
British  Trade  Corporation  has  created 
a  network  of  subsidiary  companies 
which  are  operating  successfully  in  the 
Near  East,  Latin  America,  Africa,  the 
Balkans  and  Russia.  Among  these 
subsidiaries  and  affiliations  may  be 
mentioned  the  Trade  Indemnity  Com- 
pany, which  insures  foreign  credits; 
the  South  Russia  Banking  Agency; 
the  Portuguese  Trade  Corporation; 
the  Anglo-Brazilian  Commercial  and 
Agency  Company;  the  Levant  Com- 
pany; J.  W.  Whittall  and  Company, 
ot  Constantinople,  and  the  National 
Bank  of  Turkey.  The  British  Trade 
Corporation  is  doing  business  either 
directly  or  through  subsidiaries  in 
South  Russia,  Brazil,  Portugal,  Jugo- 
slavia, Rumania, '  Bulgaria,  Mesopo- 
tamia, Greece,  Egypt,  Turkey,  Asia 
Minor  and  the  Sudan. 

Another  new  British  organization 
is  the  Anglo-Danubian  Association  for 
the  promotion  of  trade  between  the 
Austro-Hungarian  Succession  States 
and  Great  Britain  and  her  allies.  The 
P.  and  O.  Banking  Corporation,  with 
branches  in  all  the  ports  reached  by 
the  P.  and  O.  steamship  lines,  the 
Anglo-Baltic  and  Meriterranean  Bank, 
the  British  Overseas  Bank,  the  Anglo- 
South  American  B^nk,  the  National 


Bank  of  South  Africa  and  similar 
British  banks  in  other  parts  of  the 
world,  provide  adequate  banking  facil- 
ities, credit  and  trade  information. 
The  African  and  Eastern  Trade  Cor- 
poration (now  merged,  with  the  soap 
firm  of  Lever  Brothers)  is  a  recent 
amalgamation  of  a  niunber  of  British 
firms  which  have  been  identified  with 
the  African  trade  for  many  years. 
This  corporation  now  operates  a  chain 
of  trading  stations  across  the  African 
continent,  and  in  Syria,  Palestine, 
Persia,  Rumania,  Bulgaria,  Malaysia, 
Egypt  and  China. 

The  temporary  elimination  of  Ger- 
man competition  in  China  during  the 
war  was  an  incentive  to  increased 
efforts  ^or  the  extension  of  British 
trade  in  China.  As  a  result  of  con- 
ferences in  Peking  some  months  ago, 
followed  by  largely  attended  meetings 
in  the  London  headquarters  of  the 
Federation  of  British  Industries,  a 
Chinese-British  Trade  Corporation  has 
been  formed  to  develop  industrial  and 
other  undertakings  in  China.  Under 
the  charter  granted  by  the  Chinese 
Government,  British  traders  will  be 
able  for  the  first  time  to  develop  indus- 
trial areas  in  China  outside  the  treaty 
ports.  The  creation  of  this  new  cor- 
poration may  well  prove  to  be  a  land- 
mark in  British  relations  with  the 
great  Chinese  Republic. 

The  chief  r61e  of  the  corporation 
will  be  to  provide  the  organization, 
skilled  management,  business  methods 
and  knowledge  of  foreign  markets 
which  the  Chinese  lack.  The  Chinese 
on  their  part  will  supply  capital  (of 
which  the  mandarin  and  merchant 
classes  have  large  reserves),  knowledge 
of  local  conditions,  mining  and  other 
rights  and  political  influence.  The 
corporation  will  have  four  Chinese 
and  four  British  directors,  all  with 
equal  voting  power,  to  be  elected 
by  the  shareholders.    The  corporation 
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will  enjoy  obvious  advantages  in  the 
matter  of  cheap  raw  materials  and 
labor.  From  the  purely  British  point 
of  view,  it  might  seem  undesirable  to 
educate  and  organize  Chinese  indus- 
tries for  the  manufacture  of  articles 
which  would  perhaps  compete  with 
British  goods  in  the  markets  of  the 
world.  It  was  felt,  however,  that  if 
British  manufacturers  hesitated  to 
establish  branch  factories  in  China  it 
was  certain  that  Japanese,  American 
and  German  manufacturers  would  do 
so.  It  is  believed  that  every  British 
controlled  factory  in  China  will  serve 
as  a  valuable  feeder  for  British  trade 
in  other  directions. 

The  Federation  of  British  Industries 
is  the  latest  and  most  important  devel- 
opment of  the  Trade  Organization 
movement  in  the  United  Kingdom. 
For  many  years  past  the  manufac- 
turers in  many  of  the  leading  industries 
of  the  country  have  eiqjerienced  the 
advantages  to  be  gained  by  coopera- 
tion and  association  for  the  protection 
of  their  common  interests  in  organiza- 
tions devoted  to  their  particular  trades. 
The  exigencies  of  war-time  conditions 
added  impetus  to  this  movement  and 
led  to  a  large  increase  in  the  number  of 
trade  associations,  with  the  result  that 
practically  every  industry  and  the 
majority  of  trades  within  each  indus- 
try now  have  associations  to  assist 
and  foster  the  manufacture  of  British 
goods. 

For  this  scheme  of  organization  to 
be  complete,  it  was  seen  that  British 
manufacturers  and  producers  required 
the  coordinating  assistance  of  a  na- 
tional association,  which  would  con- 
centrate and  weld  together  the  efforts 
which  each  trade  exerted  through  its 
trade  association,  so  that  manufac- 
turers might  be  enabled  to  speak  and 
act  in  a  manner  commensurate  with 
their  strength  and  importance.  The 
national  needs  during  the  war,  and. 


still  more,  the  problems  which  would 
have  to  be  faced  when  the  war  was 
over  necessitated  the  formation  of  a 
strong  central  organization,  repre- 
sentative of  British  manufacturers 
and  producers  as  a  whole. 

These  considerations  led  to  the 
inauguration  of  the  Federation  of 
British  Industries  in  the  summer  of 
1916.  The  support  of  the  leading 
manufacturers  and  producers  in  the 
country  was  at  once  given  to  the  new 
body,  and  it  rapidly  succeeded  in  es- 
tablishing itself  as  the  only  organiza- 
tion which  could  claim  to  represent  the 
views  of  the  manufacturing  section  of 
the  community  as  a  whole.  In  the 
short  period  of  four  years,  it  has  en- 
rolled no  fewer  than  thirteen  hundred 
direct  members,  including  some  two 
hundred  trade  associations,  and  is  in 
direct  or  indirect  touch  with  at  least 
twenty  thousand  British  manufac- 
turers, covering  every  industry  in  the 
country.  The  Federation  is  governed 
by  a  grand  council  of  two  hundred 
and  eleven  members,  including  the 
leading  men  in  all  industries. 

This  large  membership  has  been 
accelerated  by  the  absorption  in  the 
Federation  of  other  bodies  having 
similar  or  cognate  objects.  Early 
in  1917,  the  Employers'  Parliamentary 
Association  merged  its  identity  in  that 
of  the  Federation.  Twelve  months 
later,  the  Central  Council  of  Associa- 
tions of  Controlled  Establishments — 
an  organization  formed  to  watch  the 
interests  of  firms  which  were  under 
government  control  during  the  war — 
handed  over  its  functions  to  the  Fed- 
eration of  British  Industries,  and  on 
the  conclusion  of  the  war,  the  Overseas 
Organization  of  the  Federation  ab- 
sorbed the  British  Manufacturers' 
Corporation,  an  organization  of  three 
hundred  firms  which  had  been  estab- 
lished to  develop  British  trade  in. 
foreign  countries. 
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The  organization  abroad  consists  of 
commissioners  in  Greece,  Turkey,  the 
East  Indies,  Spain,  Portugal,  Algeria, 
Brazil,  Scandinavia,  Italy,  Holland, 
Australia,  New  Zealand  and  Canada. 
In  addition,  there  are  correspondents 
in  Argentina,  France,  Cuba,  Mexico, 
Finland,  South  China,  Japan  and 
^SyP^-  While  it  is  a  private  organiza- 
tion, there  is  scarcely  a  subject  of 
industrial  interest  dealt  with  by  the 
British  Government  upon  which  the 
assistance  of  the  Federation  is  not 
sought.  Among  its  other  activities, 
the  Federation  organizes  exhibitions 
of  British  goods  in  foreign  countries, 
such  as  the  Athens  Exhibition  in  1919; 
invites  foreign  delegations  such  as  the 
missions  from  Jugoslavia,  Czecho- 
slovakia, Chile,  Spain,  etc.,  to  visit 
England  as  guests  of  the  Federation^ 
and  takes  them  on  a  tour  of  the  prin- 
cipal cities.  The  Federation  compiles 
an  Export  Register  which  contains 
classified  lists  of  its  members. 

There  is  at  the  present  time  in  every 
important  branch  of  industry  in  the 
United  Kingdom  an  increasing  tend- 
ency to  the  formation  of  trade  associa- 
tions and  combinations,  having  for 
their  purpose  restriction  of  competi- 
tion and  the  control  of  prices.  Many 
British  associations  have  already  been 
formed,  which  deal  with  raw  materials 
or  intermediary  products,  and  there  are 
others  which  have  to  do  with  finished 
goods.  These  associations  occupy  a 
prominent  position  in  the  iron  and 
steel,  ship-building,  electrical,  chem- 
ical, soap,  tobacco,  silk,  salt,  cement 
and  textile  industries. 

Sir  R.  v.  Vassar  Smith,  Chairman  of 
Lloyd's  Bank,  expressed  the  opinion 
of  the  British  bankers  toward  this 
movement  in  a  speech  in  which  he 
declared  that: 

The  day  of  small  industries  on  individual 
lines  is  gone.  Our  manufacturers  and 
traders  must  organize  for  united  effort. 


This  will  have  the  closest  bearing  on  ques- 
tions of  finance.  An  unstable  unorganized 
industry  is  the  despair  of  bankers.  An 
industry  organize  on  large  lines  has  seldom 
lacked  financial  support  in  England. 

The  various  committees  of  the  British 
Board  of  Trade,  formed  to  investigate 
specific  trades,  all  urged  the  necessity 
for  powerful  industrial  combinations. 

In  order  to  render  the  best  possible 
service  to  British  traders  under  the 
changed  conditions  resulting  from  the 
war,  a  new  government  department 
known  as  the  Department  of  Overseas 
Trade  was  formed  in  1918  by  the  Brit- 
ish Foreign  Office  and  the  British 
Board  of  Trade  jointly.  The  function 
of  the  department  is  to  assist  and 
advise  the  British  commercial  and 
industrial  community  in  the  work  of 
reconstruction  and  the  promotion  of 
foreign  trade.  It  is  represented  in 
every  quarter  of  the  globe,  from  the 
remote  islands  of  the  Pacific  to  Paris 
and  New  York.  The  overseas  service 
is  divided  into  main  parts,  one  of 
which,  the  Trade  Commissioner  Serv- 
ice, deals  with  the  British  Empire. 
There  are  trade  commissioners  in  Can- 
ada, Newfoundland,  Australia,  New 
Zealand,  South  Africa,  East  Africa, 
India,  British  West  Indies,  and  in 
the  Straits  Settlements.  Closely  asso- 
ciated with  them  in  their  work  are 
the  imperial  trade  correspondents, 
who  are  located  at  important  centers 
throughout  the  Dominions  and  other 
British  possessions.  In  foreign  coun- 
tries the  department  is  represented  by 
the  Commercial  Counsellors  and  Sec- 
retaries, and  by  the  consular  officers, 
who  are  located  at  practically  every 
port  and  important  commercial  center 
throughout  the  world. 

Special  efforts  are  made  by  the  De- 
partment of  Overseas  Trade  to  assist 
and  entertain  important  foreign  visi- 
tors to  England.  For  example,  the 
brother  of  the  King  of  Siam  and  the 
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Commissioner  of  Siamese  State  rail- 
roads were  conducted  recently  by  an 
officer  of  the  department  to  a  number 
of  important  plants  throughout  Eng- 
land; as  a  result,  substantial  orders 
have  been  placed.  Representatives  of 
the  "Hangya"  Cooperative  Whole- 
sale Society  of  Budapest  arrived  in 
England  in  August,  1920,  to  make  pur- 
chases on  behalf  of  the  Himgarian 
Minister  of  War.  They  bought  two 
hundred  and  fifty  thousand  yards  of 
khaki  cloth  valued  at  £140,000.  Due 
to  the  efforts  of  the  British  Trade  Com- 
missioner, the  representatives  of  an 
important  British  electrical  company, 
who  had  recently  visited  New  Zealand, 
secured  the  first  and  most  important 
post-war  contract  placed  by  the  New 
Zealand  Government  for  the  first  sec- 
tion of  railroad  to  be  electrified. 
It  has  been  well  said  that,  while  to 


other  countries  foreign  trade  is  a  con- 
venience or  a  luxury,  to  England  it  is 
an  absolute  necessity.  In  only  one 
of  the  raw  materials  vital  to  her  indus- 
tries— coal — ^is  there  a  surplus  in  the 
United  Kingdom.  All  the  others — 
ores,  fibers,  timber  and  oils,  as  well  as 
cereals  and  meats — Great  Britain  is 
obliged  to  import  either  wholly,  or  in 
the  greater  proportion,  and  the  neces- 
sity for  paying  for  them  requires  a 
large  and  ever-increasing  export  trade. 
Great  Britain  is  today  determined  to 
recapture  the  trade  won  from  her  in 
pre-war  days  by  the  Germans,  and, 
although  she  is  compelled  to  resume  her 
financial  and  industrial  rdle  with  enor- 
mously increased  burdens,  she  takes  up 
the  commercial  struggle  with  the  great 
advantage  of  having  to  learn  very  little 
about  the  conditions  under  which  it 
can  be  successfully  prosecuted. 


The  Revival  of  Belgian  International  Trade 

By  Habrt  T.  Collings,  Ph.D. 

University  of  Pennsylvania,  Former  United  States  Trade  Commission^'  of  Belgium 


THE  opening  of  the  world  wax  in 
1914  found  Belgium  actively  en- 
gaged in  international  trade.  With  an 
area  one-fourth  that  of  Pennsylvania, 
Belgium  was  the  most  densely  popu- 
lated country  in  the  world,  if  one  com- 
pares entire  countries  only.  For  dec- 
ades before  the  war  the  population  had 
been  increasing  at  the  rate  of  about 
one  per  cent  a  year,  with  a  policy  gen- 
erally avowed  of  relying  less  and  less 
on  their  native  soil  for  support  and 
development. 

Foreign  trade  is  send  has  been  the 
life  blood  of  Belgium.  For  years  before 
the  war  the  people  gave  increasingly 
less  attention  to  agriculture  and  more 
to  manufacture.  No  other  country 
depends  so  largely  upon  its  manufac- 
turing industries.     It  must  export  to 


live.  The  kingdom  is  poorly  endowed 
with  raw  materials;  nevertheless,  the 
road  to  national  prosperity  seemed  to 
lie  in  the  direction  of  manufacturing 
products  for  exportation,  while  in- 
creasingly larger  quantities  of  food- 
stuffs were  imported.  In  the  calendar 
year  1913,  Belgian  per  capita  imports 
amounted  to  $127.59  an4  exports  to 
$94.85,  which  may  be  compared  with 
our  per  capita  imports  of  $17.94  and 
exports  of  $£4.66  for  the  fiscal  year 
1913. 

Briefly,  it  may  be  said  that  Belgium 
imported  coal,  ores,  cotton,  wool,  hides, 
rubber,  lumber  and  chemicals,  and 
turned  them  into  products  more  or  less 
finished.  Germany  was  the  best  cus- 
tomer, followed  in  order  by  France  and 
Great  Britain;   these  three  countries 
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also  supplied  the  largest  quantity  of 
goods  in  return,  France  leading,  fol- 
lowed by  Germany  and  Great  Britain. 

Belgium  took  practically  no  part  in 
international  trade  from  August,  1914 
to  1919.  And  for  some  months  aft^ 
the  armistice  her  participation  in  for- 
eign commerce  was  limited  to  the 
purchase  of  foodstuffs  and  raw  mate- 
rials to  replace  depleted  stocks,  with 
very  little  selling,  pending  the  manu- 
facture of  these  materials  into  finished 
or  semi-finished  products. 

In  the  rehabilitation  of  Belgian  in- 
tonational  trade,  one  thing  became 
apparent  early  in  1919,  namely,  the 
lack  of  national  organization  for  re- 
suming such  relations.  German  con- 
trol of  export  organizations  had  been 
practically  complete  previous  to  1914; 
and  this  monopoly  of  Belgian  imports 
and  exports,  especially  the  latter,  had 
been  left  in  the  hands  of  foreigners  with 
i^parent  complacency.  Belgian  im- 
porters and  exporters  had  made  little 
effort.  Mid  expressed  little  interest  in 
assuming  control  of  their  trade  rela- 
tions with  other  parts  of  the  world. 
Two  things  were  evident — ^that  Ger- 
many had  lost  her  commercial  grip  in 
the  country  and  that  Belgian  business 
men.  must  build  up  for  themselves  a 
complete  foreign  trade  organization. 
The  Belgian  Government  and  the  bus- 
iness men  at  once  manifested  a  keener 
interest  in  the  conduct  of  international 
commerce.  Little  was  known  of  the 
methods  of  foreign  trade  organizations, 
since  only  eight  concerns  of  importance 
had  had  branches  in  foreign  countries. 
German  agencies  at  Antwerp  had  cared 
for  foreign  connections  so  thoroughly 
that  more  than  one  American,  when 
inquiring  about  Belgian  goods  previous 
to  1914,  had  addressed  his  letter  to 
•*  Antwerp,  Germany." 

In  July,  1919,  a  special  official  com- 
mission was  appointed  to  advise  con- 
cerning the  best  means  of  establishing 


an  organization  for  the  control  of  inter- 
national' trade  to  and  from  Belgian 
borders.  This  conunission  advocated 
an  association  of  affiliated  industries 
for  export  organization,  '  extensive 
courses  in  commercial  education,  en- 
largement of  the  merchant  marine,  and 
the  establishment  of  a  Government 
publication  giving  foreign  trade  infor- 
mation. Special  attention,  too,  was 
given  by  the  commission  to  improve- 
ments in  credit  extension  for  the  pro- 
motion of  foreign  trade,  and  the  recent 
practices  of  American  banks  were 
looked  upon  mth  approval.  Com- 
mercial attach6s  or  similar  Government 
officers  in  the  foreign  field  were  to 
supplement  the  home  organization. 

Probably  none  of  the  countries  at 
war  resumed  normal  economic  activity 
more  readily  than  Belgium.  Farmers 
began  more  or  less  normal  cultivation 
with  the  spring  of  1919,  and  the  crops 
of  that  year  were  nearly  up  to  the  aver- 
age pre-war  production.  The  resump- 
tion of  industrial  activity  too  was  re- 
markable. It  must  be  said,  however, 
that  this  was  interrupted  rather  than 
destroyed  during  the  war.  The  section 
of  the  country  actually  devastated  was 
small,  and  located  chiefly  in  agricul- 
tural Flanders.  While  much  machin- 
ery was  destroyed  or  removed  from 
manufacturing  plants  from  1914  to 
1918,  the  plants  themselves  were  often 
not  destroyed.  Belgian  coal  mines 
produced  at  the  lowest  ebb  during  the 
war  about  65  per  cent  of  their  normal 
annual  production.  With  this  eco- 
nomic situation  one  may  compare  the 
plight  of  France,  where  scores  of  square 
miles  in  the  industrial  heart  of  the 
country  were  devastated  to  a  degree 
that  beggars  description. 

The  revival  of  Belgian  industry  and 
foreign  trade  since  the  war  has  not  been 
hindered  solely  by  damaged  plants  or 
missing  machinery.  It  has  been  partly 
due  to  continued  scarcity  of  raw  mate- 
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rials»  to  depreciated  exchange,  to  labor 
difficulties  and  to  transportation  prob- 
lems. 

Belgium  formerly  imported  quanti- 
ties of  coal  and  ores  to  operate  her  in- 
dustries, cotton  and  wool  for  her  tex- 
tile establishments,  and  large  quanti- 
ties of  chemicals  for  various  plants. 
Without  these  there  can  be  little  prog- 
ress. The  reestablishment  of  national 
industries  was  hampered  in  1919  by 
lack  of  fuel.  Previous  to  the  war,  the 
country  exported  5,000,000  tons  of 
coal  a  year,  which,  being  anthracite, 
was  consequently  unsuited  to  industrial 
uses  in  the  country.  The  average  pre- 
war importations  of  coal,  amounting  to 
10,000,000  tons,  were  of  the  bitimii- 
nous  type  best  suited  to  steel  making 
and  oUier  industrial  uses.  This  came 
largely  from  Germany  before  1914. 

During  1910,  practically  no  coal  came 
into  Belgium  from  this  source  except 
the  shipments  stipulated  by  the  Peace 
Conference  and  these  were  sometimes 
irregular  and  insufficient.  Almost  the 
entire  Belgian  imports  of  coal  during 
the  first  six  months  of  1919  came  from 
England.  Coal  production  at  the  end 
of  1919  had  become  nearly  normal  and 
the  total  annual  production  for  1920, 
as  estimated  on  the  basis  of  actual 
production  figures  for  the  first  half  of 
the  year,  has  been  given  as  22,073,712 
tons,  as  compared  with  a  production  in 
1913  of  22,846,000  tons.  But  this  still 
leaves  the  country  sadly  in  need  of 
industrial  fuel. 

Depreciated  exchange  added  untold 
difficulties.  Prices  for  raw  material 
and  machinery  had  doubled  or  trebled 
during  the  war  period,  but  with  this 
rise  in  prices  all  nations  had  to  contend. 
When,  however,  materials  and  equip- 
ment had  to  be  purchased  by  a  franc, 
whose  exchange  value  abroad  had 
dropped  from  19.3  cents  to  12,  10,  8 
and  6  cents,  the  difficulties  in  the  way 
of  foreign  purchasing  became  insuper- 


able. The  year  1920  brought  little,  if 
any,  improvement  in  tliis  low  exchange 
value  of  the  Belgian  franc. 

By  the  very  irony  of  economic  fate 
Belgium  found  herself  unable  to  pur- 
chase from  her  recent  allies,  England 
and  the  United  States,  and  at  the  same 
time  invitingly  beckoned  to  her  enemy» 
Germany.  Owing  to  the  extreme  de- 
preciation of  the  German  mark  in  for- 
eign exchange,  Belgium  found  she  could 
purchase  of  her  recent  enemies  at  much 
lower  prices  than  in  any  other  country. 
Indeed,  in  1919,  millions  of  francs' 
worth  of  machinery,  dyestuffs  and 
other  materials  were  imported  into 
Belgium  from  beyond  the  Rhine.  In 
the  German  territory  occupied  by  Bel- 
gium a  special  commission  was  organ- 
ized to  put  their  merchants  into  con- 
nection with  German  firms  and  many 
successful  transactions  were  initiated. 

But  industrial  difficulties  were  found 
within  the  state.  The  war  left  Belgian 
labor  as  dissatisfied  as  elsewhere  in  the 
world.  In  February,  1919,  it  was  esti- 
mated that  700,000  were  unemployed 
in  the  kingdom;  by  July  of  that  year 
this  number  had  been  reduced  to  350,- 
000,  but  unrest  was  prevalent.  Labor 
was  dissatisfied  with  the  pre-war  work- 
ing day  of  nine  or  ten  hours;  insistent 
demands  for  an  eight-hour  day  had  to 
be  met  by  a  compromise.  Many  indus- 
trial enterprises  found  operating  con- 
ditions unbearable.  Throughout  the 
first  half  of  1920  this  condition  contin- 
ued, due  often  to  lack  of  raw  material, 
lack  of  capital  or  because  no  orders 
were  received  for  goods.  By  Jime, 
1920,  however,  it  was  reported  that  in 
the  more  important  industrial  estab- 
lishments of  the  country  about  93  per 
cent  of  the  niunber  employed  in  1913 
were  then  at  work. 

Belgium  has  definitely  reestablished 
her  position  in  foreign  trade.  The 
present  conmieroe  of  the  country  ex- 
ceeds in  value  that  of  1913.    In  the 
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nine  months  ending  September  SO, 
1920,  Bel^an  commerce,  including  im- 
ports and  exports  of  gold  and  silver, 
amounted  to  nearly  15,000,000,000 
francs.  Exports  during  this  period  were 
valued  at  8,784,345,000  francs  more 
than  those  for  the  corresponding  period 
in  191S,  and  imports  exceeded  those 
for  the  same^period  by  4,798,033  francs. 
Even  when  allowance  is  made  for  in- 
flated values,  this  is  a  very  creditable 
showing.  Exports  of  manufactured 
goods  during  the  first  three  quarters  of 
1920  were  by  quantity  almost  double 
those  of  the  corresponding  period  of 

1919,  and  the  total  value  of  this  export 
trade   from   Jimuary   to   September, 

1920,  was  more  than  six  times  as  great 
as  during  the  corresponding  period  of 
1919. 

Many  industries  are  back  on  their 
feet  in  international  competition.  Late 
in  1919,  iron  and]  steel  manufactiu*ers 
succeeded  in  underbidding  their  foreign 
competitors  in  cast  steel  and  similar 
products.  England  has  ordered  large 
shipments  of  cast  metal  from  Belgian 
producers.  The  output  of  window 
glass,  which  the  country  exports  ex- 
tensively, at  the  dose  of  1919  was  ap- 
proximately one-half  of  that  prior  to 
the  war.  Doubtless  this  production 
would  have  been  greater,  had  not  wages 
been  150  per  cent  above  pre-war  rates. 
Similar  conditions  prevail  in  the  plate 
glass  industry,  wage  increases  in  that 
field  being  about  125  per  cent  above 
the  1913  level. 

The  war  has  not  revolutionized  Bel- 
gian foreign'  trade.  The  continued 
success  of  the  country's  exchanges 
with  other  nsttions  rests  upon  an  intel- 
l^nt  utilization  of  an  industrious  pop- 
ulation in  the  field  where  Belgian  indus- 
try has  proven  its  worth;  that  is,  in  the 
iron  and  steel  industries,  in  the  manu- 
facture of  railway  equipment,  in  the 
coarser  textiles,  ^ass,  electrical  appar- 
atus and  firearms,  as  well  as  in  those 


specialized  processes  by  which  pre-war 
Belgium  sent  wool,  hides,  flax,  linen, 
cotton,  zinc,  rubber  and  dyes  into  the 
stream  of  the  world's  commerce  as 
semi-finished  products. 

Germany  is  no  longer  a  fertile  source 
for  supplies  of  raw  materials  and  has 
ceased  to  rank  among  Belgium's  best 
customers.  Belgium  is  now  turning  to 
the  United  States,  England  and  South 
America  for  many  products,  and  can 
profitably  extend  her  markets  in  the 
Orient,  especially  in  China,  and 
throughout  Latin  America  to  absorb 
those  products  which  Germany  can 
no  longer  afford  to  purchase.  Without 
question,  however,  the  economic  ties 
which  bound  Belgium  and  Germany 
will  eventually  renew  an  active  inter- 
change of  products.  Purse  strings  are 
woven  with  strands  of  economic  ad- 
vantage, not  sentiment. 

In  some  respects  Belgian  foreign 
trade  of  the  future  may  siupass  that  of 
pre-war  days.  The  country  is  a  natural 
gateway  for  the  sea-borne  commerce 
of  many  European  states.  Germany, 
which  formerly  handled  and  controlled 
this  transit  commerce,  will  doubtless 
have  an  appreciably  smaller  share  in 
this  for  years  to  come.  Much  of  this 
trade  can  be  made  to  pass  through  Ant- 
werp. Already  a  port  of  no  mean  im- 
portance, it  has  the  pivotal  position 
which  may  make  it  the  port  of  entrance 
or  departure  for  much  of  the  foreign 
trade  of  Germany,  Austria,  Hungary, 
Switzerland  and  Russia.  To  reach  tlds 
pivotal  position  in  the  international 
trade  of  the  Belgian  hinterland,  effort 
must  be  definitely  concentrated  upon 
the  improvement  of  port  facilities  at 
Antwerp. 

A  national  interest  must  be  aroused 
to  make  Antwerp  one  of  the  great  ports 
of  the  world  with  adequate  wharfage, 
storage  and  equipment  to  handle  and 
store  the  largest  shipments.  Concen- 
tration in  this  line  would  mean  the 
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relinquishment  of  ambitions  on  the 
part  of  other  Belgian  ports,  such  as 
Bruges,  Ghent  or  Brussels,  to  become 
extensive  marts  for  ocean-going  com- 
merce. Traffic  at  the  port  of  Antwerp 
was  rapidly  reestablished  in  1919. 
During  May,  1920,  the  entries  and  de- 
partures at  this  port  corresponded  to 
the  average  monthly  tonnage  of  1912, 
although  in  the  latter  year  the  transit 
traffic  from  Germany  was  an  important 
part  of  the  whole,  while  in  1920  it  was 
almost  nil. 

One  other  trade  development  is 
largely  in  the  hands  of  the  Belgians — 
that  with  the  Congo.  The  mother 
country  has  just  begun  to  realize  the 
increasing  importance  of  this  colony. 
With  an  extent  of  almost  a  million 
square  miles  and  a  great  undeveloped 
richness  in  tropical  products,  the  Congo 


affords  remarkable  trade  opportuni- 
ties. Here  one  finds  an  extensive  mar- 
ket for  foodstuffs,  coarser  textiles, 
clothing  and  machinery  in  return  for 
which  he  may  import  large  quantities 
of  rubber,  ivory,  palm-nuts,  palm-oil 
and  copal — raw  materials  which  abound 
in  the  Congo  and  are  increasingly  de- 
manded by  Belgian  industries  as  well 
as  by  all  other  important  industrial 
nations  of  the  world.  This  opportu- 
nity is  not  passing  unnoticed.  The 
recent  establishment  of  new  shipping 
lines  from  Antwerp  to  the  Congo,  the 
improvement  in  communication  facili- 
ties between  the  two  countries  and 
within  the  Congo  itself,  together  with 
recent  large  investments  in  colonial 
ventures,  prove  that  Belgium  has  a 
vision  of  the  conmiercial  value  of  its 
African  possession. 


Commercial  Policy  in  Spain  After  the  War 

By  Chester  1jx)yd  Jones,  PhJ>. 

C.  Tenoant  Sons  Company,  New  York 


THOUGH  Spain,  like  other  neutrals, 
could  not  escape  some  of  the  irk- 
some limitations  which  the  European 
war  created  for  the  non-belligerent 
nations,  it  enjoyed  during  the  conflict  a 
period  of  unexampled  prosperity.  A 
series  of  good  crops  and  legislation  to 
limit  the  shipment  of  f  oodstuflPs  abroad 
helped  to  keep  down  the  rising  cost  of 
living,  and  the  high  prices  created  by 
the  war  caused  an  exceptional  price 
level  for  the  national  goods  which  were 
exported  and  stimulated  the  national 
industries.  The  geographical  location 
of  the  country  gave  it  a  long  land 
frontier  on  the  borders  of  one  of  the 
chief  belligerents  insuring  easy  access 
for  its  products  to  the  area  of  military 
operations.  Freed  from  competition 
with  foreign  manufacturers  by  the 
necessities  of  the  belligerents,  the  home 
industries  enjoyed  a  greater  patronage 


in  the  home  market  than  had  formerly 
been  their  lot. 

How  favorable  the  general  conmier- 
cial position  was  can  be  illustrated  by 
the  conditions  in  almost  any  of  the 
greater  economic  interest  groups  in  the 
country.  The  unfavorable  balance  of 
trade  amounting  to  1^8,000,000  pese- 
tas in  1918  was  changed  to  favorable 
balance  of  574,000,000  in  the  banner 
year  1917  and  was  still  417,000,000  in 
1919.  Exports  rose  from  a  value  of 
868,000,000  pesetas  in  1914  to  1,816,- 
000,000  in  1919.  The  proportion  of 
manufactured  articles  in  the  exports 
rose  sharply  from  M  per  cent  in  1918 
to  over  40  per  cent  in  the  war  ]>eriod. 
It  was  86  per  cent  even  in  1919.* 

^Tfae  increase  of  yalues  was  in  reality  mudi 
greater  than  this  comparison  indicates.  Tlie 
Spanish  customs  returns  are  made  up  on  official 
vikluations  which  have  not  been  dianged  since  1918. 
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Raw  cotton  for  the  Spaoish  textile 
industry  wns  imported  in  rapidly  rising 
quantities  reaching  almost  a  third  of  a 
million  bales  in  1919.  During  the  war, 
of  course,  this  cotton  largely  found  its 
way  abroad  again  in  goods  manu- 
factured for  the  allied  armies.  Wool 
textile  exports  rose  from  about  600,000 
pounds  a  year  before  the  war  to 
27,000,000  pounds  in  1915,  and  even 
in  1919  were  more  than  twenty  times 
as  great  as  before  the  war.  The  leather 
and  shoe-making  industries  prospered 
as  they  had  never  done  before.  The 
iron  and  steel  exports  increased  in 
value  from  about  5,000,000  pesetas 
before  the  war  to  36,000,000  in  1916. 
Coal  production  rose  from  4,000,000 
to  7,000,000  tons;  the  products  of  the 
olive-  and  grape-growing  industries 
reached  unprecedented  values.  Viewed 
from  the  standpoint  of  the  national 
industries  and  international  trade,  it 
seemed  that  the  war  was,  if  not  im 
unmixed  blessing  to  Spain,  at  least 
something  which  brought  in  its 
train  a  very  comfortable  margin  of 
advantages. 

MovEBfENT  Toward  Economic  Inde- 
pendence 

Public  opinion  in  Spain  after  the 
war  was  strongly  in  favor  of  capitaliz- 
ing and  making  permanent  the  advan- 
tages which  the  conflict  had  brought 
to  the  kingdom.  There  was  no  lack  of 
confidence  that  it  could  be  done. 
Other  nations  have  won  from  the  war 
their  ri^t  to  political  self-determina- 
tion. Spain  was  confident  that  now 
was  her  chance  to  win  economic  inde- 
pendence. 

The  longing  to  be  "free  from  eco- 
nomic dependence  on  the  foreigner" 
is  not  a  new  development.  At  least 
since  the  period  of  the  Spanish-Amer- 
ican war  it  has  been  an  ideal  which  has 
always  had  a  strong  political  appeal. 
From  it  sprang  the  legislation  intended 


to  foster  local  industries  by  highly 
protective  tariffs  and  the  successful  at- 
tempt to  make  Spain  independent  of 
foreign  sugar  supply  by  tariff  on  im- 
ports plus  subsidy  of  the  local  industry. 
Even  before  the  European  war  the 
movement  had  already  entered  a 
broader  phase.  In  1909,  legislation 
was  passed  intended  to  develop  ship- 
building through  special  governmental 
support  for  companies  purchasing  their 
materials  from  local  factories.  The 
iron  and  steel  industries  were  later 
favored  and  far-reaching  plans  were 
made  for  fostering  all  national  indus- 
tries through  governmental  aid  to  be 
granted  after  investigation  and  ap- 
proval by  a  Commission  for  the  Pro- 
tection of  National  Industry. 

To  this  strong  and  growing  nation- 
alistic feeling  the  conditions  created 
by  the  war  greatly  contributed.  Spain, 
it  was  argued,  had  been  exploited. 
Her  riches  were  in  the  control  of  for- 
eigners. Her  mines,  her  railroads,  her 
tramways,  her  waterpowers,  her  finan- 
cial institutions,  in  fact  all  her  economic 
resources  were  mortgaged  to  the  for- 
eigner, and  the  profits  which  their  op- 
erations yielded  went  abroad  instead 
of  contributing  to  the  national  develop- 
ment. Now  with  the  war  had  come, 
it  was  alleged,  the  opportunity  to 
change  this  unsatisfactory  state  of 
affairs.  The  national  industries  were 
booming,  the  war  profits  had  created  a 
surplus  of  local  capital  awaiting  in- 
vestment, the  peseta  was  at  a  premium 
compared  to  the  depreciated  curren- 
cies of  the  belligerent  nations.  It  was 
easy  to  pass  to  the  conclusion  that  this 
was  the  time  for  Spain  to  create  con- 
ditions which  would  bring  the  "paying 
of  tribute  to  the  foreigner'*  to  an  end. 

The  "Spam  for  the  Spaniards" 
movement  took  form  in  a  number  of 
well-intentioned  projects  of  legislation. 

First  of  all  it  was  felt  that  the  indus- 
tries which  had  been  stimulated  or 


Digitized  by 


Google 


26 


The  Ankals  ot  tHS  American  Academy 


created  by  the  war  must  not  be  allowed 
to  suffer.  The  periodical  revision  of  the 
tariff — consideration  of  this  topic  every 
three  years  is  provided  for  by  the  leg- 
islation— ^had  been  delayed  by  the  war. 
It  came  up  at  a  time  when  high  pro- 
tection spirit  was  in  the  ascendimt.  A 
tariff  board  was  created,  which  planned 
an  extensive  investigation  of  the  cost 
of  production  and  proposed  to  create 
protection  for  the  home  industries 
which  would  place  them  on  an  equaUty 
with  those  of  foreign  countries.  The 
tariff  classifications  were  to  be  greatly 
increased  in  number  to  allow  flexibility 
in  the  application  of  the  new  standard. 
The  new  Spanish  luxury  tariff  effective 
December  1,  1920,  designed  to  aid 
Spanish  exchange  by  decreasing  pur- 
chases of  foreign  goods  by  Spain,  is 
partly  a  product  of  the  desire  for 
greater  protection,  but  is  not  as  com- 
prehensive as  the  complete  revision 
promised  for  1921. 

High  tariffs  alone  are  not  sufficient, 
it  is  felt,  to  assure  the  creation  of  an 
industrial  system  which  shall  be  Span- 
ish in  the  thoroughgoing  way  which 
the  nationalists  desire.  Foreign  capi- 
tal, they  argue,  as  experience  elsewhere 
has  shown,  may  establish  itself  within 
the  national  boundaries,  profit  by  the 
high  tariff  wall  which  shuts  out  foreign 
competition  and  continue  the  very 
economic  dependence  which  has  be- 
come so  unwelcome.  The  tariff  must 
therefore  be  supplemented  by  other 
protective  measures.  To  this  end  it  is 
planned  to  extend  the  protection  to 
national  industries  given  by  the  tariff 
by  indirect  or  direct  subsidy.  Compan- 
ies are  to  be  favored  which  are  created 
by  Spanish  capital  or  which  have  at 
least  a  specified  minimum  of  their 
stock  held  by  Spanish  nationals. 

Even  this,  however,  may  not  assure 
the  rapid  development  of  truly  Spanish 
investments  in  the  country.  Addi- 
tional premiimis   must  be   given   to 


national  investors  to  assure  that  the 
war  wealth  which  has  come  to  the 
kingdom  shall  stay  at  home  and  not 
seek  investment  in  foreign  securities. 
Spanish  capital  has  shown  a  singular 
tendency  to  go  abroad  in  the  past 
leaving  local  resources  to  be  developed 
by  foreign  enterprise.  During  the  war 
this  tendency  became  less  pronounced 
and  it  is  reported  that  about  600,000,- 
000  pesetas'  worth  of  securities  of 
Spanish  enterprises  were  repurchased 
from  foreigners  by  Spaniards.  Never- 
theless, the  former  custom  still  has  a 
strong  hold  on  local  investors  and  even 
this  war-time  advance  might  be  lost. 

To  check  the  flow  of  capital  abroad, 
a  number  of  measures  have  been 
adopted  in  spite  of  insistent  protests 
that  the  nationalistic  movement  is 
overreaching  itself  in  their  adoption. 
First  among  these  measures  are  ones 
intended  to  prohibit  the  "speculation 
in  depreciated  currencies"  and  the 
purchase  of  foreign  securities  in  gen- 
eral. Such  measures  ape  seldom  if 
ever  successful  and  their  general  eva- 
sion by  Spanish  investors  is  a  matter  of 
common  conmient.  The  first  of  these 
laws  in  Spain  antedate  the  war  period 
and  they  have  always  been  observed 
in  the  breach.  It  seems  doubtful 
whether  those  who  have  recently  ar- 
gued for  their  enforcement  and  exten- 
sion have  great  confidence  in  their 
practicability. 

Other  measures  passed  since  the 
war  are  more  thoroughgoing.  They 
aim  to  make  local  investments  attrac- 
tive to  Spanish  financiers  by  creating 
a  tax  wall  in  favor  of  Spanish  capital 
similar  to  the  tariff  wall  protecting 
goods  of  Spanish  manufacturers.  For- 
eign companies,  it  is  argued,  may  es- 
tablish branches  in  Spain  and  bring  to 
the  exploitation  of  the  Spanish  market 
all  the  resources  and  prestige  which  go 
with  their  powerful  organizations  and 
international  connections,  though  the 
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capital  which  they  use  or  announce 
they  are  using  in  their  local  business 
may  be  ot  insignificant  proportions. 
In  this  way  the  weaker  Spanish  com- 
petitor is  put  at  a  disadvantage  and 
equal  taxation  upon  the  capital  used  by 
local  and  foreign  companies  in  carry- 
ing on  their  local  business  dealings  is  no 
adequate  remedy.  It  is  therefore  pro- 
posed in  l^islation  enacted  at  the  end 
of  1919  to  tax  such  foreign  companies 
having  branches  or  representatives 
authorized  to  contract  for  them,  not 
only  on  the  capital  used  in  Spain,  but 
also  on  their  entire  capital. 

The  capstone  of  this  legislation  is 
found  in  the  new  laws  affecting  foreign 
banks  which,  though  not  conunercial 
companies  in  the  generally  accepted 
sense,  are  one  of  the  means  most  im- 
portant in  promoting  commerce  and 
have  drawn  the  particular  dislike  of  the 
ultra-nationalists.  Foreign  banks  are 
made  the  subject  of  a  special  law  with 
alternative  bases  for  taxation  requiring 
them  to  pay  taxes  at  least  at  the  rate 
of  two  per  mille  on  the  capital  devoted 
to  business  in  Spain  plus  one  per  mille 
on  the  entire  capitalization  of  the 
parent  corporation.  Severe  penalties 
are  provided  for  evasion  of  the  law, 
and  it  is  expressly  stated  that  no  coiui; 
review  of  the  tax  assessment  made  by 
the  administrative  board  composed  in 
majority  of  officiak  of  the  Spanish 
treasury  shall  be  allowed. 

The  terms  of  this  latter  legislation 
have  aroused  widespread  protest  both 
in  and  out  of  Spain  and  have  been  made 
the  subject  qf  representations  to  the 
Spanish  Government  by  foreign  em- 
bassies. These  laws  have  not  as  yet 
been  actually  put  into  force  but  it  is 
clear  that  if  eirforced  they  will  greatly 
handicap,  if  they  do  not  make  impos- 
sible, the  operations  of  large  foreign 
commercial  companies  and  banks  in 
the  Kingdom.  However  laudable  the 
national  ambition  for  economic  inde- 


pendence may  be,  it  is  unlikely  that 
Spain  will  find  that  in  the  near  futiu^ 
she  can  dispense  with  the  capital  and 
enterprise  of  the  foreigner  to  the  extent 
sought  in  these  laws. 

Recent  Economic  Developments 

The  economic  developments  of  re- 
cent months  have  brought  forth  factors 
which  have  emphasized  to  Spain  as  to 
the  rest  of  the  world  that  nations,  even 
the  strongest,  are,  in  economic  affairs, 
interdependent  not  independent  and 
that  discriminatory  legislation  is  likely 
to  defeat  its  own  end.  In  tariff  mat- 
ters Spain  is  learning  that  while  she 
may  act  as  she  pleases  in  putting  up 
barriers  against  imports,  other  coun- 
tries have  the  same  freedom — as  is 
brought  home  by  the  hardships  created 
by  the  new  high  French  tariff  which 
cuts  into  the  profits  of  the  Spanish 
wine  producer.  Those  who  have  the 
undeveloped  resources  of  Spain  in  their 
possession  are  beginning  to  complain 
that  within  the  kingdom  they  can  find 
neither  the  technical  ability  nor  the 
capital  which  can  bring  their  properties 
into  use. 

In  spite  of  the  fact  that  Spain  stayed 
out  of  the  war  and  had  im  unusually 
strong  position  during  its  continuance, 
he  peseta  has  fallen  in  value  and  shows 
little  promise  of  early  recovery.  Such 
developments  are  far  from  satisfactory 
to  those  who  had  hoped  that  restrictive 
legislation  would  enable  Spain  to  make 
permanent  the  unusual  conditions  of 
recent  years. 

They  begin  to  realize  that  with  re- 
construction in  the  belligerent  coim- 
tries  under  way  and  the  demand  for 
capital  thereby  greatly  increased,  leg- 
islation intended  to  discourage  invest- 
ment from  abroad  is  little  likely  to 
bring  the  hoped-for  results.  Laudable 
as  the  ambition  of  the  nationalist  party 
to  make  the  country  self-sufficient  is, 
and    though    creditable    advance    in 
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creating  a  national  industry  has  been 
made,  Spain  is  still  dependent  on  the 
foreigner  for  the  great  majority  of  the 
manufactured  articles  she  consumes. 
The  national  economy  is  still  agricul- 
tural, not  industrial. 

The  ideal  of  a  self-sufficing  national 
industry  is  one  which  Spain  will  win 
only  through  longyears  of  education  for 
her  people  in  her  schools  and  factories. 
It  is  an  ideal  which  can  not  be  attained 
at  a  stroke  either  through  exceptional 
circumstances  created  by  the  war  or 
by  legislation. 

Recent  International  Develop- 

BiENT 

If  one  tiu*ns  from  the  legislation  on 
Spanish  commercial  policy  which  has 
been  sketched  above — ^the  most  strik- 
ing recent  development  in  Spanish 
international  affairs — ^to  the  changes 
going  on  in  the  national  economic  life 
which  will  influence  the  position  of  the 
kingdom  in  the  futiu^,  the  pictiu^  is 
jaore  pleasing.  There  is  no  doubt  that 
the  development  of  industry  in  the 
northeast,  centering  around  Barcelona, 
will  continue.  It  is  hampered  by  diffi- 
cult labor  problems  but  the  character 
of  the  Catalan  workman  assures  that 
this  section  of  Spain  will  become  in- 
creasingly able  to  meet  the  competi- 
tion of  foreign-made  goods.  Iron  and 
steel  manufacture,  though  still  not 
able  to  compete  effectively  in  interna- 
tional trade,  will  supply  a  growing 
percentage  of  the  local  demand.  The 
increasing  use  of  fertilizers  is  putting 
Spanish  agriculture,  now  lamentably 
backward,  into  a  better  position. 
Rice-growing  around  Valencia  and 
sugar   production    scattered    over    a 


large  number  of  provinces  are  prosper- 
ing. Both  rice  and  sugar  are  in  some 
years  exported  in  considerable  amounts. 
That  they  will  regularly  go  abroad  in 
large  values  is  not  probable. 

Fruit-raising  on  the  east  coast  is 
extending  and  will  contribute  increas- 
ingly to  Spanish  income  from  abroad. 
Valencian  onions  ako  have  an  assured 
and  expandable  market  in  the  north 
of  Europe.  Nuts  of  a  wide  variety  are 
a  staple  item  of  Spanish  export.  Span- 
ish green  olives  are  a  standard  article 
in  international  trade,  and  the  war 
has  hastened  the  direct  marketing  of 
Spanish  olive  oil.  The  fishing  industry 
of  the  northwest,  the  pyrites  exports 
of  the  southwest,  the  fresh  grape  ex- 
ports of  the  southeast  all  contribute 
in  an  important  way  to  present  Span- 
ish foreign  conmierce  and  they  will 
continue  to  do  so. 

Upon  the  gradual  development  <rf 
these  natural  sources  of  wealth,  brought 
into  use  by  cooperation  between  her 
own  x>eople  and  the  foreigner,  the  pros- 
perity of  Spain  has  in  the  past  rested. 
These  same  factors  will  continue  to 
determine  the  position  of  Spain  in  inter- 
national commerce  in  the  near  future, 
at  least.  Well-planned  legislation  may 
assist  in  bringing  into  use  the  national 
resources.  It  has  already  done  so  in  not 
a  few  important  branches  of  industry. 
That  the  present  movement  toward 
an  extreme  nationalistic  policy  will 
quicken  the  development  which  is  in 
progress  is  at  least  doubtful.  No 
nation  can  reform  its  national  economy 
in  a  day,  and  the  attempt  to  do  so  by 
some  of  the  laws  recently  passed  in 
Spain  holds  out  but  little  promise  of 
success. 
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Foreign  Trade  of  Japan  Since  the  Armistice 

By  Frank  R.  Rutter 
Trade  Comxnissioner,  Bureau  of  Foreign  and  Domestic  Commerce 


NO  year  in  the  history  of  modem 
Japanese  trade  has  witnessed 
more  striking  changes  than  1920.  At 
the  b^inning  of  the  year,  the  post- 
Annistice  boom  in  exports  had  just 
reached  its  peak,  while  in  March  im- 
ports reached  their  maxijnum.  Dur- 
ing the  course  of  the  year  foreign  trade 
has  collapsed.  The  imports  in  Decem- 
ber, 1920,  were  valued  at  barely  one- 
fourth  the  record  for  March,  1920,  and 
the  exports,  14,000,000  yen  less,  were 
only  one-fourth  the  record  for  Decem- 
ber, 1919.  It  jwrould  be  necessary  to 
go  back  some  years  to  find  an  equally 
small  trade  movement — ^to  August, 
1917,  for  imports,  and  to  January, 
1916,  for  exports.  It  must  be  borne  in 
mind  also  that  prices  ranged  much 
lower  then,  so  that  the  values  for 
December,  1920,  really  represent  a 
much  smaller  volume  of  trade  than  at 
any  time  since  the  beginning  of  the  war. 

When  the  year  1920  opened,  im- 
ports into  Japan  were  still  at  their 
height,  while  the  peak  in  exports  had 
been  passed.  As  a  result  there  was  an 
almost  constant  excess  of  imports 
throughout  the  year.  In  only  three 
months  (August,  September  and  Octo- 
ber) a  small  surplus  of  exports  was 
recorded.  The  excess  of  imports  for 
the  year  amounted  to  392,000,000  yen. 
Strange  to  say,  there  was  also  an 
excess  importation  of  gold  and  silver 
amounting  to  almost  the  identical 
figure— 890,000,000  yen. 

This  heavy  movement,  directly  con- 
trary to  the  natural  course  of  trade,  is 
difficult  to  explain;  for  the  large  sums 
paid  as  freight  to  Japanese  shipping 
companies  are  not  enough  to  oflPset  the 
adverse  balance  of  trade.  The  urgent 
need  of  funds  by  the  banks  and  business 


houses,  and  also  by  the  Government 
for  the  many  projects  of  financial  relief, 
was  undoubtedly  one  of  the  main 
reasons  for  the  big  imports  of  specie. 
The  Government  and  the  Bank  of 
Japan  had  on  deposit  in  foreign  coim- 
tries  large  sums  of  money  at  the  begin- 
ning of  the  year.  At  the  end  of 
-November,  1920,  the  stock  of  gold  held 
in  foreign  countries  was  270,000,000 
yen  less  than  one  year  before,  while 
the  stock  held  in  Japan  was  400,000,- 
000  yen  more.  When  exchange  was 
against  Japan  in  the  early  months  of 
1920,  the  law  prohibited  the  exporta- 
tion of  gold;  but  when  the  crisis  came, 
the  lucent  need  of  funds  compelled 
the  banks  and  business  houses  to  draw 
upon  every  available  source  for  money, 
and  to  postpone  as  long  as  possible  the 
payment  of  obligations  that  had  been 
incurred.  This  led  to  a  sharp  rise  in 
exchange  even  while  the  balance  of 
trade  was  against  Japan,  and  the  rise 
in  exchange  in  tiun  made  profitable 
the  import  of  gold.  Most  of  the  gold 
naturally  came  from  the  United  States, 
but  there  were  ako  some  large  receipts 
from  China. 

Price  Changes 

In  tracing  the  changes  in  the  volume 
of  Japanese  trade,  allowance  must  be 
made  for  fluctuations  in  price  and  for 
seasonal  variations.  Both  of  these 
factors  have  a  peculiar  importance  in 
studying  Japanese  trade.  The  ad- 
vance in  export  values  came  much 
later  in  Japan  than  in  the  United 
States,  but  was  much  greater  when  it 
came.  Seasonal  variations  are  also 
especially  pronounced  because  of  the 
few  articles  that  make  up  the  bulk  of 
the  imports  and  exports* 
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The  variations  in  price  are  shown  in  It  will  be  noted  that  Japanese  staple 
Table  I,  together  with  an  averagefor  exports  were  slow  in  responding  to  the 
United  States  exports^:  worid-wide   tendency*  toward   hi^er 

Table  I.    Vabutions  in  Pbices  of  Impobts  and  Exports  of  Japan,  1917-1920 

Average  1913=100 


1917 

1918 

1919 

1920 

Jan- 
Mar. 

Apr- 
June 

July. 
Sept. 

Oct.- 
Dec. 

Jan- 
Mar. 

1 
Apr.- 
June 

July- 
Sept. 

Oct. 

159 

185 

287 

157 

87 

145 
147 
140 
156 
145 

215 

217 
482 
244 
145 

185 
168 
174 
248 
196 

^ 

All  Imports 

222  - 

281 
894 
806 
206 

241 

258 
287 
290 

257 

256 

Raw  Cotton... 
Ironed  Steel.. 

Machinery 

Rice 

271 
258 
808 
428 

844 
894 
888 
520 
^55 

267 
246 
268 
808 

802 
265 
809 
471 
852 

258 
250 
290 
225 

AllE!xports...... 

^  Raw  Silk 

Silk  Fabrics  . . . 

Cotton  Yam... 

Cotton  Fabrics 

198 
158 

182 

254 
228 

212 
188 
198 
809 

247 

252 
249 
248 
400 
268 

800 
296 
822 
517 
840 

252 
162 
218 
291 
884 

220 
126 
194 
195 
815 

United  States 
Exports*  .... 

204 

221 

229 

*  For  United  States,  average  of  four  years  ending  June  80,  1914  » 100.  Computed  from  the 
average  for  each  class  (great  group)  as  determined  by  W.  A.  Berridge:  *' An  Analysb  of  the  Ezportii 
of  Merchandise  from  the  United  States,*'  Review  of  Economic  Statistics,  October,  1919,  p.  S12.  In  his 
average  for  all  exports,  each  class  is  weighted  according  to  the  value  of  the  selected  artides  falling  in 
that  group  in  1911-1914.  In  the  figure  given  in  the  table  the  weighting  is  according  to  the  total 
exports  of  eadi  dass.  figures  for  the  year  ending  June  80,  1920,  have  been  computed  on  the 
same  basis. 


^  The  usual  method  has  been  used  to  eliminate 
the  effect  of  changes  in  price  in  determining  the 
fluctuations  in  trade.  A  compilation  was  made 
of  a  considerable  number  of  important  commod- 
ities that  represented  from  64  to  79  per  cent  of 
the  total  imports,  and  from  63  to  79  per  cent  of 
the  totid  exports.  From  the  quantity  of  each 
article  a  value  was  computed  on  the  basis  of  the 
average  import  or  export  price  in  1913.  This 
compilation  was  made  for  each  year,  and  also  for 
shorter  periods  of  1919  and  1920— six-month 
periods  in  the  case  of  imports,  and  quarters  in 
the  case  of  exports.  The  sharp  variations  in  the 
prices  of  exports  made  it  desirable  to  use  a  short 
term. 

Comparison  of  the  value  returned  and  the 
value  computed  on  the  basis  of  pre-war  prices 


measures  the  relative  rise  (or  fall)  in  price  sinoe 
1913.  The  selected  articles  were  grouped  into 
various  classes  (natural  foodstuffs,  pr^>ared 
foodstuffs,  raw  materials,  partly  manufactured 
goods  and  manufactures  ready  for  consimiption), 
and  an  average  was  computed  for  each  dass. 
It  was  assimied  that  the  price  of  each  of  these 
classes  varied  in  the  same  pn^xntion  as  that  of 
the  sdected  artides  bdonging  to  the  same  dass. 
By  applying  the  relative  price  to  the  reported 
total  for  each  of  the  five  dasses  a  value  based  on 
1913  prices  was  obtained.  For  miscellaneous 
artides,  not  induded  in  any  of  the  five  classes, 
the  combined  percentage  of  increase  was  applied. 
Raw  silk  is  of  especially  high  value  and  has 
been  subject  to  violent  fluctuations  in  price. 
For  this  reason,  in  the  case  of  exports,  partly 
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prices.  In  1917»  a  comparison  of  the 
values  returned  in  the  official  statistics 
with  those  calculated  on  the  basis  of 
1913  prices  shows  an  advance  of  only 
45  per  cent.  The  following  year  the 
official  values  were  85  per  cent  above 
the  pre-war  level.  Up  to  that  time 
the  advance  was  much  less  marked 
than  that  disclosed  by  a  similar  com- 
parison of  the  United  States  export 
statistics.  After  the  Armistice,  how- 
ever, the  rise  in  Japanese  export  prices 
was  very  rapid.  In  the  fourth  quarter 
of  1919,  the  average  was  three  times  as 
high  as  the  1913  level;  and  in  the  first 
quarter  of  19^,  almost  three  and  one- 
half  times  as  high  (344  as  compared 
with  100  for  1913). 

Then  came  a  drop  as  rapid  as  the 
rise.  The  average  export  value  for 
the  second  quarter  was  302,  for  the 
third  quarter,  252,  and  for  October, 
220.  Naturally  estimates  of  this  kind 
for  so  short  a  period  as  one  month,  or 
even  three  months,  can.  not  be  regarded 
as  precise,  but  the  movement  is  amply 
confirmed  by  current  price  quotations. 

The  export  price  of  raw  silk,  and 
still  more  that  of  cotton  yam,  went  far 
higher  than  the  average  for  all  exports. 
Cotton  yarn  brought  five  times  as 
much  in  the  first  quarter  of  1920  as  in 
the  year  1913.  It  follows  that  the 
post-war  advance  recorded  for  exports 
is  due  mainly  to  the  high  prices  for  the 
four  big  items.  The  average  for  the 
numerous  articles  that  make  up  the 
other  half  of  the  export  trade  of  Japan 
shows  a  much  smaller  increase. 

There  was  also  a  considerable  in- 
crease in  import  prices  after  the  Armi- 
stice.   The  import  price  in  1918,  how- 

manufactured  goods  were  divided  into  two 
groups,  raw  silk  and  other  articles,  for  each  of 
whidi  8q>arate  computation  was  made.  For 
similar  reasons,  although  not  so  striking  as  in 
the  case  of  exported  silk,  imported  cotton,  iron 
and  steel,  and  machinery  were  separated  from 
the  dasses  mto  whidi  they  fall. 


ever,  had  already  advanced  much  more 
than  the  export  price,  and  the  highest 
point  reached  was  much  below  the  ex- 
port price  for  the  corresponding  period. 
The  advance  in  import  prices  was  there- 
fore relatively  moderate,  and  the  latest 
statistics  show  little  drop  in  price. 

Volume  of  Trade 

The  change  in  import  prices,  con- 
sequently, does  not  affect  materially 
the  apparent  increase  in  the  imports  of 
Japan.  The  figures  on  the  1918  basis 
are  somewhat  lower  than  those  showing  / 
the  prices  as  returned,  but  the  general 
direction  is  little  altered.  In  the  case 
of  exports,  however,  the  situation  is 
just  the  reverse.  The  great  advance 
in  exports  from  quarter  to  quarter  in 
1919,  which  brings  the  value  returned 
for  the  last  two  quarters  much  above 
the  corresponding  figures  for  the  year 
before,  largely  disappears  when  the 
value  is  reduced  to  the  basis  of  1913 
prices.  There  was  an  upward  move- 
ment, but  it  was  not  suflScient  to  bring 
the  total  up  to  the  1918  level. 

Tabulation  has  been  made  of  the 
imports  and  exports  for  the  last  three 
years  by  quarters  in  Table  II.  The 
third  quarter  of  1918  has  been  taken 
as  a  basis,  and  the  returns  for  each  of 
the  other  quarters  during  the  three- 
year  period  are  stated  in  the  form  of  ' 
index  numbers.* 

Seasonal  Variations 

Because  of  the  few  commodities  that 
make  up  the  bulk  of  Japanese  import 

^  The  values  as  returned  in  the  official  statistics 
have  been  used  and  also  the  computed  value  on 
the  basis  of  1913  prices.  In  some  cases  it  was 
necessary  to  interpolate  the  average  prices  to  be 
used  for  the  conversion.  For  1918  no  direct 
determination  of  the  relative  price  was  made  for 
portions  of  the  year  and  for  the  later  years,  in  the 
case  of  imports,  the  direct  determination  was 
made  by  half-year  periods.  For  purposes  of 
comparison  the  trade  movement  in  the  United 
States  is  given,  but  only  on  the  basis  of  declared 
values — ^not  on  the  basb  of  pre-war  prices. 
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Table  II.  '  Foreign  Tbade  op  Japan  and  oif  the  United  States  Since  the  Abmib- 
TiCE,  ON  Basis  of  July-September,  1918  Trade 

July-September,  1918  =  100 


Imports 


Exports 


Japan,  values  as  returned : 

Ist  quarter 

2nd  quarter 

Srd  quarter 

4th  quarter 

Japan,  at  191S  prices: 

1st  quarter 

2nd  quarter 

Srd  quarter 

4th  quarter 

United  States,  values  as  re- 
turned: 

Ist  quarter 

2nd  quarter 

Srd  quarter 

4th  quarter 


1918 

101.  S 
116. S 
100 
114.5 


102.8 
117. S 
100 
lis. 4 


88.0 
110.9 
100 

91.2 


1919 

124.1 
147.7 
1S8.9 
152.  S 


121.8 
14S.6 
129.6 
1S4.1 


92.1 
115.2 
1S9.8 
155.5 


1920 

208.5 

210.6 

lOS.l 

79.0 


177.1 

174.9 

84.4 

64.8 


188.5 
190.5 
181.9 
118.5 


1918 

81.2 
102.5 
100 
118.7 


86.2 
105.4 
100 
115.0 


90.8 
96.9 

100 

100.4 


1919 

77.5 

92.2 

112.7 

148.0 


7S.5 
81.5 
8S.8 
92.7 


114. S 
141.9 
114. S 
129.6 


1920 

111.5 

121.7 

99.0 

6S.1 


60.8 
75.8 
7S.8 
54.8 


188. 1 
ISO 
115.8 
1S5.6 


and  e:q>ort  trade,  seasonal  variations 
are  very  important.  Exports  come 
mainly  in  the  second  half  year,  the 
figure  for  the  fourth  quarter  being  con- 
siderably higher  than  for  any  of  the 
others.  In  1913,  22  per  cent  of  the 
exports  came  in  the  first  quarter,  23 
per  cent  in  the  second,  26  per  cent  in 
the  third  and  29  per  cent  in  the  fourth. 
About  the  same  ratio  held  good  in  the 
three  preceding  years.  •  On  the  import 
side,  the  heaviest  movement  comes  in 
the  first  half  of  the  year.  In  1913,  22 
per  cent  of  the  imports  came  in  the 
third  quarter,  23  per  cent  in  the 
fourth  quarter,  26  per  cent  in  the  first 
quarter  and  29  per  cent  in  the  second 
quarter. 

The  fact  that  the  heaviest  imports 
come  when  the  exports  are  lightest, 
and  the  heaviest  exports  come  when 
the  imports  are  lightest,  exaggerates 
the  situation.     Normally,  an  excess  of 


imports  may  be  expected  during  the 
first  half  of  each  year,  and  an  excess  of 
exports  during  the  second  half.  The 
preponderance  of  silk  in  the  export 
trade  and  of  raw  cotton  in  the  import 
trade  goes  far  to  explain  the  time  of 
heaviest  shipments.  If  these  two  com- 
modities are  omitted,  the  volume  of 
trade  is  distributed  through  the  year 
with  reasonable  uniformity. 

To  eliminate  the  factor  of  seasonal 
shipments,  compilation  has  been  made 
in  Table  III  of  the  import  and  export 
figures  for  the  period  imder  review, 
expressed  on  the  basis  of  the  corre- 
sponding quarters  of  1913.  The  efiFect 
is  to  make  the  fluctuations  less  marked, 
especially  when  based  on  the  pre-war 
price  level.  There  is  a  steady  upward 
movement  of  imports  from  the  begin- 
ning of  1918  to  the  beginning  of  1920, 
when  a  sharp  fall  began.  Exports, 
on  the  other  hand,  show  in  the  main  a 
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Table  m.    Foreign  Trade  or  Japan  and  op  the  United  States,  with  Allowance 
FOR  Seasonal  Variations,  1918-1920 

Corresponding  quarter  of  1913  =  100 


Imports 


Exports 


Japan,  values  as  returned : 

1st  quarter 

2nd  quarter 

Srd  quarter 

4th  quarter 


Japan,  at  1918  prices: 

1st  quarter 

2nd  quarter 

Srd  quarter 

4th  quarter 


United  States,  values  as 
turned: 

1st  quarter 

2nd  quarter 

Srd  quarter 

4th  quarter 


1918 

205 
209 

244 


96 

98 

118 

122 


146 
210 
178 
152 


1919 

251 
265 
889 
854 


114 
120 
147 
145 


158 
218 

242 
260 


1920 

421 
878 

252 
184 


166 

146 

96 

70 


818 
860 
815 
198 


1918 

286 
842 
292 
819 


161 

188 
156 
165 


287 
275 
279 
212 


1919 

272 
808 
829 
899 


187 
145 
181 
138 


298 
408 
819 
278 


1920 

891 
407 
289 
170 


114 
185 
115 

77 


860 
869 
828 
286 


continuous  decline  from  the  second 
quarter  of  1918  to  the  end  of  1920. 

Importance  of  Staples 

Roughly  speaking,  three  commod- 
ities make  up  one-half  of  the  import 
trade,  and  four  commodities  one-half 
of  the  export  trade.  The  relative 
importance  of  these  big  staples  has 
remained  fairly  constant,  but  among 
themselves  there  has  been  considerable 
change.  The  efifect  of  the  war  was  to 
increase  materially  the  importation  of 
iron  and  steel,  which  in  1918  consti- 
tuted 17  per  cent  of  the  total  as  com- 
pared with  7  per  cent  in  1913.  But  in 
1920  its  share  fell  to  11  per  cent.  The 
sli|^t  relative  decrease  in  the  propor- 
tion of  raw  cotton  and  machinery 
during  ijie  war  has  been  made  up  since 
the  Armistice. 

On  the  export  side  a  relative  increase 
in  the  amoimt  of  silk  fabrics  as  com- 


pared with  raw  silk,  and  of  cotton 
fabrics  as  compared  with  cotton  yarn, 
is  conspicuous.  This  tendency  has 
continued  since  the  Armistice.  Before 
the  war  habutae  represented  well  over 
90  per  cent  of  all  the  silk  fabrics  ex- 
ported. Recently,  there  has  been  a 
big  gain  in  the  export  of  crape  which,  in 
1918,  reached  a  value  more  than  one- 
fourth  as  high  as  the  value  of  the 
habutae  exported. 

There  are  many  minor  articles  in 
the  export  trade  of  considerable  impor- 
tance. These  reflect  the  recent  trade 
changes  more  clearly  than  the  big 
staples.  During  the  war  a  big  export 
trade  was  built  up  in  beans,  paper  and 
woolens,  which  rapidly  declined  after 
the  Armistice.  Otiier  articles,  already 
important,  gained  largely  during  the 
war.  Among  these,  pottery  and  toys 
are  prominent  because  so  far  they  have 
maintained  their  increase.    The  same 
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is  true  of  glass,  but  to  a  less  degree. 
Coal,  knit  .goods,  matches  and  hat 
braids  show  a  big  increase  in  value, 
but  there  was  no  corresponding  in- 
crease in  quantity.  Camphor,  a  nat- 
ural monopoly  of  Japan,  has  shown  a 
material  increase  in  value  in  the  face  of 
a  large  decrease  in  quantity.  With 
the  greater  scarcity,  prices  have  been 
raised  more  than  proportionately. 
Shell  buttons  are  still  exported  to 
twice  the  quantity  and  three  times  the 
value  recorded  in  1913,  but  the  quan- 
tity is  40  per  cent  less  than  in  1918, 
although  the  value  is  larger.  In 
several  of  these  lines  the  gain  was  made 
while  central  £iux)pe,  formerly  the 
chief  exporter,  was  closed  to  conmierce. 
Before  the  war,  copper  was  regularly 
exported  in  considerable  amounts  from 
Japan.  During  the  war,  the  exports 
increased  in  value  but  not  in  quantity. 
Increased  costs  of  production  have 
changed  Japan,  in  19£0,  from  an  ex- 
porting to  an  importing  country.  The 
imports  were  twice  as  large  as  the 
exports. 

DiRECTioi^  OF  Trade 

Raw  silk  and  silk  fabrics  exported 
from  Japan  go  mainly  to  the  United 
States  and  are  exchanged  for  raw  cot- 
ton, semi-manufactured  iron  and  steel, 
and  machinery.  During  the  war  the 
proportion  of  silk  and  silk  goods  taken 
by  the  United  States  increased  mate- 
riaUy,  while  on  the  import  side  a  larger 
share  of  the  raw  cotton  was  imported 
from  the  United  States,  and  the  bulk 
of  the  iron  and  steel,  and  machinery. 
Since  the  Armistice,  imports  from  the 
United  States  have  continued  to  in- 
crease, notwithstanding  the  orders 
placed  in  Europe. 

The  exports  to  Asia  consist  in  large 
part  of  cotton  yam  and  cotton  fabrics. 
The  sales  to  India  that  became  im- 
portant during  the  war  fell  off  largely 


in  1919,  but  revived  in  1920.  China, 
however,  remains  the  principal  market 
for  cotton  yam  and  fabrics.  The 
decline  in  the  piux^ases  there  has  had 
a  serious  effect  on  the  spinning  and 
weaving  industries  of  Japan,  and 
through  them  on  the  general  industrial 
situation. 

It  is  not  certain  how  large  a  part  the 
boycott  in  China  has  actually  played. 
According  to  the  Japanese  returns  the 
exports  of  cotton  yam  to  China  had 
approximately  the  same  value  during 
the  three  years,  but  a  much  smaller 
quantity  in  1919  and  1920.  The  value 
of  cotton  fabrics  shows  a  marked 
increase  in  1919  and  1920  (especially 
in  the  first  half),  but  the  quantity 
shows  little  change.  The  decline  in 
the  quantity  of  cotton  yam  exported 
to  China,  and  the  absence  of  any 
material  increase  in  the  quantity  of 
cloth  may  or  may  not  be  due  to  the 
boycott.  The  natural  effect  of  the 
boycott,  more  or  less  local  perhaps,  was 
to  restrain  importers  from  placing  new 
contracts  in  Japan.  If  it  did  not  pre- 
vent the  importation  of  Japanese 
goods,  it  may  well  have  been  instru- 
mental in  preventing  further  expan- 
sion of  the  trade. 

The  fall  in  the  price  of  silver  during 
1920  has  probably  been  at  least  equally 
effective  in  limiting  the  purchases  of 
Japanese  goods  in  China.  The  value 
of  the  Chinese  (Yuan)  dollar  was  fixed 
by  the  Director  of  the  Mint  at  $1.02  on 
April  1,  1920,  and  at  59  cents  on  Jan- 
uary 1,  1921.  Since  these  values  are 
based  on  quotations  covering  the  pre- 
ceding quarter,  the  purchasing  power 
of  Chinese  money,  when  measured  in 
gold,  fell  more  than  40  per  cent  during 
the  last  nine  months  of  1920.  Such  a 
decline  must  unquestionably  have 
lessened  the  demand  for  cotton  cloth 
and  other  goods  imported  from  a  gold 
standard  country  like  Japan. 
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Preponderance  of  Imports 

Perhaps  the  most  conspicuous  change 
in  Japanese  trade  since  the  Armistice  is 
the  shift  in  the  relative  importance  of 
exports  and  imports.  During  the 
war  exports  were  dominant;  since  the 
war,  imports.  The  big  export  figures 
were  piled  up  while  there  was  an 
insatiable  demand  in  foreign  markets. 
When  it  was  seen  that  prices,  except 
for  a  few  competitive  goods,  did  not 
drop  immediately  upon  the  end  of 
hostilities,  an  after-the-war  boom  de- 
veloped that  carried  the  values,  but 
not  the  quantities,  far  above  previous 
records.  The  upward  tendency  lasted 
only  through  1919.  Its  basis  was 
inflated  values;  it  needed  an  insistent 
foreign  demand.  With  the  diminished 
purchasing  power  of  the  United  States 
and  the  fall  in  the  value  of  silver  in 
China,  the  demand  Cor  silk  and  for 
cotton  manufactures,  the  two  great 
export  staples,  fell*  ofiF  disastrously. 
Contracts  that  had  been  placed  for 
future  deUveries  well  up  to  the  pro- 
ductive capacity  of  the  country  for 
months  to  come,  could  not  be  carried 
out  by  the  buyers  without  forcing 
many  into  banbruptcy,  and  to  avoid 
this  had  to  be  cancelled  on  easy 
terms. 

Much  more  marked  was  the  steady 
rise  of  imports  that  began  even  before 
the  Armistice  and  continued  through 
1919  and  the  first  quarter  of  1920— and 
the  returned  value  was  even  higher 
for  the  second  quarter,  but  not  the 
value  adjusted  to  pre-war  prices  nor 
the  value  adjusted  for  seasonal  varia- 
tions. The  declared  value  of  imports 
was  then  more  than  twice  as  high  as 
two  years  before. 

The  difficulty  of  obtaining  adequate 
supplies  of  foreign  goods  diuing  the 
war  left  Japan  greatly  under-stocked. 
When  the  Armistice  was  signed  orders 
were  placed  at  once  for  prompt  deUv- 


ery.  Early  shipments  brought  so 
much  profit  to  the  importers  that 
further  orders  were  placed,  in  many 
cases  without  adequate  considera- 
tion of  the  real  extent  of  the  home 
demand. 

The  orders  proved  excessive.  With 
the  collapse  of  the  boom,  imported 
goods  could  not  be  resold  except  at  a 
loss.  Goods  stored  in  customs  ware- 
houses, representing  only  a  part  of  the 
imports  that  could  not  be  digested, 
showed  on  December  31,  1919,  a 
value  twice  as  high  as  one  year  before, 
while  on  Jime  30,  1920,  the  value  was 
two  and  one-half  times,  and  on 
September  30,  over  three  tinaes,  as 
high.  Undigested  imports,  estimated 
at  enough  for. a  full  year's  supply  in 
many  lines,  effectively  prevented  the 
placing  of  new  orders. 

Japan  b  closely  affected  by  world 
conditions  and  world  tendencies.  The 
changes  in  the  amoimt  of  its  import 
and  export  trade  paralleled  those  in  the 
trade  of  the  United  States  during  the 
war  and  less  closely  after  the  war. 
The  parallel  appears  most  clearly  when 
the  comparison  is  based  on  the  value 
for  the  corresponding  quarter  of  1913. 
But  in  Japan,  perhaps  because  of  the 
greater  preponderance  of  a  few  staples, 
the  fluctuations,  both  upwards  and 
downwards,  have  been  more  extreme. 
The  peak  for  imports  was  reached 
first  in  Japan;  for  exports,  first  in  the 
United  States. 

Conclusion 

To  sum  up,  the  post-war  trade  of 
Japan  has  been  characterized  by  (1) 
extreme  variations  in  the  level  of 
prices,  (2)  extreme  fluctuations  in  the 
volume  and  still  more  in  the  value  of 
imports  and  e:q>orts,  (3)  a  preponder- 
ance of  imports  over  exports,  especially 
marked  in  1920,  and  (4)  a  severe  trade 
depression,  due  largely  to  the  collapse 
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of  the  foreign  demand  for  the  great  vided  for,  with  a  greatly  lessened  de- 
export  staples.  mand  for  silk  and  silk  goods  in  the 
Just  as  the  Japanese  exporters  United  States  and  Europe  and  for 
profited  to  a  pecuUar  d^ree  from  the  cotton  goods  in  Asia.  Foreign  trade 
advancing  prices  of  1919,  they  have  is  to  an  unusual  degree  fundamen- 
sufifered  to  a  peculiar  degree  from  the  tal  in  Japan  and  aflFects  vitally  the 
1920  decline.  The  large  part  that  silk  whole,  economic  life  of  the  nation, 
and  cotton  and  their  manufactures  To  a  recovery,  industrial  or  com- 
play  in  Japanese  exports  has  exag-  mercial,  from  the  present  depression, 
gerated  the  injurious  efifects  of  the  fall  the  revival  of  a  strong  and  stable 
in  price.  There  has  been  a  sharp  loss  foreign  demand  for  Japanese  goods  is 
in  value,  unlocked  for  and  not  pro-  essential. 
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The  United  States  as  a  Creditor  Nation  and  the 
Development  of  the  Export  Trade 

By  E.  L.  BoGART,  Ph.D. 

UniTersity  ci  lUiiiois 


IN  discussing  the  subject  noted  in  the 
title,  it  will  be  wcith  while  to  de- 
vote a  little  space  to  establishing  the 
fact  that  the  United  States  is  a  credi- 
tor nation,  and  to  what  extent  it  is  such. 
Just  a  decade  ago  a  careful  study  of 
the  extent  of  foreign  investments  in  the 
United  States  was  made  for  the  Na- 
tional Monetary  Commission.^  Ac- 
c(H*ding  to  this  estimate  Great  Britain 
had  invested  in  American  securities 
about  $3,500,000,000;  German  invest- 
ments amounted  to  about  $1,000,000,- 
000;  those  of  Holland  were  placed  at 


ments  abroad,  required  the  remittance 
annually  by  this  country  of  between 
$175,000,000  and  $225,000,000.  Other 
expenditures,  such  as  expenditures  of 
American  tourists  abroad,  remittances 
by  immigrants,  freights,  insurance  and 
similar  smaUer  items,  brought  the  total 
annual  net  payments  due  other  coun- 
tries up  to  about  $500,000,000. 

These  charges  were  met  in  general 
by  the  excess  of  our  merchandise  ex- 
ports over  our  imports.  For  the  five 
fiscal  years,  1910  to  1914,  the  merchan- 
dise exports  and  imports  were  as  follows : 


Merchandise  Exports  and  Imports,  1910-1914 
In  MiUiona 


1910 

1911 

1912 

1918 

1914 

Total  Exports 

$1,744.9 
1,556.9 

$2,049.8 
1,527.2 

$2,204.8 
1,658.2 

$2,465.8 
1,818.0 

$2,864.5 

Tot«l  Imports. 

1,898.9 

Excess  of  Exports 

$188.0 

$522.1 

$551.1 

$652.8 

$470.6 

$750,000,000  and  of  French  capital  at 
nearly  $500,000,000.  In  the  aggre- 
gate the  amount  of  Eiu-opean  capital — 
and  that  means  of  all  foreign  capital — 
invested  in  permanent  seciurities  in  the 
United  States  was  stated  to  be  approxi- 
mately $6,000,000,000.  The  net  pay- 
ments of  interest  cm  this  capital,  after 
deducting  the  amounts  owed  citizens 
of  the  United  States  for  their  invest- 

1  George  Paish,  ''The  Trade  Balance  of  the 
United  States,"  in  Report  of  ike  National  Mone' 
tmqf  Ccmmieeiion,  XX,  p.  100. 


As  the  average  for  these  five  years 
is  $476,900,000  it  is  evident  that  the 
excess  of  exports  over  imports  merely 
sufficed  to  meet  the  current  fixed 
charges  against  this  country  for  inter- 
est and  services,  and  was  not  applied 
to  the  liquidation  of  our  foreign  indebt- 
edness. We  may  therefore  conclude 
that  this  remained  in  1914  practically 
at  the  same  point  where  it  had  stood 
in  1910. 

With  the  outbreak  of  the  World 
War  the  demands  of  Europe  upon  the 
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United  States  for  munitions  and  sup- 
plies of  every  kind  grew  enormously, 
while  at  the  same  time  the  shipments 
of  goods  to  pay  for  these  supplies  fell 
oflF  from  the  pre-war  level.  The  fol- 
lowing table  shows  the  trade  with 
Eiffope  during  the  three  fiscal  years» 
1915  to  1917: 


advances  and  credits  to  the  amount 
of  $3,500,000,000  have  accumulated 
against  Eiu-ope  in  the  period  between 
January  1,  1919,  and  September  15, 
1920.  If  to  these  items  there  be  added 
other  loans  and  investments  in  Central 
and  South  America,  in  Canada  and  in 
Mexico,  and  in  other  regions,  it  is  cer- 


Merchandise  Exports 

TO  AND  Imports  prom  Europe  1915-1917 
In  Millions 

1915 

1916 

1917 

Exports  to  Europe 

$1,944.8 
614.8 

$2,972.8 
616.2 

$4,824.5 

Imports  from  Europe 

610.5 

Excess  of  Exports 

$1,880.0 

$2,856.1 

$8,714.0 

The  excess  of  e:q>orts  over  imports 
for  these  three  years  thus  amounted  to 
about  $7,400,000,000.  If  there  be  set 
against  this  sum  the  gold  imports  and 
an  allowance  for  the  usual  charges 
against  the  United  States  for  interest, 
freight,  insurance,  foreign  travel,  etc., 
which  together  might  be  estimated  in 
the  aggregate  at  about  $2,000,000,000 
for  the  three-year  period,  it  will  be 
seen  that  at  the  time  of  our  entrance 
into  the  war  the  United  States  had 
nearly,  if  not  quite,  liquidated  her 
foreign  indebtedness  and  by  the  end 
of  the  year  1917  had  certainly  attained 
the  position  of  a  creditor  nation. 

After  our  entrance  into  the  war  the 
United  States  government  became  the 
banker  of  the  Allies  and  advanced 
them  credits  to  the  amount  of  $9,710,- 
000,000.  When  these  advances  ceased, 
private  capital  was  called  upon  to 
make  further  loans  to  Europe  to  aid  in 
the  work  of  reconstruction.  It  has  re- 
cently been  estimated^  that   private 

'  B.  M.  Anderson,  Jr.,  in  The  Chase  Economic 
Btdletin,  I,  No.  1,  p.  8.  Issued  by  the  Chase 
National  Bank,  New  York  City.  October,  IWtO. 


tainly  no  exaggeration  to  claim  that 
the  United  States  is  today  a  creditor 
nation  to  an  extent  of  not  less  than 
$10,000,000,000  to  $12,000,000,000. 
The  annual  interest  charge  on  this  sum 
at  5  per  cent  would  be  $500,000,000 
to  $600,000,000.  Moreover,  many  of 
the  items  for  which  we  formerly  re- 
mitted to  Europe,  as  freights  or  insur- 
ance, are  probably  now  payable  to  the 
United  States,  while  others,  like  tour- 
ists' expenditures,  are  greatly  reduced; 
it  may  safely  be  estimated  that  the 
former  payments  to  Eiffopewillbecut 
in  half.  Instead,  therefore,  of  having 
to  remit  to  Europe  some  $500,000,000 
a  year  in  excess  of  our  imports,  we 
shall  be  in  receipt  of  excess  payments 
from  the  rest  of  the  world  of  not  less 
than  $250,000,000  to  $350,000,000. 

Effects  of  Being  a  Creditor 
Nation 

To  be  a  creditor  nation  means  the 
receipt  by  citizens  of  this  country  of 
surplus  income  from  sources  outside 
the  country  itself;  it  means  normally 
larger   imports   than   exports.    As    a 
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debtor  nation  we  were  compelled  to 
export  more  than  we  imported;  as  a 
creditor  nation  we  may  import  more 
than  we  export.  What  effect  will  this 
changed  situation  probably  have  upon 
our  export  trade? 

In  the  first  place,  little  or  no  effect 
may  be  observable  for  a  period  owing 
to  extraordinary  or  temporary  occur- 
rences. Thus  the  present  abnormal 
situation  in  Europe  compels  further 
borrowing  by  them  from  this  country 
instead  of  meeting  the  obligations 
already  incurred.  Even  the  payment 
of  interest  on  our  government  ad- 
vances has  been  deferred  for  a  period 
of  three  years.  It  is  unlikely  that 
Europe's  balance  of  trade  with  the 
United  States  will  become  favorable 
in  any  shorter  length  of  time.  It  is 
conceivable,  but  altogether  unlikely 
and  undesirable,  that  these  debts 
might  be  met  by  further  shipments  of 
gold  to  this  country.  They  might  also 
be  canceled  by  the  transfer  of  American 
securities  to  this  country,  but  this 
movement  has  already  gone  so  far  that 
this  resource  is  pretty  well  exhausted. 

The  full  effects  of  our  changed  situa- 
tion may  also  be  delayed  by  the  invest- 
ment abroad  of  the  excess  payments 
due  us.  In  other  words,  our  trade 
balance  may  continue  to  show  an 
excess  of  exports  over  imports  and  we 
may  be  content  to  accept  securities 
and  promises  to  pay  rather  than  com- 
modities and  services.  Finally,  our 
tariff  policy  may  make  it  so  (Ufficult 
for  foreign  nations  to  sell  to  us,  or 
even  to  pay  us  what  they  owe,  as 
to  retard  the  normal  working  out 
of  our  changed  commercial  relations. 
Any  such  delay  will  only  defer  and 
not  alter  the  outcome;  indeed,  it  will 
only  aggravate  it  and  will  necessi- 
tate stiU  larger  excess  payments  to  us 
in  the  future.  The  effects  of  being 
a  creditor  nation  may  be  postponed 
but  can  not  indefinitely  be  averted. 


Let  us  assume,  therefore,  that  the 
ultimate  and  permanent  effects  of 
being  a  creditor  nation  are  in  full 
operation  and  that  our  imports  exceed 
our  exports;  or,  as  it  is  generally 
stated,  that  our  balance  of  trade  is 
"unfavorable."  What  effect  will  this 
probably  have  upon  our  export  trade? 
Several  possibiUties  suggestthemselves. 

1.  The  relation  between  imports 
and  exports  may  be  altered,  but  yet  no 
falling  off  may  occur  in  our  exports. 
Both  may  continue  to  grow,  though 
imports  may  grow  more  rapidly  until 
they  overtake  and  pass  exports.  This 
has  been  true  of  other  nations  and 
may  well  be  true  of  the  United  States. 
.  Thus  the  export  trade  of  such  creditor 
nations  as  Great  Britain,  France,  the 
Netherlands,  Germany  and  Belgium 
showed  a  steady  and  in  some  instances 
a  remarkable  growth  during  the  half 
century  before  the  World  War.  In 
1800,  the  imports  of  Great  Britain 
amounted  to  $140,000,000  and  the 
exports  to  $165,000,000.  Both  of 
these  grew  steadily  throughout  the 
nineteenth  century,  although  the 
former  grew  so  much  more  rapidly 
that  in  1900  the  imports  were  $2,300,- 
000,000  and  the  exports  $1,415,000,000. 
The  large  excess  of  imports  over  ex- 
ports in  the  last  named  year  resulted 
in  part  from  the  earnings  of  British 
foreign  investments,  which  amounted 
m  1914  to  about  $20,000,000,000.  It 
is  estimated  that  before  the  outbreak 
of  the  World  War  the  British  people 
gained  from  such  investments  about 
$1,000,000,000  annuaUy,  of  which  per- 
haps $200,000,000  was  received  by 
them  in  the  form  of  surplus  income, 
while  the  balance,  or  $800,000,000, 
was  reinvested  abroad.*  It  may 
safely  be  assumed  that  a  similar  course 

^For  fuller  detafls  on  this  and  some  other 
topics  treated  briefly  in  this  paper,  see  my  book, 
now  in  press,  War  Cotts  and  Their  Financing,  to 
be  published  by  D.  Appleton  and  Company. 
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of  development  in  the  United  States 
will  cause  a  steady  growth  in  exports, 
but  a  still  more  rapid  increase  in 
imports. 

2.  Our  exports  may  be  affected  by 
the  character  of  the  imports.  Pro- 
ceeding on  the  assumption  that  our 
imports  will  exceed  our  e:q>orts  and 
that  the  balance  will  not  be  paid  in 
gold,  it  is  clear  that  the  excess  must  be 
paid  in  commodities.  These  com- 
modities may  be  either  consimmble 
commodities  or  raw  materials  and 
partly  manufactured  goods.  It  is 
probable  that  the  debtor  nations  of 
Europe  will  endeavor  to  cancel  part 
of  their  obligations  to  us  by  ship- 
ments of  colonial  products,  as  jute 
and  tea  fron  India,  tin  and  rubber 
from  the  Straits  Settlements,  coffee 
from  Java,  wool  from  Australia,  etc. 
Considerable  time  must  elapse  before 
Europe  will  be  able  to  send  us  large 
amounts  of  manufactured  goods  to 
compete  with  our  domestic  products. 
In  so  far  as  these  imports  consist  of 
foodstuffs,  semi-luxuries  and  other 
consumption  goods,  there  would  result 
a  more  plentiful  supply,  cheaper  prices 
for  them  and  for  all  competing  articles 
or  substitutes,  and  to  that  extent  a 
higher  standard  of  living. 

It  is,  of  course,  conceivable  that  the 
receipt  of  such  a  surplus  might  induce 
a  certain  amount  of  indolence;  we 
might  prefer  to  live  on  our  incomes 
and  enjoy  more  leisure  instead  of 
working.  But  such  a  result  is  alto- 
gether improbable  under  the  existing 
distribution  of  wealth,  the  modem 
organization  of  industry,  the  prevailing 
"price  and  profit"  system  of  enter- 
prise, and  the  present  habits  of  thrift 
and  work  of  the  American  people. 

The  larger  part  of  the  imports  would 
doubtless  continue  to  be,  as  they  have 
been  in  the  past,  raw  materials  and 
partly  manufactured  goods,  whose 
possession  would  permit  our  manu- 


facturers to  increase  their  own  pro- 
duction of  finished  goods.  Domestic 
competition  would  be  stimulated  and 
sharpened  and  a  larger  market  would 
be  sought.  This  larger  market  might 
be  found  at  home  if  at  the  same  time 
the  importation  of  competing  Euro- 
pean goods  fell  off.  Such  a  contin- 
gency could  not  be  more  than  tem- 
porary, however,  for  eventually  direct 
importation  from  Europe  must  assume 
large  proportions  and  their  manu- 
factured articles  compete  with  our 
own  in  the  United  States.  To  the 
extent  to  which  this  pressure  becomes 
severe  will  the  need  be  urgent  of  find- 
ing a  market  outside  of  the  United 
States  for  some,  at  least,  of  our  own 
manufactures  if  prices  are  to  be  main- 
tained. 

3.  Will  markets  be  open  to  our  ex- 
port trade?  Our  recent  experiences  in 
domestic  trade  have  illustrated  the 
fundamental  truth  that  the  purchaser, 
in  the  final  analysis,  determines  the 
volume  and  character  of  commerce. 
The  same  thing  is  true  of  international 
trade.  The  question  may  therefcnre 
be  stated  in  another  way:  Does  the 
world  want  our  wares?  There  can  be 
no  doubt  as  to  the  inunediate  answer, 
for  the  world  needs  what  we  have  to 
offer  and  is  taking  all  we  can  spare. 
Europe  is  buying  for  her  own  needs, 
and  is  less  able  than  formerly  to  supply 
the  wants  of  non-European  nations, 
which  therefore  turn  to  us. 

It  has  been  estimated  that  the  Brit- 
ish have  lost  probably  one-fourth  of 
the  $20,000,000,000  foreign  invest- 
ments, which  they  owned  before  the 
war,  either  by  transfer  to  the  United 
States  or  in  other  ways.  Of  the  for- 
eign investments  of  the  French, 
amounting  to  some  $8,500,000,000  and 
placed  principally  in  Russia,  Turkey, 
Rumania  and  Mexico,  fully  one-half 
must  be  accounted  as  irretrievably  lost; 
while  the  German  foreign  investments 
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of  perhaps  $5,000,000,000  have  been 
or  will  be  largely  transferred  to  the 
Entente  AUies.  Rendered  inimeas- 
urably  poorer  by  the  war,  these  peoples 
will  have  to  work  harder  to  supply 
their  own  wants.  At  the  same  time, 
they  have  plunged  heavily  in  debt  to 
the  United  States,  and  will  be  com- 
pelled to  send  to  this  country  many  of 
the  surplus  goods  with  which  they 
formerly  supplied  other  markets.  This 
will  leave  these  markets  open  in  greater 
measure  than  formerly  jx>  us.  This  is 
especially  true  during  the  period  of 
reconstruction  in  Eiux)pe  when  domes- 
tic needs  are  urgent.  It  thus  becomes 
our  duty  as  well  as  our  opportunity  to 
increase  our  exports. 

But  what  of  the  future  when  Europe 
has  recovered  from  the  destruction  of 
war  and  is  able  to  compete  again  as 
formerly?  The  Eiux)pean  nations  will 
continue  to  demand  our  great  agri- 
cultural staples,  and  the  more  they 
develop  their  manufacturing  industries 
the  greater  will  this  demand  be,  both 
for  raw  materials  and  for  foodstuffs. 
The  growth  in  population,  in  economic 
development  and  in  intelligence  of 
non-European  countries  will  at  the 
same  time  create  demands  for  manu- 
factured goods  which  Europe  alone 
will  not  be  able  to  supply.  If  the 
economic  development  of  the  newer 
countries  is  not  to  be  delayed,  they 
must  be  supplied  with  capital  goods; 
that  is,  with  railway  equipment,  farm 
machinery,  etc.,  as  well  as  with  articles 
for  immediate  consumption. 

The  present  interest  of  the  European 
states  seems  to  lie  in  the  exploitation 
of  the  Balkans;  an  increasing  demand 
for  our  capital  will  come,  therefore, 
from  North,  Central  and  South  Amer- 
ica, and  from  Asia.  There  can  be  no 
question  as  to  the  continuance  and 
growth  of  this  demand;  every  technical 
improvement  in  industrially  advanced 
eountries  widens  the  gulf  between  them 


and  the  less  advanced  countries  and 
makes  more  imperative  the  introduc- 
tion of  improvements  into  the  latter  if 
they  are  to  share  adequately  in  the 
economic  progress  of  the  world. 

4.  The  character  and  destination  of 
our  exports  have  already  been  indi- 
cated. The  greatest  need  on  the  part 
of  other  countries  will  be  for  capital 
goods  to  assist  them  in  their  work  of 
production.  In  the  case  of  Europe  the 
demand  is  for  machinery  and  equip- 
ment and  raw  materials;  in  the  newer 
countries  it  is  for  capital  to  assist  in 
the  exploitation  of  rich  natural  re- 
sources. For  them  the  largest  profits 
lie  in  the  exploitative  industries,  and 
the  exchange  of  their  raw  products 
for  the  manufactures  of  more  advanced 
conmiunities.  They  will,  therefore, 
demand  finished  consumption  goods 
also  for  immediate  use.  In  both  of 
these  lines — ^that  of  farm  and  mining 
machinery,  railway  equipment,  etc., 
and  that  of  staple  articles  of  general 
consumption — ^the  United  States  is 
preeminent  with  her  methods  of  large- 
scale  mass  production.  The  best  mar- 
kets for  both  of  these  lines  will  be  the 
Americas,  Asia  and  Africa,  with  all  of 
which  our  export  trade  has  shown  the 
greatest  relative  development  since 
the  pre-war  period.  There  is  every 
reason  to  suppose,  therefore,  that  our 
export  trade  will  continue  to  develop 
along  the  lines  already  marked  out. 

5.  Is  export  trade  essential  to  Amer- 
ican prosperity?  In  the  discussion 
thus  far,  the  continuance  of  an  export 
trade  in  increasing  volume  to  supply 
the  expanding  needs  of  the  world  has 
been  assumed.  There  are  those,  how- 
ever, who  argue  that  Great  Britain, 
France,  Germany  and  other  Eiu-opean 
nations  will  soon  regain  their  former 
trade,  will  undersell  the  United  States 
in  foreign  markets  as  a  result  of  their 
more  favorable  rates  of  exchange,  and 
that  the  export  trade  of  the  United 
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States  will  soon  fall  off.  It  will  be 
worth  while  to  examine  this  aspect  of 
the  case.  Let  us  therefore  assume  that 
imports  increase  and  that  exports 
decrease  and  that  the  balance  of  trade 
becomes  permanently  "unfavorable." 
Does  this  spell  ruin  to  American  indus- 
try? 

In  answering  this  question  it  must  be 
borne  in  mind  that  the  growth  in 
imports  is,  in  part  at  least,  the  reward 
for  past  frugality  and  investment. 
The  situation  is  in  effect  that  of  an 
individual  who  has  saved  and  invested 
and  enjoys  income  from  productive 
investments  in  addition  to  earnings 
from  current  business.  Such  addi- 
tions to  income  raises  the  general 
standard  of  living. 

On  the  other  hand,  smaller  exports 
do  not  necessarily  mean  the  shutting 
down  of  factories,  closing  of  mills  and 
throwing  men  out  of  work.  Compared 
with  domestic  trade,  our  foreign  com- 
merce does  not  after  all  bulk  very  large 
— it  is  perhaps  one-thirtieth  as  great. 
The  falling  off  of  exports  would  sim- 
ply mean  the  diversion  to  domestic 
production  of  the  labor  and  capital 
formerly  devoted  to  satisfying  the 
needs  of  foreigners.  Indeed,  the  argu- 
ment is  being  made  that  we  need  to 
devote  all  our  productive  capacity  to 
the  satisfaction  of  domestic  demands, 
and  that  in  the  case  of  manufactured 
articles  at  least  there  will  be  no  surplus 
to  spare  for  many  years. 

Investments 

Our  foreign  investments  during  the 
war  represent  to  a  considerable  extent 
the  diversion  of  capital  which  would 
normally  have  been  invested  at  home 
and  to  that  extent  would  have  de- 
creased domestic  production.  Our  rail- 
roads and  industrial  establishments  are 
less  well  equipped  today  because  we 
devoted  ourselves  to  the  manufacture 
of  munitions  and  supplies  for  the  Euro- 


pean belligerents.  Our  foreign  invest- 
ments, therefore,  do  not  whoUy  repre- 
sent net  savings,  but  rather  production 
for  the  needs  of  others  at  the  expense  of 
domestic  consumption  and  also  of  the 
upkeep  and  expansion  of  our  national 
industrial  plant.  It  is  necessary  now 
to  repair  these  deficiencies,  and  to 
devote  our  energies  to  domestic  needs 
rather  than  to  foreign  demands.  From 
this  standpoint  the  falling  off  of  expwts 
may  be  regarded  with  satisfaction. 

That  there  are  plentiful  and  profit- 
able opportunities  for  investment  in 
the  United  States  scarcely  needs 
demonstration.  The  West  has  been 
for  us  a  vast  colonial  empire  into  which 
billions  have  been  poured  and  which 
still  calls  for  further  development. 
And  now  the  South,  tardily  entering 
upon  a  promising  industrial  evolution, 
affords  further  opportunity.  To  bind 
together  these  sections  and  afford 
better  means  of  transportation,  vast 
sums  must  be  spent  on  the  railroads, 
on  internal  waterways  and  on  roads; 
electrical  power  is  needed  to  drive  the 
machines  yet  to  be  built.  There  is 
scarcely  a  limit  to  our  national  needs. 

Such  development,  however,  takes 
time,  and  quicker  profits  may  per- 
chance be  made  by  the  export  of  our 
cheaply  manufactured  commodities  to 
the  teeming  markets  of  the  Orient  or 
to  South  America,  where  they  can  be 
exchanged  for  the  products  of  those 
countries.  Much  of  our  foreign  trade 
is  of  this  character  and  its  diversion  to 
the  satisfaction  of  domestic  needs 
might  entail  a  loss.  Whether  our 
productive  energies  will  be  devoted  to 
the  satisfaction  of  domestic  or  foreign 
demand  will  after  all  be  determined  by 
the  comparative  profitableness  of  the 
two,  all  things  considered. 

Against  the  growth  of  exports  are 
working  such  factors  as  ignorance, 
unwillingness  to  venture  upon  the 
unknown,  the  extent  of  domestic  de- 
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mand,  the  political  and  financial  insta- 
bility of  foreign  governments  and 
unfavorable  conditions  of  exchange. 
In  favor  of  the  export  trade  there 
should  be  considered,  not  merely  the 
percentage  of  gain  per  unit  of  goods 
exported,  but  also  the  economies  from 


larger  production  thus  made  possible; 
its  educational  value  by  reason  of  the 
greater  intellectual  demands  it  makes; 
and  the  development  of  closer  inter- 
national ties.  The  advantages  of  for- 
eign trade  are  not  measured  merely 
in  dollars  and  cents. 


Imports,. the  Tariff  and  American  Foreign  Trade 

By  George  E.  Roberts 

Vioe-President,  The  National  City  Bank  <tf  New  York 


THE  tariflF  policy  of  the  United 
States  since  our  Civil  War  has 
been  dominated  by  the  purpose  to 
protect  and  encourage  the  development 
of  new  industries.  During  most  of  the 
time,  the  political  party  which  avow- 
edly favored  this  policy  has  been  in 
poller  at  Washington^  and  during  the 
short  periods  that  the  opposition  was  in 
power  it  could  not  undertake  to  make 
very  radical  changes.  Even  if  one  ac- 
cepts the  doctrines  of  free  trade  as 
theoretically  sound  he  is  forced  to  ad- 
mit that  a  people  who  possess  a  country 
(A  vast  natural  resources,  like  the 
United  States,  capable  of  supporting  a 
great  population  and  of  developing  a 
variety  of  industries,  will  be  inclined 
natutally  to  use  their  governmental 
powers  to  hasten  such  development. 
They  are  not  likely  to  be  content  to 
await  the  slower  processes  of  unaided 
growth.  Practically  all  new  countries 
adopt  the  policy  of  stimulating  develop- 
ment, the  daughter  dominions  of  free- 
trade  England  as  well  as  the  others. 

That  the  policy  of  protection  has 
been  effective  in  hastening  the  develop- 
ment of  this  country,  diversifying  its 
industries  and  increasing  its  popula- 
tion, will  be  admitted  by  many  who 
think  the  time  has  come  now  for  giving 
greater  consideration  to  balanced  and 
mutually  advantageous  trade  with 
other  coimtries. 


The  main  purpose  of  the  protective 
policy  in  the  past  has  been  to  get  our 
domestic  industries  into  a  more  bal- 
anced state,  with  factories  to  supply 
our  own  wants  and  to  employ  a  popula- 
tion which  would  create  a  home  market 
for  our  agricultural  products.  The 
policy  of  protection  was  not  piu*sued  to 
promote  foreign  trade.  We  have  not 
been  acting  with  a  view  to  developing 
foreign  markets.  We  have  not  been 
thinking  about  foreign  markets,  or 
planning  to  enter  them  with  manu- 
factured goods.  In  fact,  the  argument 
for  protection  has  been  based  upon  the 
theory  that  we  could  not  compete  suc- 
cessfully with  foreign  goods  in  open 
markets. 

In  recent  years,  however,  our  atti- 
tude in  this  respect  has  been  changing. 
In  many  lines  of  goods  our  producers 
have  demonstrated  their  ability  to 
compete  in  the  markets  of  the  world 
and  to  maintain  a  profitable  and  grow- 
ing volume  of  sales.  What  they  have 
done,  there  is  reason  to  believe  that 
others  can  do,  if  they  have  a  fair  chance, 
and  the  interests  of  those  who  are  build- 
ing up  an  export  business  are  beginning 
to  clash  with  the  interests  of  those  who 
claim  that  they  must  have  protection 
to  enable  them  to  succeed  even  in  the 
home  market.  I  propose  to  set  forth 
briefly  some  of  the  points  where  these 
interests  come  in  conflict. 
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Let  us  consider  first  the  matter  of 
exchange  rates,  just  now  so  obvious  and 
important  a  factor  in  foreign  trade.  In 
the  past  we  have  been  a  debtor  nation, 
borrowing  capital  continually  from  the 
older  and  richer  countries  of  Europe  for 
use  in  our  development.  This  capital 
came  to  us  largely  in  the  form  of  in- 
dustrial equipment  and  manufactured 
goods,  and  upon  it  we  had  to  pay  regu- 
lar interest  or  dividend  returns.  These 
payments  were  made  by  shipments  of 
our  products,  largely  foodstu£Fs  and  raw 
materials  for  the  European  industries, 
and  upon  the  whole  it  is  estimated  to 
have  taken  products  worth  about  $500,- 
000,000  annually  to  cover  what  have 
been  called  the  "  invisible  "  items  in  the 
account  against  us.  That  is  to  say,  we 
had  to  have  a  balance  of  trade  in  our 
favor  on  merchandise  account  of  about 
$500,000,000  in  order  to  cancel  all 
charges  against  us.  If  the  balance  in  a 
given  year  happened  to  be  more  than 
that,  we  could  buy  back  some  of  our 
securities  with  the  surplus,  and  if  it 
happened  to  be  less  than  that,  we  could 
sell  some  of  these  securities  on  the 
other  side.  Now  the  war  has  made  a 
radical  change  in  this  situation.  It 
seems  quite  possible  that  instead  of 
there  being  a  net  balance  against  us  on 
the  "invisible"  account  in  international 
relations,  we  may  have  a  balance  in  our 
favor  of  $500,000,000  per  year. 

How  are  foreign  countries  to  pay  us 
$500,000,000  per  year,  not  to  speak  of 
paying  the  principal  of  the  indebted- 
ness? There  is  only  one  way  of  making 
a  final  settlement,  and  that  is  by  goods. 
It  is  true  that  payment  may  be  post- 
poned by  giving  us  obligations  payable 
in  the  future,  or  transferring  interests 
in  properties  in  Eiux)pe  or  in  other 
parts  of  the  world.  The  administra- 
tion of  President  Wilson  is  understood 
to  have  been  favorably  disposed  to- 
ward funding  the  accruing  interest 
upon  the  foreign  obligations  for  several 


years.  Thb,  however,  is  simply  piling 
up  the  amount  coming  to  us,  and  it 
will  have  to  continue  piling  up  until 
we  receive  payment  in  tangible  propH 
erty  of  some  kind. 

While  under  pre-war  conditions  we 
were  obliged  to  have  a  favorable  trade 
balance  of  about  $500,000,000  per  year 
in  order  to  meet  our  obligations  abroad, 
hereafter  foreign  countries  will  need  to 
have  about  such  a  balance  in  their  deal- 
ings with  us,  in  order  to  meet  their 
obligations. 

The  ordinary  method  of  making 
payments  between  countries  is  by  go- 
ing into  the  exchange  market  and  buy- 
ing bills  of  exchange  arising  out  of  cur- 
rent trade.  When  goods  are  sold  a 
draft  or  bill  of  exchange  is  drawn 
against  them  and  this  is  commonly  sold 
in  the  public  market,  and  purchased  by 
parties  who  have  payments  to  make  in 
that  country.  This  is  all  very  simple 
so  long  as  international  trad[e  is  ap- 
proximately in  balance,  but  when  the 
payments  are  running  heavily  one  way 
it  becomes  difficult  to  obtain  bills  suf- 
ficient to  meet  them,  and  rates  of  ex- 
change upon  the  country  where  the 
heavy  payments  must  be  made  rise  to  a 
premium.  This  situation  is  so  abun- 
dantly illustrated  in  the  exchange 
market  at  the  present  time  that  it  is 
scarcely  necessary  to  elaborate  upon  it. 
There  is  not  a  single  country  in  the 
world  whose  inhabitants  can  obtain  the 
means  of  making  payments  in  the 
United  States  without  paying  a  pre- 
mium, and  the  premiums  range  from 
ten  to  several  hundred  per  cent. 

It  is  true  that  to  some  extent  these 
premiiuns  represent  a  depreciation  of 
the  currency  of  the  foreign  countries, 
but  it  is  also  the  inevitable  result  of  a 
one-sided  state  of  trade,  and  the  situa- 
tion shows  the  futility  of  striving  to 
build  up  a  one-sided  trade,  lliere  is 
no  object  in  trying  to  sell  goods  to 
customers  who  can  not  pay  for  them. 
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We  do  not  want  pay  in  the  paper 
money  of  other  countries — they  can  not 
pay  in  gold,  and  paper  promises  signify 
nothing  but  postponement,  with  in- 
terest charges  which  must  be  added  to 
the  uncollectible  principal.  A  one- 
sided trade  can  not  continue  indefini- 
tely, even  if  the  debtor  country  is  will- 
ing to  pay  the  premium  upon  exchange, 
for  somebody  must  buy  the  exchange 
and  it  can  not  be  sold  unless  there  is  a 
prospect  that  it  can  be  collected  at 
some  definite  date  in  the  future. 

As  this  situation  dawns  upon  the 
comprehension  of  our  people  who  have 
been  accustomed  to  thinking  that  we 
must  have  a  favorable  balance  of  trade 
in  order  to  have  prosperity,  their 
perplexity  and  distress  is  apparent. 
Some  of  them  do  not  hesitate  to  declare 
themselves  in  favor  of  canceling  all  of 
Europe's  foreign  debt  to  the  United 
States  rather  than  accepting  payment 
in  goods.  But  even  that  will  not  dis- 
pose of  the  goods.  If  we  refuse  to  ac- 
cept them,  they  will  be  sold  in  the 
markets  of  the  world,  and  will  interfere 
with  the  exportation  of  goods  from 
the  United  States,  and  thus  may  affect 
the  prices  of  goods  in  the  United  States. 

If  we  expect  to  have  any  commercial 
relations  with. the  world  whatever,  we 
must  consent  to  reciprocal  relations. 
If  we  have  any  interest  in  procuring 
foreign  customers,  we  must  give  some 
thought  to  the  means  by  which  they 
will  be  able  to  make  payment,  and 
there  is  no  way  in  which  they  can  make 
payment  save  in  the  goods  of  their  own 
production.  In  other  words,  it  is  idle 
for  us  to  talk  of  developing  foreign 
trade  if  we  mean  only  the  development 
oi  export  business.  Trade  consists  of 
exchange  of  products. 

It  follows,  therefore,  that  if  we  wish 
to  allow  our  producers  who  are  able 
and  desirous  of  competing  in  foreign 
markets  to  do  so,  we  must  allow  goods 
of  f <»eign  production  to  be  sold  in  our 


markets  to  balance  those  exports.  We 
will  put  an  unbearable  handicap  upon 
our  exporters  by  restricting  imports  to 
an  extent  which  will  cause  foreign  ex- 
change charges  to  rise  against  them. 

Of  course,  that  is  not  the  only  handi- 
cap which  a  protective  tariff  places 
upon  our  producers  who  desire  to  sell  in 
foreign  markets.  If  a  duty  is  imposed 
upon  raw  materials,  as  for  instance, 
wool  and  hides,  the  effect  is  to  raise  the 
cost  of  finished  goods,  thus  placing  our 
producers  of  cloth  and  shoes  at  a  dis- 
advantage as  compared  with  the 
producers  of  other  countries,  who  do 
not  have  such  duties  to  pay.  More* 
over,  any  import  charges  which  in- 
crease the  cost  of  living  to  wage-earners 
and  require  compensating  additions  to 
wages,  have  the  same  effect.  Duties 
upon  wool  and  hides  have  this  effect* 
The  duties  upon  food  products  have 
been  of  small  consequence  in  the  past, 
because  we  have  been  exporters  of  such 
products  and  prices  upon  them  in  this 
country  have  not  been  above  prices  in 
other  countries,  but  that  is  not  wholly 
true  now. 

Import  duties  are  being  strongly 
urged  at  this  time  for  the  piupose  of 
raising  the  prices  of  foodstuffs  in  thb 
coimtry,  although  this  means  rabing 
the  entire  level  of  industrial  costs,  and 
must  seriously  affect  our  abiUty  to 
manufacture  for  export.  This  is  ad- 
vocated in  the  face  of  the  fact  that  the 
average  value  of  all  the  fanning  land  in 
the  United  States  more  than  doubled 
in  the  ten  years  from  1900  to  1910,  and 
doubled  again  from  1910  to  1920.  Is 
it  possible  that  such  a  policy,  which 
prevents  the  natural  development  of 
foreign  trade,  can  benefit  the  country? 

The  people  who  advocate  prohibitory 
tariffs  are  actuated  by  a  mistaken  idea 
that  without  such  protection  foreign 
countries  will  flood  us  with  goods  and 
ruin  our  industries.  This  is  an  iUu- 
sion,  for  other  countries  can  no  more 
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sell  to  us  without  taking  products  in 
exchange  than  we  can  sell  to  them  with- 
out so  doing.  The  rule  of  goods  for 
goods  is  binding  on  all  countries.  If  a 
great  trade  balance  should  develop 
against  us,  as  feared,  exchange  rates 
would  turn  about  and  set  up  a  barrier 
against  imports  more  flexible  and  ef- 
fective than  any  that  can  be  estab- 
lished by  law. 

No  country  desires  to  give  its  prod- 
ucts away.  They  all  want  to  sell  for 
the  piuposeof  acquiring  something  else. 
The  greatest  exporting  countries,  excep- 
ting those  that  are  debtor  countries  and 
obliged  to  apply  a  portion  of  their  ex- 
ports upon  Uieir  obligations,  usually 
import  more  goods  than  they  export. 
Great  Britain  before  the  war  was  the 
greatest  of  exporting  countries,  and 
.imported  more  than  she  exported.  In 
the  five  years  immediately  preceding 
the  war,  Germany's  imports  exceeded 
her  exports. 

No  country  produces  more  upon  the 
average  than  it  consumes  or  adds  to  its 
stock  of  wealth,  nor  is  there  any  danger 
that  any  country  will  do  so.  Nations 
do  not  consume  all  that  they  produce, 
or  produce  all  that  they  consume.  They 
find  it  advantageous  to  exchange  some 
of  their  products  for  the  products  of 
other  countries.  It  is  mutually  ad- 
vantageous to  do  so  but  each  country 
consumes  practically  the  equivalent  of 
its  own  production.  Nothing  is  to  be 
gained  by  arbitrary  interference  with 
the  desires  of  the  individuals  to  make 
these  exchanges,  nor  is  it  possible  to 
interfere  with  the  movement  of  goods 
in  either  direction  without  having  that 
action  interfere  with  the  movement  in 
the  other  direction. 

People  talk  in  a  timid  way  about  the 
possibility  of  a  flood  of  goods  from 
countries  like  Japan  and  China,  where 
the  wage  rate  is  much  below  that  in  the 
United  States,  but  those  countries  have 
no  facilities  for  making  an  overwhelm- 
ing amount  of  goods,  and  if  they  could 


make  them  they  would  either  consume 
them  or  trade  them  for  an  equal 
amount  of  goods  of  our  production. 
There  would  be  enormous  markets  for 
our  goods  in  Japan  and  China  if  they 
could  produce  something  with  which  to 
pay  for  them. 

People  get  unduly  excited  by  fixing 
their  attention  upon  one  fact  only  in  a 
situation,  without  taking  account  of 
modifying  conditions.  They  lose  the 
proportions.  Thus,  the  receipts  of 
butter  at  five  important  markets, 
Boston,  Chicago,  Milwaukee,  St.  Louis 
and  San  Francisco,  as  given  by  the  Year 
Book  of  the  Department  of  Agriculture, 
in  1916,  aggregated  490,000,000  pounds, 
which  gives  only  a  suggestion  as  to  the 
total  production  of  the  country.  In 
eleven  months  of  1920,  ending  with 
November,  the  imports  of  butter  were 
88,418,000  pounds  and  the  exports,  16,- 
988,101  pounds;  and  the  butter  indus- 
try is  thought  by  some  people  to  be 
menaced  by  these  importations,  al- 
though in  the  aggregate  of  all  trade, 
every  one  of  the  countries  exporting 
butter  to  us,  imported  much  more 
than  it  exported  to  us.  For  instance, 
one  of  these  countries  was  Canada, 
whose  total  imports  of  all  commodities 
from  us  in  the  eleven  -months  named 
aggregated  in  value  $910,122,277,  with 
total  exports  to  us  of  $552,244,189. 

It  would  be  ludicrous,  if  it  were  not 
so  serious,  to  observe  the  conflicting 
activities  of  committees  of  Congress,  in 
laboring  to  promote  exports,  by  ap- 
propriating money  on  a  great  scale  for 
the  maintenance  of  a  merchant  marine, 
commercial  representatives  over  the 
world,  and  in  numerous  other  ways, 
while  at  the  same  time  they  are  going 
carefully  over  the  list  of  imports  with  a 
view  to  stopping  every  crevice  by  which 
goods  may  creep  into  the  counby. 
Facilities  by  which  foreign  customers 
may  make  payments  to  us  are  more  im- 
portant than  any  additional  facilities 
for  increasing  sales. 
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Must  the  United  States  as  a  Creditor  Nation  Modify  Its 
Traditional  Attitude  toward  a  Protective  Tariff? 


By  Jacob  Vinbb 
University  cl  Chicago 


THE  traditional  attitude  of  the 
United  States  toward  a  protect- 
ive tariff  may  be  said,  with  as  much 
accuracy  as  commonly  attaches  to  such 
generalizations,  to  have  consisted  in  the 
belief  that  any  American  industry 
which,  if  subsidized  through  govern- 
mental action  at  a  rate  not  exceeding 
or  not  greatly  exceeding  the  foreign 
cost  of  production,  has  any  chance  of 
surviving,  should  be  given  such  a 
subsidy  indirectly  in  the  shi^  of  im- 
port duties  on  competing  foreign  prod- 
ucts. There  are  few  American  econ- 
omists who  would  imqualifiedly  give 
their  approval  to  this  attitude  even 
under  conditions  such  as  were  preva- 
lent in  the  pre-war  period.  But  the 
question  now  raised,  namely,  **Must 
the  United  States  as  a  creditor  nation 
modify  its  traditional  attitude  toward 
a  protective  tariff? ".narrows  the  issue 
somewhat.  Whatever  the  pros  and 
cons  of  protection  may  have  been 
during  the  pre-war  period,  the  issue 
now  presented  b,  ''Has  the  change  in 
conditions,  whereby  the  United  States 
has  ceased  to  be  a  debtor  nation  and 
has  become  a  creditor  nation,  made  it 
not  only  desirable  but  necessary  that 
its  traditional  policy  of  tariff  protec- 
tion I)e  replaced  by  a  policy  of  more 
or  less  unrestricted  import  trade?" 

The  creditor  status  brings  with  it 
certain  inevitable  consequences  in  con- 
nection with  the  foreign  trade:  Ex- 
ports, visible  and  invisible,  commodity 
and  service,  pay  for  imports,  visible 
and  invisible,  commodity  and  service. 
In  the  absence  of  deferred  payment 
or  credit  transactions,  exports  must 
equal  imports.  The  American  loans 
to    Europe    caused   a   corresponding 


excess  of  exports  over  imports,  because 
the  loans  took  the  form  of  shipments 
of  goods  and  the  offsetting  imports 
were  deferred  to  a  later  period.  The 
repayment  by  Europe  of  the  principal 
of  the  American  loans  would  in  similar 
manner  beeffected  in  goods  (orservices) 
and  would  cause  an  excess  of  imports 
into  the  United  States  over  exports 
from  the  United  States.  It  is  not  so 
much  the  repayment  of  the  principal 
of  the  American  loans  as  the  payment 
of  interest  on  these  loans  which  pre- 
sents the  imminent  problem  with  re- 
gard to  the  foreign  trade  of  the  United 
SUtes. 

The  use  of  American  capital  by 
Europe  may  reasonably  be  regarded  as 
equivalent  for  each  year  of  such  use  to 
the  export  from  the  United  States  of  a 
capital  service.  The  interest  paid  for 
the  use  of  this  service  must  reach  the 
United  States  in  the  form  of  the  import 
of  goods  or  services  or  both.  The  so- 
called  unfavorable  balance  of  trade 
which  b  being  so  generally  predicted 
for  the  period  when  Europe  will  begin 
paying  interest  on  her  debts  will  not, 
therefore,  be  an  excess  of  total  imports 
into  the  United  States,  commodity  and 
service,  over  total  American  exports, 
commodity  and  service,  but  toiU  be  a 
jsufficient  excess  of  imports,  commod- 
ity and  service,  over  exports,  commod- 
ity and  service  other  than  capital 
service,  to  pay  for  the  export  of  capital 
service  at  the  contractual  rates. 

At  the  present  time,  the  process  of 
capital  exportation,  i.e.,  the  invest- 
ment of  American  capital  abroad,  is 
still  continuing,  and  the  American 
exports,  commodity  and  service,  are 
still  in  excess  of  the  American  imp<Nrta. 
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If  the  outward  flow  of  capital  ceases 
before  substantial  payment  of  interest 
begins,  there  will  be  an  equilibrium 
between  imports  and  exports  other 
than  capital  service,  presumably  with 
exports  smaller  than  they  now  are 
and  imports  not  substantially  diflFerent 
from  what  they  now  are.  When  in- 
terest payments  begin,  they  can  be 
ultimately  mediated  in  any  of  several 
different  ways.  Europe  may  meet  her 
interest  obligations  by  selling  more 
goods  or  services  to  the  United  States, 
or  by  refraining  from  taking  American 
goods  or  services  to  which  she  would 
otherwise  be  entitled;  or  by  a  combina- 
tion of  these  two  methods,  t.«.,  selling 
more  to  the  United  States  and  buying 
less  from  them.  The  only  other  possi- 
bility is  that  by  continued  extension  of 
American  loans  abroad  or  by  new  in- 
vestments abroad  the  date  of  the  pay- 
ment to  the  United  States  of  interest 
shall  be  indefinitely  postponed.  This, 
however,  would  merely  defer  the  prob- 
lem of  adjustment  of  exports  and  im- 
ports, and  would  not  solve  it. 

The  adjusting  factor  in  any  case  will 
be  the  relative  (gold)  price  levels  of 
different  countries.  Europe  will  be 
able  to  meet  her  interest  obligations  to 
the  United  States  only  if  European 
prices  fall  relative  to  American  prices, 
so  that  European  exports  to  the  United 
States  are  encouraged,  and  European 
imports  from  the  United  States  are  dis- 
couraged. Because  a  rise  in  prices  in 
one  country  relative  to  the  world  price 
level  would  tend  to  check  exports  as. 
well  as  to  encourage  imports,  it  may 
be  expected,  whatever  governmental 
policy  may  be,  that  the  settlement  by 
Europe  of  her  interest  obligations  to 
the  United  States  will  result  both  in 
an  increase  in  imports  to  America  and 
a  decrease  in  exports  from  America  as 
compared  with  what  they  would  have 
amounted  to,  respectively,  if  the  in- 
terest obligations  were  not  present. 


Governmental  policy  can,  however, 
affect  the  degree  in  which  the  obliga- 
tions are  met  by  one  method  or  the 
other.  A  high  taxiS  on  European  prod- 
ucts, for  instance, — and  the  present 
tariff  is  high  if  measured  by  non-Ameri- 
can standards — ^would  accentuate  the 
rise  in  American  prices  in  relation  to 
the  world  price  level,  the  high  tariff 
would  prevent  foreign  commodities 
from  benefiting  from  these  high  prices, 
and  the  high  prices  would  cut  off  ex- 
ports from  America.  A  high  tariff 
policy  would  not  only  injure  our  ex- 
port trade,  but  it  would  also  make  it 
much  more  difficult,  and  perhaps  even 
impossible,  for  Europe  to  meet  her 
obligations  in  any  manner.  Assuming 
that  a  high  tariff  had  no  such  extreme 
effect,  and  that  the  European  obliga- 
tions were  met,  they  could  be  met  only 
through  a  substantial  reduction  in  the 
European  purchases  of  American  prod- 
ucts. 

In  so  far  as  government  policy  can 
determine  the  choice  between  alterna- 
tives, it  must  decide  either  to  leave  the 
flow  of  imports  substantially  unchecked 
or  to  take  action  which  by  restricting 
imports  will  check  the  flow  of  exports. 
There  will  inevitably  be  a  conflict  of 
interest  between  the  domestic  produ- 
cers for  the  home  market  who  fear  un- 
restricted foreign  competition  on  the 
one  hand,  and  the  domestic  producers 
of  commodities  for  export  on  the  other. 

The  United  States  Government  has 
lent  to  foreign  governments  almost 
$10,000,000,000,  and  it  is  estimated 
that,  since  1914,  $8,500,000,000,  more 
or  less,  of  American  capital  has  been 
privately  invested  in  foreign  coimtries. 
If  to  this  amount  be  added  the  accumu- 
lation of  unpaid  interest,  and  the  with- 
drawal from  the  United  States  of  for- 
eign capital  since  1914,  it  is  probably  a 
conservative  estimate  that  the  United 
States  now  has  an  annual  credit  item 
of  $800,000,0CM)  to  $1 ,000^000 JOOO,.  due 
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to  it  annually  in  interest,  over  and 
above  the  net  debit  or  credit  of  interest 
transactions  in  1914.  Shall  the  United 
States'  claim  to  interest  payments 
be  liquidated  in  the  form  of  increased 
imports  or  in  the  form  of  lessened 
exports?  This  is  the  issue  stated 
baldly  which  requires  determination. 

Europe,  it  is  true,  need  not  pay  her 
obligations  wholly  in  commodities. 
Every  sale-of  a  service  to  an  American 
serves  to  liquidate  indebtedness  to  the 
United  States  in  the  same  manner  as 
an  equivalent  sale  of  commodities. 
But  the  importation  of  services  instead 
of  commodities  oflfers  no  avenue  of 
escape  from  this  alternative  of  unre- 
stricted flow  of  imports  or  indirect  re- 
striction of  exports.  Before  the  war 
Europe  sold  to  the  United  States  each 
year  services  amounting  in  value  to  very 
nearly  the  value  of  her  sales  of  com- 
modities. There  is  little  prospect  that 
the  American  piu'chases  of  such  services 
will  be  substantially  greater  in  the  next 
decade  than  they  were  in  the  decade 
preceding  the  war.  In  so  far  as  the 
most  important  of  these  services, 
freights,  is  concerned,  the  United 
States  is  already  in  the  position,  as  the 
result  of  the  building  up  of  a  great 
merchant  marine,  where  it  sells  more 
freight  service  than  it  buys.  Here, 
therefore,  we  may  expect  a  decrease 
in  the  purchases  of  service  from  Europe 
instead  of  an  increase, 

Americans  with  leisure  time  and 
surplus  income  during  the  war  period 
were  perforce  obliged  to  do  their  travel- 
ing on  this  Continent,  and  the  habits 
then  developed  under  stress  of  war 
conditions  may  leave  as  an  aftermath 
a  lessened  tourist  traffic  abroad.  In 
any  case,  little  can  be  expected  from 
this  quarter  in  the  way  of  an  increase 
of  American  debit  obligations  over  the 
annual  pre-war  amount  sufficient  to 
liquidate  even  a  substantial  fraction  of 
the    European    interest    obligations. 


With  respect  to  bankers'  and  insurance 
services,  also,  it  is  probable  that,  as  a  re- 
sult of  wartime  developments,  the  Amer- 
ican purchases  thereof  from  abroad  will 
be  smaller  instead  of  greater  in  the  post- 
war period  as  compared  to  the  pre-war 
period. 

The  so-called  non-commercial  items 
such  as  the  remittances  of  aliens  in  the 
United  States  to  their  relatives  in  the 
home  countries  may  indeed  expand, 
especially  if  economic  conditions  in 
Europe  continue  to  be  in  their  present 
parlous  state.  One  can  not  find  here, 
however,  an  offsetting  debit  item  for 
$800,000,000  to  $1,000,000,000  of  an- 
nual credits.  If  immigration  should 
be  restricted,  however,  the  capital 
which  it  brings  with  it  and  which 
ultimately  enters  in  the  form  of  imports 
of  commodities  will  also  be  shut  out, 
and  this  will  make  it  so  much  the  easier 
for  the  American  industrial  system  to 
absorb  an  otherwise  increased  flow  of 
imports. 

It  has  been  argued  that  Eiirope  need 
not  meet  her  obligations  to  the  United 
States  directly  through  the  shipment  of 
manufactured  commodities,  but  that 
through  triangular  exchange  transac- 
tions European  shipments  of  manu- 
factured products  to  Latin  America 
and  to  the  Orient  may  there  establish 
credits  for  the  United  States,  to  be 
drawn  upon  for  the  purchase  of  raw 
materials.  Thus  American  industries 
would  continue  to  be  protected  against 
European  competition,  and,  at  the 
same  time,  Europe  could  meet  its 
obligations  to  the  United  States.  To 
some  extent,  at  least  in  theory,  this  is 
a  potential  solution  of  the  problem. 
It  raises,  however,  its  own  problems 
in  turn.  In  the  first  place,  there  is  the 
question  as  to  whether  Europe  can 
find  a  market  in  addition  to  her  normal 
one  in  these  regions  sufficient  to  absorb 
at  reasonable  prices  a  great  addition  of 
commodities.    In   the   second   place. 
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can  the  United  States  in  turn  become 
a  purchaser  of  the  restricted  range  of 
products  of  these  regions  in  quantities 
so  much  greater  than  the  normal  quan- 
tities that  they  will  suffice  to  liquidate 
by  indirect  exchange  the  obligations  of 
Europe  to  this  country?  Third,  this, 
even  if  feasible,  would  not  really  be  a 
solution  of  the  problem  we  are  consid- 
ering, but  would  simply  be  a  shifting  of 
its  incidence  from  domestic  manufac- 
turers who  fear  European  competition 
to  domestic  farmers  who  now  have 
perhaps  an  even  greater  fear  of  South 
American  and  Asiatic  competition. 

It  should  be  clear,  therefore,  that, 
whether  Europe  makes  settlement  of 
her  obligations  directly  or  indirectly, 
such  settlement  must  ultimately  take 
the  form  of  either  an  increase  in 
American  imports  or  a  decrease  in 
American  exports.  It  is  hard  to  re- 
frain from  regarding  the  present  prob- 
lem as  merely  a  special  case  to  which 
the  general  principles  of  international 
trade  which  form  the  basis  of  the  free- 
trade  argument  are  especially  appli- 
cable. A  prohibitive  tariflF  would  mean 
a  high  price  level,  high  money  costs  of 
production,  high  money  wages.  It 
would  thus  place  handicaps  on  export- 
ing industries  just  at  the  critical  period 
in  their  development,  when  they  are 
most  in  need  of  an  open  field  without 
favor  and  without  handicap,  in  order 
that  their  right  to  the  employment  of 
American  capital  and  labor  in  competi- 
tion with  other  American  industries 
and  in  competition  with  the  world  may 
be  fairly  tested.  It  would  eliminate 
ocean  freight  traffic  just  when  a  na- 
tional merchant  marine  has  been  con- 
structed at  tremendous  cost  for  the 
very  piupose  of  handling  such  freight 
traffic.  It  would  oflFer  the  sorrowful 
spectacle  of  a  government  on  the  one 
hand  liberally  expending  its  revenue 
in  export  trade  promotion,  and  on  the 
other  hand  passing  laws  which  would  be 


bound  to  have  as  their  mostconspicuous 
effect  the  cutting-off  of  export  tnuie. 

The  political  background  of  tariff 
protection  is  rapidly  shifting.  An  in- 
creasing number  of  manufacturing 
industries  have  attwied  the  position 
where  they  can  without  subsidy  meet 
foreign  competition,  not  only  in  the 
domestic  market,  but  also  in  foreign 
markets.  To  such  industries  prohibi- 
tive tariff  duties  would  be  a  burden  in- 
stead of  a  help.  On  the  other  hand, 
for  some  of  the  important  agricultural 
products,  the  situation  is  being  reached 
where  the  United  States  is  changing 
from  a  siuplus  to  a  deficienqy  countiy 
and  where  import  duties  would  no 
longer  be  nominal  in  their  effect  but 
would  raise  the  domestic  price.  The 
tariff  histories  of  England,  France  and 
Germany  all  offer  instances  of  the 
phenomenon  where,  as  these  countries 
changed  from  exporters  of  agricultural 
commodities  to  importers,  the  farmer 
class  shifted  from  advocates  of  free 
trade  to  the  chief  supporters  of  pro- 
tectionism. That  same  process  is  visi- 
bly under  way  in  the  United  States. 
Manufacturers  are  beginning  to  give 
voice  to  the  good  old  free  trade  doc- 
trines of  the  farmers,  and  farmers  are 
beginning  to  find  truth  in  the  traditional 
protectionist  arguments  of  the  manu- 
facturers. 

When  economic  class  interests  change, 
it  does  not  take  long  for  the  economic 
doctrines  of  these  classes  to  change  in 
conformity.  If  to  the  protectionism 
of  those  manufacturers  who,  not  con- 
fident in  the  economic  soundness  of 
their  industries,  fear  Europe  paying 
her  debts,  there  is  to  be  added  the  new 
protectionism  of  the  farmers,  American 
export  trade  may  indeed  prepare  to  be 
shackled. 

Were  it  to  be  expected  that  the 
European  payments  would  take  the 
form  of  a  huge  flood  of  imports  over 
a  relatively  short  period  of  time  during 
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which  they  might  seriously  disturb  the 
whole  domestic  econoDoic  machine, 
there  would  be  substantial  cause  for 
forebodings  and  for  precautionary 
measures.  But  the  payments  of  prin- 
cipal will  be  met  by  Europe  only  if 
spread  over  a  long  period  of  time — ^if 
it  is  not  undue  optimism  to  expect  that 
they  will  not  have  to  be  largely  written 
off  as  bad  debts.  If  anything  is  to  be 
feared  during  the  next  decade,  it  must 
be  the  interest  payments.  These, 
while  substantial  enough  if  fvlly  patd^ 
are  but  a  small  fraction  of  the  annual 
output  of  American  industry,  and  not 
great  enough  to  disturb  the  smooth 
working  of  a  great  economic  system, 
resting  on  solid  foundations. 

The  policy  of  the  government  will 
be  decided  by  the  victor  in  the  clash 


of  group  interests.  Were  political 
conditions  now  what  they  were  before 
1914,  it  would  be  a  safe  prediction  that 
the  manufacturers  would  have  their 
own  way.  They  are  now  divided 
among  themselves,  however,  and  the 
farmers  are  much  better  organized 
than  they  ever  were  before.  It  is  in 
the  general  interest  that  the  efforts  of 
the  exporting  manufacturers  to  check 
restrictive  legislation  shall  be  success- 
ful. It  would  be,  however,  the  irony 
of  fate  if  the  r61es  of  beneficiary  and 
victim  shoidd  now  be  reversed,  and  if 
the  tariff,  which  for  almost  a  century 
the  manufacturers  imposed  on  the 
farmers  to  the  benefit  of  the  former  and 
to  the  injury  of  the  latter,  should  now 
turn  upon  the  manufacturers  and  force 
them  to  give  largesse  to  the  farmers. 


The  Effect  of  Depreciated  Exchange  on  Foreign  Trade 

By  O.  M.  W.  Spragije,  Ph.D. 

Harvard  University  Graduate  School  of  Biisineas  Admioistration 


IN  the  conduct  of  business  many  un- 
avoidable risks  are  encountered.^ 
To  perceive  the  risks  that  must  be  in- 
curred is  much,  but  it  is  also  of  vital 
importance  to  understand  their  nature 
and  probable  consequences.  Risks 
which  are  perceived  but  not  under- 
stood are  Altogether  likely  to  become 
the  foundation  for  exaggerated  fears. 
This  seems  to  be  the  present  situation 
as  regards  the  probable  consequences 
at  depreciated  foreign  exchange  rates 
upon  both  the  export  and  the  import 
trade  of  the  United  States. 

Stated  in  summary  fashion,  the  rea- 
soning which  forecasts  disastrous  re- 
sults to  the  foreign  trade  of  the  coun- 
try from  depreciated  exchange  rates 
runs  somewhat  as  follows:  With  sterl- 
ing at  $4.00  it  is  argued  that  the  Brit- 
ish producer  can  sell  at  a  good  profit 
in    the    United    States   goods    which 


could  not  be  profitably  marketed  here 
with  sterling  at  par,  i.e.,  at  $4.86. 
At  the  depreciated  rate,  he  will  receive 
on  the  sale  of  goods  for  $1,000  in  the 
United  States  £250  instead  of  the  £210 
which  he  would  have  secured  when  ex- 
change was  at  par.  Here  would  indeed 
appear  to  be  a  prodigious  stimulus  to 
the  export  business  of  a  country  on  a 
depreciated  basis,  and  also  a  similarly 
great  obstacle  to  imports. 

But  this  is  not  the  whole  story. 
That  there  must  be  counteracting  in- 
fluences at  work  is  to  be  presumed  from 
the  absence  of  any  instance  of  extra- 
ordinary increase  in  exports  and  de- 
cline in  imports  in  the  case  of  countries 
which  in  the  past  have  gone  upon  an 
inconvertible  basis.^    Consideration  of 

^  The  experience  of  European  countries  since 
the  war  is,  of  course,  too  short  to  provide  an 
adequate  basis  for  conclusion  on  this  matter. 
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the  conditions  which  lead  to  a  depart- 
ure from  the  gold  standard  will  at  once 
make  clear  the  character  of  these 
counteracting  influences.  A  country 
goes  upon  an  inconvertible  basis  ordi- 
narily because  it  is  experiencing  un- 
toward influences  which,  among  other 
things,  have  tended  to  stimulate  im- 
ports and  to  check  its  normal  export 
business.  Depreciated  exchange  rates 
serve  in  large  measure  to  counteract 
influences  which  have  already  brought 
the  trade  of  a  country  into  an  abnor- 
mally unfavorable  condition.  If,  for 
example,  sterling  were  now  at  par,  the 
British  producer  could  not  realize  a 
profit  from  goods  which  he  formerly 
sold  in  foreign  countries.  Inflation  of 
domestic  prices  and  the  consequent  in- 
crease in  money  costs  have  preceded 
depreciation.  If  money  costs  had  re- 
mained unchanged,  there  would  have 
been  no  depreciation  or  at  least  only 
for  a  short  period  of  time. 

The  particular  unfavorable  influ- 
ences which  have  occasioned  deprecia- 
tion vary  greatly  in  the  different  coun- 
tries which  have  found  themselves  un- 
able to  maintain  the  gold  standard. 
Taking  the  many  countries  now  on  an 
inconvertible  basis,  we  find  that  ability 
to  produce  in  all  of  them  has  been  in 
varying  degree  unfavorably  affected  by 
the  war.  There  has  also  been  a  marked 
decline  in  the  accustomed  demand  for 
the  staple  products  of  many  countries 
which  were  not  engaged  in  the  war. 
The  European  demand  for  most  South 
American  products  may  be  cited  as  an 
example.  More  important,  at  least 
immediately,  has  been  the  currency 
and  credit  inflation  during  and  since 
the  war.  The  extent  of  such  inflation 
has  been  almost  in  direct  ratio  with  the 
economic  and  financial  difficulties  of 
the  various  countries.  The  deprecia- 
tion of  the  franc,  for  example,  to  about 
one-third  of  its  pre-war  value  reflects 
the  far  greater  inflation  and  industrial 


difficulties  of  France  as  contrasted 
with  those  of  Great  Britain,  the  cur- 
rency of  which  has  depreciated  by  only 
about  25  per  cent. 

Expressed  somewhat  abstractly,  it 
may  be  said  that  depreciated  exchange 
has  no  effect  whatever  on  the  imports 
or  the  exports  of  a  country  after  a  con- 
dition of  fairly  stable  depreciation  has 
been  reached.  If,  for  example,  the 
pound  sterling  were  closely  to  approxi- 
mate $3.75  for  a  numl)er  of  years, 
neither  the  imports  nor  the  exports  of 
Great  Britain  would  be  appreciably 
different  from  what  they  would  have 
been  in  the  absence  of  depreciation. 
The  only  essential  difference  would  be 
that  the  general  level  of  domestic 
prices  measured  in  the  depreciated  cur- 
rency would  be  some  25  per  cent  above 
what  it  would  have  been  with  exchange 
at  par.  It  is  only  the  fluctuations  in 
exchange  rates  (and  depreciated  ex- 
change fluctuates  widely)  that  have  a 
specific  influence  on  foreign  trade.  If, 
for  any  reason,  rates  decline  more  than 
the  coincident  inflation  in  prices,  and 
decline  in  industrial  efficiency,  exports 
will  be  stimulated  and  imports  cur- 
tailed. An  advance  in  rates  is  then 
certain  in  no  short  period  of  time,  un- 
less the  condition  of  the  country  is 
going  from  bad  to  worse.  Such  a  tem- 
porary decline  in  exchange,  going  be- 
yond the  difficulties  of  the  situation, 
seems  to  have  occurred  in  the  case  of 
sterling,  when  early  in  1920  it  de- 
clined to  $3.18  and  shortly  thereafter 
rose  to  the  vicinity  of  $4.00. 

Wide  and  imforeseen  fluctuations  in 
exchange  of  this  character,  while  they 
may  at  times  stimulate  exports,  exert 
upon  the  whole  a  far  from  favorable 
influence 'on  the  development  of  the 
trade  of  a  country.  Intermittent 
ability  to  supply  goods  in  foreign  mar- 
kets is  not  conducive  to  healthy  de- 
velopment. For  countries  engaged 
largely  in  the  manufacture  of  goods  in 
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the  production  of  which  imported  ma- 
terials are  used,  the  consequences  of 
widely  fluctuating  exchange  rates  are 
^t  to  prove  particularly  disturbing. 
In  the  event  that  exchange  rates  rise 
between  the  date  of  purchase  of  the  ma- 
terial and  the  date  of  sale  of  the  finished 
product,  losses,  and  often  very  serious 
losses,  are  incurred.  Many  producers 
on  the  continent  of  Europe,  for  exam- 
ple, had  a  costly  experience  with  the 
vagaries  of  depreciated  exchange  in  the 
summer  of  1920,  when  there  was  a 
decided  though  temporary  advance  in 
the  rates  of  exchange  on  the  United 
States. 

Depreciated  paper  exchange  never 
furnishes  examples  of  the  prolonged 
stimulus  to  export  business  which 
have  occasionally  been  present  in  the 
case  of  the  silver-using  countries  as  a 
result  of  falling  silver  prices.  The 
price  of  silver  may  decline  quite  inde- 
pendently of  conditions  affecting 
money  costs  of  production  in  a  partic- 
ular silver-using  country.  Producers 
in  the  silver-using  country  then  reap 
large  gains  from  export  business  until 
finally  wages  and  other  domestic 
money  costs  advance.  As  wages  in  the 
silver-using  countries  are  strongly  in- 
fluenced by  custom  and  change  slowly, 
the  stimulating  effect  of  a  fall  in  the 
price  of  silver  may  last  for  a  considera- 
ble period  of  time.  A  decline  in  paper 
exchange  is  not  analogous  because  it 
is  never  due  primarily  to  influences 
external  to  the  country  which  is  on  an 
inconvertible  basis.  The  decline,  as 
has.  been  before  observed,  mainly  re- 
flects conditions  which  have  already 
developed  in  the  country  itself.  Even 
if  the  decline  in  exchange  more  than 
discoimts  these  conditions,  the  advan- 
tage to  those  engaged  in  production 
for  export  will  be  far  more  temporary 
than  in  the  case  of  the  silver-using 
countries,  because  in  the  western 
world  wages  and  other  money  costs 


more  speedily  adjust  themselves  to 
monetary  changes. 

It  usually  happens  that  a  country 
which  is  on  a  depreciated  paper  basis 
is  in  need  of  far  more  capital  than  is 
currently  provided  by  domestic  savers. 
It  endeavors  to  secure  capital  from 
foreign  countries.  But  the  very  fact 
that  exchange  has  depreciated,  and  that 
consequently  the  annual  return  from 
capital  when  converted  into  foreign 
currency  is  subject  to  variation  on  ac- 
count of  fluctuation  in  exchange,  is  a 
serious  obstacle  to  the  acquisition  of 
foreign  capital  in  large  amounts  and  at 
reasonable  rates.  In  so  far  then  as  the 
industrial  development  of  a  country  and 
so  its  export  business  might  be  quick- 
ened by  the  investment  of  foreign 
capital,  depreciated  inconvertible  paper 
money  exerts  an  unfavorable  influence. 

It  is  not  improbable  that  the  export 
trade  of  the  United  States  in  the  next 
few  years  will  be  considerably  less  than 
it  has  been  since  the  outbreak  of  the 
Eiu^opean  War.  Many  influences  are 
present  which  seem  bound  to  exert  an 
unfavorable  influence  upon  that  trade. 
Depreciated  exchange  is  not,  however, 
one  of  those  influences.  In  fact,  if  the 
European  countries  steadily  put  into 
effect  the  measures  necessary  to  re- 
store their  currencies  to  pre-war  pari- 
ties, exports  to  the  United  States  will 
imdoubtedly  be  far  more  considerable 
than  is  at  all  Ukely  to  be  the  case  if 
something  like  the  present  situation 
continues.  In  order  to  return  to  the 
gold  standard  at  pre-war  parities  it 
will  be  necessary  for  the  European 
countries  to  contract  credit,  curtail  gov- 
ernmental expenditures,  balance  gov- 
ernmental expenditure  and  revenue, 
increase  industrial  eflSciency,  develop 
foreign  markets  to  a  greater  extent 
than  before  the  war,  and  also  cur- 
tail in  eveiy  possible  way  imports  of 
lumecessary  articles  of  consumption. 
The  contrary  poKcy  of  allowing  mat- 
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ters  to  drift  can  hardly  fail  to  involve 
a  continuance  of  present  depreciated 
rates  and  perhaps  a  further  decline. 
Occasionally,  extreme  declines  will 
temporarily  make  possible  the  exporta- 
tion of  goods  not  regularly  exported, 
but  the  general  tendency  will  certainly 
be  for  both  the  export  and  the  import 
business  of  Europe  to  fall  away,  re- 


flecting continued  industrial  and  finan- 
dal  decay. 

Depreciated  exchange  is  not  a  cor- 
rective; it  is  merely  a  symptom  of  an 
unhealthy  condition.  It  consequently 
does  not  subject  producers  in  this 
country  to  abnormal  foreign  competi- 
tion from  which  they  might  reasonably 
ask  to  be  shielded  by  legislation. 


The  Part  of  Direct  Exporting  in  the  Future  of 
American  Industry 

By  Henry  H.  Morse 

Chairman;  Boston  Export  Bound  TaUe 

and 

Walter  F.  Wyman 
Honorary  Chairman,  Boston  Export  Bound  TaUe 


EXPORT  trade  is  the  one  adequate 
future  outlet  for  the  products 
which  owe  their  being  to  American 
brains  and  American  labor.  Those 
careful  students  of  commerce  whose 
vision  has  been  so  largely  responsible 
for  our  domestic  development  are  to- 
day found  to  be  turning  their  eyes 
overseas.  The  law  of  diminishing 
returns  is  already  curtailing  the  po- 
tential profits  in  many  lines  whose 
marketing  has  been  confined  within  our 
boundaries.  It  is  not  necessary  for  a 
saturation  point  to  be  visible  for  it  to 
exist.  The  fact  that  there  is  a  definite 
saturation  point  which  is  only  beyond 
the  range  of  direct  vision  is  the  com- 
pelling force  which  is  leading  American 
industry  into  scientific  direct  exporting. 
With  the  shortening  distances  due  to 
improved  methods  of  transportation; 
with  the  growing  acceptance  of  higher 
standards  of  Uving;  with  the  widening 
circle  of  demand  for  comfort,  conven- 
ience and  luxury  as  well  as  mere  exist- 
ence, the  once  limited  field  of  many 
American  industries  has  broadened  to 
permit   economical   merchandising  of 


American  product  in  foreign  lands.  In 
the  rapid  development  of  labor-saving 
machinery  the  possibilities  of  produc- 
tion have  increased  in  mathematical 
progression  in  comparison  to  the  in- 
creased consumer  demand  of  the 
domestic  market.  The  principles  of 
mass  merchandising  as  well  as  the 
principles  of  mass  production  are  today 
understood,  where  two  decades  ago 
both  were  unknown.  Due  to  the  sud- 
den demands  of  the  World  War,  manu- 
facturing capacity  was  increased  over- 
night to  a  point  far  beyond  the  natural 
growth  of  several  decades. 

So  we  have  on  one  hand  a  new  con- 
sumer acceptance  in  foreign  lands  which 
is  rapidly  growing  to  definite  consumer 
demand,  not  only  for  a  widening  variety 
of  American-made  merchandise  but  also 
for  decidedly  increased  quantities  of 
American-made  merchandise.  On  the 
other  hand,  we  have  for  the  first  time 
both  the  desire  and  the  necessity  for  a 
wider  market  than  even  the  increased 
population  of  the  United  States  pro- 
vides. 

To  a  great  extent  the  market  beyond 
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our  boundaries  is  competitive  only  in  a 
sense.  There  is  a  distinct  division  of 
manuf acitures  in  which  American  me- 
chanical ingenuity  and  American  in- 
sistence upon  quality  have  both  created 
new  products  and  raised  others  to  such 
a  high  standard  as  to  involve  a  different 
classification  from  its  prototype.  The 
typewriter,  the  adding  machine  and 
agricultural  machinery  are  typically 
American.  Such  prosaic  articles  as 
saws,  paints  and  varnishes  have  been 
raised  from  mediocre  articles  that  serve 
a  purpose  to  products  which  have 
reached  such  standards  of  uniform 
high  quality  that  they  find  a  market 
abroad  regardless  of  any  price  ad- 
vantage that  the  foreign  manufacturer 
may  offer. 

The  two  major  divisions  of  export 
selling  are  direct  exporting  and  indirect 
exporting.  Indirect  exporting  is  selling 
.  to  a  middleman,  usually  known  as  a 
commission  house,  having  offices  in  this 
country  and  distributors  abroad.  The 
manuf actmrer  sells  to  the  commission 
house  much  as  he  would  to  a  domestic 
customer.  He  is  supplied  by  the  com- 
mission house  with  full  details  as  to 
marking,  packing  and  invoicing  each 
shq>ment.  The  manufacturer  receives 
his  pay  from  the  commission  house  as 
he  would  from  a  domestic  customer. 
He  assumes  no  risks  and  takes  no  re- 
sponsibility beyond  delivery  to  the 
commission  house  or  to  the  steamer 
designated  by  the  commission  house. 

Direct    Exporting,    Its    Develop- 
ments AND  Its  Services 

Direct  exporting  is  the  selling  by  a 
manufacturer  to  a  customer  resident 
abroad.  In  this  case  the  manufacturer 
exercises  hb  own  judgment  or  obeys 
specific  instructions  received  direct 
from  the  customer  abroad  in  regard  to 
packing,  marking  and  invoicing.  His 
merchandise  is  purchased  without  an 
intermediary  by  the  customer  abroad. 


to  whom  he  looks  for  payment.  Vary- 
ing with  his  terms  of  sale,  the  manu- 
facturer's responsibility  ends  at  fac- 
tory, at  seaboard  or  at  destination. 
There  is  no  outstanding  obstacle  to 
prevent  a  manufacturer  from  combin- 
ing both  major  selling  methods.  In 
fact,  it  is  customary  rather  than  the 
reverse  for  manufacturers  to  employ 
both  direct  and  indirect  exporting  in 
the  development  of  their  overseas 
trade. 

The  most  significant  development 
which  affects  the  future  of  American 
industry  is  the  constantly  growing  at- 
tention manufacturers  are  giving,  as  a 
rule  rather  than  the  exception,  to  the 
direct  exportation  of  their  products  to 
foreign  markets.  There  are  many 
reasons  which  underlie  this  develop- 
ment. The  greatest  reason  is  the 
broadened  vision  due  to  a  greater 
necessity  than  existed  a  score  of  years 
ago.  In  1900  the  export  trade  of  man- 
ufactures, particularly  of  branded  mer- 
chandise was  entirely  incidental  and 
accidental  to  one  group  of  American 
manufacturers.  Serious  direct  export- 
ing was  confined  to  a  handful  of 
enterprises  whose  vision  was  nearly  a 
generation  in  advance  of  that  of  the 
multitude.  In  1900  the  limitations 
of  the  domestic  market  did  not  exist  for 
many  new  enterprises.  In  1900  the 
overseas  possibilities  for  volume  busi- 
ness were  unknown  to  many  American 
manufacturers.  In  1900  the  foreign 
field  was  seriously  regarded  by  the 
casual  student  of  exporting  merely  as  a 
dumping  ground  for  surplus  products, 
and  its  rightful  place  in  American 
merchandising  had  not  yet  been  under- 
stood. In  1900  our  own  great  West 
was  a  market  for  products  of  our  east- 
ern factories  instead  of  being,  as  at 
present,  a  competitive  manufacturing 
district. 

As  a  concrete  illustration  of  the 
value  of  vision  in  merchandising,  no 
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more  striking  example  can  be  por- 
trayed than  that  involved  in  the  solu- 
tion of  the  problem  of  seasonal  demand 
in  the  domestic  market.  The  manu- 
facturer of  men*s  fancy  hat  bands, 
which  are  worn  in  the  United  States 
only  during  the  summer  months  and  on 
straw  hats,  is  a  typical  example.  His 
climatic  problem  which  causes  his 
seasonal  problem  is  solved  in  the  fact 
that  when  it  is  winter  in  the  United 
States  it  is  summer  in  Argentine  Re- 
public, and  there  is  a  year-around 
summer  following  the  Equator.  An- 
other example  of  a  diflferent  nature 
is  that  of  the  American  toy  manufac- 
turer, whose  domestic  demand  comes 
almost  entirely  in  the  late  summer  and 
early  fall  when  the  jobbers  are  stocking 
their  Christmas  goods.  When  the  toy 
manufactiu-er  develops  a  business  in 
foreign  lands  he  finds  a  market  for  his 
goods  in  the  spring  and  early  sunmier, 
because  of  the  length  of  time  that  the 
goods  are  in  transit  and  the  willingness 
of  the  large  foreign  importer  to  take  his 
goods  early  in  order  that  he  may  be 
certain  of  them  in  time  to  redistribute 
among  his  local  jobbers  before  the 
holiday  season. 

There  is  today  a  growing  apprecia- 
tion among  consumers  as  well  as  by 
manufacturers  that  retail  prices  in  the 
domestic  market  depend  largely  upon  a 
volume  of  production  adequate  to  tax 
factory  capacity  and  to  minimize  the 
inevitable  overhead  charges  of  produc- 
tion, distribution  and  selling.  Export 
trade  obviously  increases  sales.  Ex- 
port trade  obviously  diminishes  cost  of 
production  by  absorbing  overhead 
charges.  Export  trade,  to  the  careful 
student,  is  known  to  have  a  lower  sell- 
ing cost  per  unit  of  merchandise  be- 
cause it  customarily  capitalizes  existing 
brains,  existing  plant  and  the  tremen- 
dous momentum  which  is  part  of  a 
going  business.  Particularly  in  a  sea- 
sonal business  the  return  on  fixed  in- 


vestment is  greatly  increased  because 
of  the  full  time  utilization  of  existing 
plant  equipment,  plant  facilities  and 
personnel.  In  addition,  where  seasonal 
demand  would  require  the  manufacture 
of  fall  goods  in  the  early  spring  and 
storage  of  those  goods  through  the 
summer,  in  order  to  maintain  the  man- 
ufacturing organization,  an  additional 
earning  force  is  given  to  the  capital  in- 
vested through  the  manufacture  of 
goods  for  foreign  trade — goods  which 
can  be  billed  and  become  an  asset  in- 
stead of  a  liability  as  soon  as  manu- 
factured. 

It  is  common  in  such  basic  industries 
as  shoes  to  adopt  exactly  this  practice. 
Not  only  is  use  made  of  the  plant  in  the 
off-season,  but  export  orders  are  giv«i 
preference  and  drafts  are  discounted 
following  immediate  shipment,  thus 
supplying  capital  available  for  the 
purchase  of  raw  materials  for  the  sea- 
sonal domestic  trade.  In  industries 
which  involve  the  shipment  of  liquids 
in  glass,  there  is  a  hiatus  between  fall 
and  spring  in  which,  because  of  danger 
of  freezing,  domestic  shipments  are 
extremely  limited  and  confined  to  tak- 
ing advantage  of  favorable  weather 
conditions  and  of  supplying  domestic 
trade  located  near  domestic  branch 
warehouses.  The  shipping  force  in 
such  factories  is  today  kept  intact  and 
profitably  employed  in  the  packing, 
marking  and  shipping  of  export  orders 
which  can  safely  be  hauled  from  ware- 
houses located  at  seaboard  to  the  warm 
holds  of  outgoing  steamers. 

This  must  not  be  taken  as  any  de- 
fense of  what  in  the  best  export  circles 
is  known  as  the  unpardonable  sin  of 
"dumping."  It  is  doubtful  if  a  manu- 
facturer is  ever  justified  in  selling  his 
goods  abroad  at  a  price  that  is  based  on 
anything  except  cost  of  manufacture, 
plus  cost  of  distribution,  plus  a  reason- 
able profit.  Occasionally  a  manu- 
facturer may,  for  purely  introductory 
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sales  purposes,  feel  himself  justified  in 
putting  his  goods  in  at  a  price  that  will 
later  give  him  entr6e  into  a  market 
where  the  established  price  has  been  set 
by  an  inferior  and  long-established 
competitive  article.  Even  in  doing 
this  the  manufacturer  must  bear  in 
mind  the  very  great  danger  of  finding 
this  action  subject  to  heavy  legal 
penalties  ranging  from  an  increased 
rate  of  duty  to  permanent  exclusion  of 
his  products  from  the  market. 

Direct  ^qporting  is  an  excellent  self- 
defense  against  foreign  invasion  of  the 
domestic  market.  The  American  ex- 
porting manufacturer  who  has  devel- 
oped a  world  trade  necessarily  comes  in 
contact  with  the  American  manufac- 
turer who  is  selling  his  product  in  all 
the  markets  of  the  world,  and  is  meet- 
ing in  some  one  or  more  of  those  mark- 
ets the  most  advanced  competition  in 
his  particular  line.  When  he  has 
successfully  solved  the  problem  of 
meeting  that  competition,  whether  it 
be  in  Paris  or  Tokio,  Abyssinia  or 
Tasmania,  he  is  prepared  to  forestall 
that  competition  before  it  reaches  his 
domestic  market.  There  is-  a  further 
and  great  advantage  in  the  rubbing  of 
shouki^^  with  the  highest  grade 
products  of  other  manufacturing  na- 
tions. Americans  as  a  class  are  prone 
to  consider  that  the  United  States 
alone  can  produce  articles  of  transcend- 
ent merit.  Naturally,  this  is  in  the  face 
of  our  constant  and  long-established 
importations  of  French  perfumes,  Ital- 
ian and  Spanish  oils,  Panama  hats, 
English  cutlery  and  Parisian  styles. 

The  consumer  abroad  has  his  choice 
of  the  masterpieces  of  the  manufactur- 
ing world,  and  the  American  manufac- 
turer, therefore,  in  the  development  of 
his  export  trade  comes  constantly  in 
contact  with  the  products  of  the  best 
manufacturing  brains  of  other  nations. 
It.  is  not  uncommon  for  American  man- 
ufacturers to  improve  their  own  prod- 


ucts best  through  the  adoption  or 
adaptation  of  products  of  whose  very 
existence  prior  to  their  exporting  they 
were  in  entire  ignorance. 

There  is  a  still  further  and  most  im- 
portant value  directly  to  be  credited  to 
the  practice  of  direct  exporting.  The 
customs  tariffs  of  other  poUtical  units 
often  require  most  careful  considera- 
tion in  order  that  a  popular  retail  price 
within  these  units  may  be  possible. 
In  the  solution  of  these  problems 
American  manufacturers  have  found 
repeatedly  that  they  could  evolve  a 
product  which  met  the  new  cost  re- 
quirements in  such  a  manner  as  to 
result  in  a  more  attractive  package. 
This  saving  in  cost  in  order  to  meet  a 
price  requirement  abroad  is,  therefore, 
an  asset  in  a  domestic  market,  since  it 
results  in  a  more  attractive  package  at 
a  lower  cost  of  production.  There  are 
many  minor  manufacturing  advantages 
which  can  be  attributed  to  the  practice 
of  direct  exporting.  These  vary  with 
each  market. 

Entirely  apart  from  the  field  of 
^production  is  the  field  of  trade  practice 
and  procedure.  In  this  field,  particu- 
larly in  the  defining  of  the  maturity 
of  obligations,  our  domestic  practice  is 
so  markedly  inferior  to  the  prevailing 
practice  in  international  commercial 
exchange  that  there  is  no  fair  basis  for 
comparison.  The  great  majority  of 
American-manufactured  products  are 
sold  on  open  account.  This  means 
that  the  goods  are  shipped  in  response 
to  an  order  placed  by  mail  or  given  to  a 
salesman,  and  that  the  only  definition 
of' maturity  date  is  that  afforded  by 
terms  printed  at  the  head  of  the  invoice 
or  described  by  the  salesman.  There  is 
no  formal  acceptance  of  the  goods  and 
no  written  agreement  to  pay  in  ac- 
cordance with  the  terms  of  sale.  This 
is  in  distinct  contrast  to  the  documen- 
taiy  time  draft  procedure,  which  is  the 
backbone  of  foreign  commerce. 
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In  direct  exporting  it  is  the  rule  that 
all  orders  are  signed  at  the  time  they 
are  placed,  and  terms  of  sale  form  an 
integral  part  of  any  quotation.  When 
the  goods  are  shipped  they  are  con- 
signed to  th^  order  of  the  direct  ex- 
porter, who  sends  through  bankii^ 
channels  the  negotiable  bill  of  lading, 
insurance  certificate  and  commercial 
invoice,  with  instructions  that  these 
documents,  which  are  necessary  for  the 
securing  of  the  goods  by  the  customer 
abroad,  are  to  be  given  to  him  upon  his 
"acceptance"  of  the  draft.  Tliis  ac- 
ceptance takes  the  form  of  the  cus- 
tomer's endorsement  of  a  draft  which 
definitely  states  the  date  of  maturity, 
and  which  equally  definitely  establishes 
the  vaUdity  of  the  transaction  and  the 
acceptance  of  the  terms  of  sale.  The 
customer's  debt  then  becomes  one  to 
the  bank,  which  notifies  him  of  its 
maturity.  Failure  to  pay  an  accepted 
draft  at  maturity  is  analogous  to  an 
act  of  bankruptcy,  and  as  such  affects 
the  standing  of  the  importer  in  both 
local  and  international  circles.  From, 
these  two  definitions  it  will  be  seen  that 
the  various  and  timid  proposals  in  the 
domestic  market  tending  toward  the 
quasi  establishment  of  a  practice  of 
trade  acceptance  are  but  the  faltering 
step  of  an  infant  toward  a  goal  defi- 
nitely recognized. 

Value    op    Direct    Exporting    in 
Periods  of  Depression 

World-wide  distribution  established 
by  direct  exporting  is  the  sole  insurance 
of  real  value  against  times  of  domestic 
financial  depression.  It  is  practical 
business  insurance  to  divide  the  risks  of 
credit  and  depressions  over  the  widest 
possible  territory.  Sane  selection  of 
foreign  customers  is  based  not  on  plac-  . 
ing  all  foreign  eggs  in  the  basket  of  a 
single  foreign  market,  but  on  distribut- 
ing these  in  such  cities  as  Yokohama, 
Shanghai,  Hong  Kong,  Sydney,  Mel- 


boiune,  Bankok,  Bombay,  Cape  Town, 
Rio  Janeiro,  Buenos  Aires,  Valparaiso, 
lima,  the  capitals  of  Europe,  such 
wonderful  cities  as  Constantinople, 
Cairo  and  hosts  of  smaUer  but  buying 
centers. 

When  a  manuf  actm^r  has  built  up  a 
clientele  in  foreign  countries  whose  pur- 
chases form  one-tenth  of  his  total  out- 
put his  factor  of  safety  is  forty  per  cent 
greater  than  his  non-exporting  com- 
petitor because,  following  the  cus- 
tomary practice  of  defining  payment 
dates  by  drafts,  he  is  sure  of  a  suflScient 
volume  of  payments  at  anticipated 
times  to  tide  over  any  temporary 
stringenqy  in  the  domestic  mon^ 
market,  whereas  the  very  cause  of  the 
calling  in  of  loans  which  makes  it 
desirable  for  the  non-exporter  to  make 
prompt  collections  will  cause  such 
customers  to  seek  extensions.  This 
factor  of  safety  increases  out  of  pro- 
portion as  the  percentage  of  exports  is 
increased  because,  particularly  on  lines 
bearing  a  high  profit,  the  manufac- 
turer is  able  to  meet  his  entire  obliga- 
tions at  maturity  from  his  proceeds  ion 
foreign  ofders,  and  could  even  dose 
down  his  factories  for  a  period  of 
several  months  and  make  no  attempt 
to  enforce  domestic  payments  due. 

In  fact,  it  is  in  a  panic  year  that  the 
direct  exporting  manufacturer  reaps 
the  greatest  domestic  advantages,  for 
while  his  competitors  are  forced  to 
conserve  their  resources  he  can  con- 
duct sales  campaigns  in  every  city  they 
are  forced  to  neglect.  Where  the 
non-exporter  must  offend  slow-paying 
customers  with  imperative  demands  for 
settlement  he,  enjoying  a  steady  influx 
of  payments  representing  cost  plus 
profit,  is  in  a  position  not  only  to  ex- 
tend longer  terms  and  to  be  lenient  in 
collections,  but  also  to  solicit  the 
patronage  of  the  slow-paying  but 
responsible  buyers  offended  by  com- 
petitors' collection  methods. 
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Not  only  is  such  a  manufacturer's 
position  of  value  to  himself  but  it  is 
also  a  decided  benefit  to  his  customers 
and  his  competitors'  customers,  for  it 
enables  the  dealers  constituting  "the 
trade"  as  applied  to  his  line  to  conduct 
business  under  normal  business  condi- 
tions and  meet  other  more  pressing 
obligations  from  their  natural  re- 
sources without  forcing  unfavorable 
loans  or  having  their  credit  strained 
beyond  its  possibilities.  Multiply  the 
single  exporting  manufactiurer  by  all 
his  mates  in  all  lines,  and  a  veritable  sea- 
wall is  erected  against  the  storm  of 
financial  stringency.  Can  there  be  a 
greater  panacea  for  a  panic  caused  by 
lack  of  money  at  home  than  a  steady 
stream  pouring  in  from  abroad? 

There  is  only  harm  in  sales  at  bar- 
gain prices  abroad  when  the  domestic 
market  is  glutted,  or  in  the  dumping  of 
obsolete  and  below-standard  products 
on  which  no  future  is  expected  or  pos-^ 
sible;  but  in  the  carefully  developed 
world-wide  markets  made  possible  by 
the  superior  quality  of  American-made 
goods  backed  by  intelligent  coopera- 
tion with  foreign  dealers  and  good 
s^nrice  even  in  the  height  of  domestic 
seasons,  there  is  the  one  sure  preventa- 
tive of  depressed  financial  conditions  at 
home. 

It  should  be  known  as  an  axiom  that 
the  nation  whose  manufacturers'  prod- 
ucts are  sold  in  every  corner  of  the 
world  is  panic-proof  as  against  internal 
conditions.  The  best  insurance  against 
a  national  panic  is  a  healthy  export 
trade. 

World-Wide    Planning    Essential 
FOR  Exporting  Success 

Well-balanced  world-wide  sales  are 
never  a  matter  of  luck.  The  world  b 
so  large  and  its  markets,  large  -ajid 
small,  are  so  many  that  only  by  careful 
planning  is  correct  export  development 
made  possible. 


There  are  fuUy  thirty,  thousand 
manufacturing  exporters  in  the  United 
States,  an  estimate  which  checks  with 
the  official  statistics  and  the  investiga- 
tions of  export  organizations.  Not 
over  seventy-five  manufacturers — one- 
quarter  of  one  per  cent — can  rightfully 
claim  adequate  representation  in  even 
all  the  major  markets  of  the  world. 
Not  over  one  hundred  and  fifty  can 
prove  that  their  export  selling  in  both 
theory  and  practice  is  based  upon  plans 
laid  years  ahead. 

This  is  a  tremendous  indictment. 
It  charges  American  exporting  with 
lack  of  forethought  as  well  as  lack  of 
balanced  export  sales.  Let  us  examine 
the  facts — ^for  it  b  facts  and  not  opinion 
which  are  worth  consideration. 

Exporting  b  selling  to  the  whole 
world.  Thb  truth  must  be  accepted 
before  progress  is  possible.  Until  a 
manufacturer  b  willing  to  think  of  sell- 
ing abroad  wherever  a  profit  can  be 
shown,  he  b  certainly  not  entitled  to 
be  called  an  exporter,  even  if  hb  ledgers 
show  sales  in  Cuba  and  in  China.  A 
few  scattered  customers  in  foreign 
countries  are  no  more  a  proof  of  ex- 
porting {han  a  few  freckles  prove  a 
man  a  Mongolian! 

The  outstanding  error  in  American 
exporting  Ues  in  the  beginner's  usual 
question,  "Where  shall  we  first  sell 
abroad?"  The  proper  question  b, 
"  What  method  can  we  adopt  which  will 
logically  bring  about  balanced  export 
sales?  "  Exporting — modem  scientific 
exporting — is  far  more  than  attempting 
to  sell  one  market  at  a  time  sequenced 
in  order  of  ease  of  securing  sales. 
Such  a  method  b  exactly  as  absurd  as 
for  an  enterprise  which  desired  national 
dbtribution  in  the  United  States  to 
work  forward  one  state  at  a  time,  with 
no  advance  survey  or  preparation  of 
the  entire  field. 

There  are  many  American  manu- 
facturers who  are  today  enjoying  a 
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pleasing  profit  from  export  sales  built 
up  in  crude  ways.  But  these  are  the 
first  to  admit  that  their  methods  have 
robbed  them  of  both  earlier  and  larger 
profits  and  that  today  their  export 
distribution  is  still  "spotty"  and  with- 
out correct  balance.  The  mere  fact 
that  many  are  profiting  by  export 
trade  is  no  proof  that  greater  profits 
should  not  have  been  made,  and  that 
future  eflforts  will  not  be  decidedly 
handicapped  by  the  hit-or-miss  meth- 
ods that  forgot  the  future  by  too  close  a 
focus  on  the  present. 

The  world  is  large.  Therefore,  the 
first  step  of  the  prospective  exporter 
should  be  to  admit  that  he  has  before 
him  a  task  worthy  of  his  best  brains 
and  demanding  the  most  careful  and 
skilled  planning.  Before  active  export 
selling  starts,  there  should  be  a  world 
plan  which  is  based  on  a  knowledge  of 
the  world  and  its  markets  and  a  vision 
of  a  decade  in  advance.  It  is  costly 
to  ignore  this  concept  of  exporting. 
Countless  American  manufacturers 
have,  by  ignoring  this  basic  foundation, 
entered  into  agency  relations  that  within 
a  few  years  proved  to  block  their 
future,  not  alone  in  the  particular 
coimtries  in  which  they  appointed 
agents,  but  in  entire  continents. 

One  illustration  will  drive  home  this 
important  point.  A  New  York  manu- 
facturer of  paints,  because  he  had  no 
plan  covering  his  export  future,  gave 
the  agency  for  one  of  his  products  to  an 
agent  in  Rio  Janeiro;  the  agency  for  all 
of  his  products  for  Argentina  to  a 
representative  in  Buenos  Aires;  the 
Chilian  agency  for  a  paint  remover  to  a 
wholesaler  and  retailer  in  Valparaiso, 
and  the  agency  for  varnishes  to  a  re- 
tailer in  Lima.  Contracts  prohibited 
the  paint  manufacturer  from  selling 
other  than  the  agents. 

What  was  the  result?  The  paint 
manufacturer,  by  giving  the  exclusive 
agency  for  his  automobile  paints  to  a 


dealer  in  Rio  Janeiro  for  a  term  of  ten 
years,  found  himself  two  years  later 
unable  to  interest  the  one  most  desir- 
able agency  connection  in  Rio  Janeiro. 
This  corporation  in  Rio  Janeiro  re- 
fused, naturally,  to  divide  the  agency 
with  a  small  and  little-known  dealer  in 
its  own  city.  In  other  countries  the 
same  general  result  came  from  the 
same  general'  cause — ^blocked  eflforts 
due  to  failure  to  plan.  The  agencies 
granted  made  it  impossible  to  send  a 
traveler  profitably,  since  the  traveler 
could  only  have  visited  to  advantage 
Uruguay,  Paraguay,  Bolivia  and  Ecua- 
dor, due  to  the  agencies  and  the  condi- 
tions imder  which  they  were  conducted- 
In  a  sentence,  it  can  be  said  that  by 
failure  to  plan,  the  paint  maker  set 
back  his  sound  development  in  South 
America  by  at  least  twenty  years. 

Even  students  of  exporting  have  all 
too  often  failed  to  grasp  the  situation. 
One  instructor  in  foreign  trade  in  a 
most  important  eastern  university 
taught  his  students  the  theory  of 
exporting  based  on  selling  effort  con- 
fined to  the  easiest  market — ^the  one  in 
which  at  the  moment  general  condi- 
tions were  most  favorable.  This  doc- 
trine of  expediency — ^interesting  and 
simple  as  it  may  sound — ^is  an  infallible 
recipe  for  later  regrets!  The  pros- 
pective exporter  who  is  afraid  to  face 
the  fact  that  this  is  a  large  world  or  who 
is  unable  or  unwilling  to  give  adequate 
time  to  advance  planning  for  his  com- 
mercial conquest  of  it  had  best  remain 
confined  to  domestic  selling! 

There  is  a  vast  difference  between 
advance  planning  for  an  ultimate 
world-wide  and  balanced  trade  and  an 
attempt  to  conduct  an  intensive  world- 
wide selUng  campaign  from  the  very 
start.  Only  enterprises  with  excep- 
tional financial  resources  can  attempt 
wisely  any  foreign  trade  effort  which 
involves  the  simultaileous  attack  on  a 
large  number  of  markets  before  the 
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working  capital  is  earned  by  a  more 
modest  entry  into  exporting.  Con- 
versely, it  is  entirely  possible  for  any 
manufacturer,  adequately  financed  for 


domestic  trade,  to  plan  correctly  for 
ultimate  world-wide  trade  and  to 
proceed  step  by  step,  directly  toward 
his  goal. 


The  Probable  Future  Development  of  Grain  Trade 
of  the  United  States 

By  Julius  H.  Barnes 
Baraes-Arms  Company,  Duluth 

WAR'S  influence  is  clearly  shown  were  two  distinct  trends  in  grain  pro- 

in  a  study  of  the  food  supply  of  duction : 
Europe  during  war-years.    The  change         1.  The  elimination   of  our  export 

wrought  in  sources  of  overseas  supply  grain  surplus  by  the  growing  necessi- 

rises  strikingly  above  all  other  phe-  ties  of  a  home  population, 
nomena  and  centers  in  the  expansion         2.  The    reduction    in    total    grain 

of  food  production  in  America  and  the  yields  by  the  replacement  of  diversified 

clear  deflection  of  ordinary  ocean  trade  farming. 

currents  in  the  products  of  the  farm.         We  are  now  able  to  see,  by  the 

For  example,  there  is  in  a  study  of  actual  response  of  American  farms  to 

crop  production,  marketing  and  move-  the    price    inducement    which    war's 

ment,  as  influenced  by  the  necessities  higher  levels  created,  that  both  the 

of  warring  countri^,  a  clear  indica-  area  of  grain  production  and  the  yield 

tion    that   price   inducement    is    the  per   acre   were   possible   of   material 

governing   factor    most    apparent    in  enlargement.     This    trend    is    most 

America's  farm  yields.  clearly  shown  by  a  grouping  of  the 

Prior  to  the  war  there  was  a  general  years'  production,  for  the  purpose  of 

acceptance    that    in    America    there  ready  comparison. 

The  four  years  prior  to  the  world  war  recorded  an  average  grain  production 
of  the  United  States,  as  follows: 

Bread  grains  (Wheat  and  Rye) 7.8     busheb  per  capita 

Feed  grains  (Com,  Oats  and  Barley) 40.82     " 

Total  grain  production  (5  chief  crops) 47.4       "        "        " 

The  five  war  years  averaged  in  grain  production  as  follows: 

Bread  grains 8.6     busheb  per  capita 

Feed  grains 48.8 

Total  grain  production  (5  chief  crops) 51.9       **        "        ** 

With  ocean  conmierce  freed  of  the  submarine  menace,  but  production  still 
under  the  influence  of  war  grain  prices,  the  crop  of  1919  recorded  a  yield  of: 

Bread  grains 9.77  bushels  per  capita 

Feed  grains 40.98      " 

Total  grain  production  (5  chief  crops) 50.7       "        "        " 
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The  crop  of  the  1920  harvest,  of  which  the  final  figures  are  just  available, 
yielded: 

Bread  grains 8.01  bushels  per  capita 

Feed  grains 46.25     " 

Total  grain  production  (5  chief  crops) 54.26     "        *'        " 


Studying  these  yields,  it  is  apparent 
that,  even  with  the  minor  fluctuations 
which  sectional  and  seasonal  crop 
deterioration  produced,  the  trend  was 
steadi^  toward  enlarged  grain  pro- 
duction. If  we  seek  for  a  reason  for 
the  larger  acreage  sown  and  the  larger 
aggregate  yields,  in  the  face  of  greater 
production  difficulties  on  the  farm, 
especially  as  to  labor  supply,  we  find 
the  answer  in  the  price  inducement. 

1915 

cents 

perbu. 

Wheat 112.9 

Com 72.4 

Oats 45.1 

Rye 93. 0 

Barley 57.4 

The  high  point  of  average  farm 
price  of  grains  during  1920  was  as 
follows: 

1920 
cents 
perbu. 

Wheat 258.8 

Cora 185.6 

Oats 104.5 

Rye 189.0 

Barley 148.8 

Here  is  clearly  disclosed  the  crop 
expansion  following  a  steadily  ad- 
vancing price  level  which  represents 
production  stimulus  to  the  grower. 
It  is  possible  to  verify,  besides,  that 
the  increase  in  grain  crop  produc- 
tion was  paralleled  by  a  similar  in- 
crease in  yield  in  other  farm  products; 
and  that  the  price  stimulus  came  pri- 
marily  from   overseas   is   told    most 


An  analysis  of  the  farm  price  for 
grain  shows  the  following  average  for 
the  four  pre-war  years: 

Wheat 85 .5  cents  per  bushel 

Com 65.4     ••       "       " 

Oats 89.6     "       "       " 

Rye 71.9     "      "       " 

Barley 62.8     "       "       '* 

An  analysis  of  the  average  farm 
price  of  grain  for  the  five  years  1915 
to  1919  shows  the  following: 

1916  1917  1918  1919 

cents  cents  cents  cents 

per  bu.  per  bu.  per  bu.  per  bu. 

117.8  201.1  208.7  214.8 

75.7  141.4  150.4  155.7 

48.6  68.4  76.8  69.7 

98.2  156.  178.4  141.8 

66  107.4  124.2  105.4 

clearly  in  the  total  food  exports  of  the 
United  States,  as  follows : 

Exports  of  All  Foodstuffs  from  teob 

United  States 

Year  Tons 

1912-18 7.900,000 

1918-14 5,900,000 

1914-15 15,500,000 

1915-16 18,500,000 

1916-17 12,600,000 

1917-18 10,000,000 

1918-19 17,000,000 

1919-20 11,700,000 

It  is  possible,  thus,  to  trace  the  pro- 
duction and  export  expansion  following 
the  inducement  of  a  higher  oversea 
price,  and  also  to  see,  in  the  shrinki^^ 
of  overseas  outlet  following  the  end 
of  war  anxiety  and  war  finance  abroad, 
the  beginning  of  deflation  of  price 
attraction  on  the  American  farm, 
which  culminated  in  the  Fall  of  1920  in 
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a  considerable  collapse  of  farm  product 
prices. 

K,  then,  we  recognize  the  ready 
response  which  the  American  farm 
can  make  to  prospective  profits  by 
price  stimulation,  it  would  be  inter- 
esting to  reach  a  conclusion,  also,  as 
to  whether  even  under  the  stimulus  of 
war's  inflated  prices  we  had  reached 
our  capacity  production.  A  compari- 
son of  the  pre-war  average  production 
per  acre  of  eighteen  European  countries 
last  available  indicates  an  average 
wheat  yield  per  acre  exceeding  that 
of  the  United  States  average  by  fifty 
per  cent.  In  spite  of  the  fact  that 
large  areas  of  our  country  are  more 
exposed  to  seasonal  crop  deterioration 
and  resultant  disappointing  yields 
than  are  the  same  areas  in  Europe,  it 
seems  from  a  study  of  the  crop  expan- 
sion thus  recorded  that  the  spread 
between  the  two  comparisons  of  acre 
yields  can  be  narrowed  by  increasing 
American  crop  production  whenever 
the  American  price  return  at  the  farm 
warrants  the  investment  in  fertilizers 
and  intensive  cultivation  which  Europe 
has  generally  practiced.  That  inten- 
sive cultivation  and  expense  in  soil 
stimulation  will  follow  a  continued 
price  return  which  makes  such  inten- 
sive production  profitable,  and  no 
sooner. 

Since,  then,  it  is  the  final  farm  return 
which  will  determine  the  expansion  or 
contraction  of  aggregate  grain  yields 
in  the  United  States,  it  is  important 
to  see  what  natural  conditions  may 
facilitate  or  retard  the  reflection  to  the 
farm  of  the  largest  possible  percentage 
of  the  consumer  price.  The  United 
States  has  prospered  in  the  past  as  a 
grain-raising  countiy,  producing  a  sur- 
plus for  the  European  consuming 
markets,  though  in  competition  with 
the  cheap-labor  production  of  Russia, 
India  and  Argentina.  Its  chief  South 
American  competitor  possesses  a  con- 


siderable natural  advantage  in  the 
proximity  of  its  grain  areas  to  its 
seaports.  It  is  calcidated  that  the 
average  rail  haul  from  the  Argentine 
farm  to  some  one  of  its  seaports  will 
not  exceed  150  miles. 

In  the  United  States  a  large  per- 
centage of  our  grain  area  necessitates 
a  rail  haul  of  500  to  1,500  miles.  The 
American  farm  has  been  favored  here- 
tofore with  cheap  rail  transportation 
and,  more  than  that,  by  the  extraordi- 
nary economy  of  the  thousand  miles  of 
deep  water  Great  Lakes  navigation. 
On  these  Great  Lakes  the  transporta- 
tion of  bulk  grain  is  the  lowest  per  ton 
mile  in  the  world,  and  not  only  has  the 
grain  countiy  benefited  in  the  actual 
transportation  of  grain  by  this  water 
route  reaching  into  the  heart  of  Amer- 
ica, but  the  influence  of  its  cheap  car- 
riage rates  has  reflected  into  competi- 
tive rail  haidage  as  well. 

Railroad  rates  were  long  framed 
with  especial  consideration  on  grain, 
and  additional  consideration  on  export 
grain.  This  condition  has  changed. 
There  has  been  one  rail  advance  after 
another,  together  with  an  equalization 
of  rail  and  export  rates,  until  it  may  be 
stated  that  in  respect  to  certain  grains, 
and  for  certain  rail  routes,  the  rail 
transportation  charge  has  doubled 
within  the  past  five  years.  This 
charge  was  not  an  undue  burden  during 
the  recent  years  when  Europe's  needs 
and  war's  inflation  of  values  supplied 
a  ready  market  at  high  prices  for 
American  production.  Today,  when 
the  transportation  charge  per  bushel 
from  the  Nebraska  and  Iowa  farm  to 
the  seaport  is  more  than  the  value  per 
bushel  of  com  at  the  farm,  it  becomes 
a  serious  impediment  to  the  continua- 
tion of  America's  grain  export  su- 
premacy. It  is  apparent  that,  even 
with  Russia's  continued  elimination 
from  the  overseas  grain  balance-sheet, 
there  are,  in  the  inunediate  future. 
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days  of  sharp  competition  for  markets 
in  Europe  which  will  distinctly  reduce 
the  price  inducement  of  the  past  few 
years.  Grain  production  in  the  United 
States  will  probably  show  the  effect  of 
this  unfavorable  development. 

American  resourcefulness  and  Amer- 
ican methods  of  using  mechanical 
devices  rather  than  human  labor,  may 
overcome  in  large  part  the  handicap  of 
high  cost  production  following  an 
advanced  standard  of  farm  living,  and 
the  disadvantage  of  necessary  long 
hauls  to  the  ocean,  but  it  is  none  too 
early  to  study  every  economy  along 
the  line  of  translation,  in  the  interest 
of  preserving  the  farm  price  as  far  as 
possible. 

If,  for  instance,  the  international 
engineers  now  preparing  a  report  on 
the  feasibility  and  cost  of  the  St. 
Lawrence  Waterway  should  indicate 
not  excessive  costs  in  the  introduction 
of  the  ocean  carrier  to  the  inland  lake 
ports  of  Duluth,  Chicago  and  Mil- 
waukee, serving  the  inland  grain  em- 
pire, this  one  factor  of  economy  itself 
might  be  decisive  in  maintaining  the 
price  stimulation  on  our  western 
farms. 

It  would  serve  also  to  attract  to 
European  markets  the  surplus  of 
western  Canada,  which,  without  cheap 
transportation  facilities  to  Europe, 
must  press  along  the  American  border 
into  our  own  markets  as  well,  and  with 
the  advantage  of  low-cost  production 
which  a  relatively  virgin  soil  insures. 
It  is  significant,  for  instance,  that  in 
this  present  crop-year  (Russia  being 
eliminated),  the  United  States  and 
Canada  are  supplying  eighty  per  cent 
of  the  overseas  requirements  of  bread 
grains.  If  these  countries  find  com- 
petition with  grain   exporting  coun- 


tries forces  them  to  enter  the  export 
market  at  a  price  leaving  only  un- 
profitable farm  returns,  because  of 
large  transportation  costs,  then  in 
those  American  areas  in  which  both 
American  crops  compete,  there  might 
be  such  pressure  for  home  markets  that 
the  agricidtural  industry  in  those  dis- 
tricts would  be  wrecked. 

If  America  is  to  achieve  a  supremacy 
in  the  export  of  industrial  production, 
competing  there  as  also  it  must  with 
the  cheaper  wage  costs  which  obtain 
in  a  lower  standard  of  living,  it  not 
only  must  again  use  the  economies  of 
mechanical  and  large-scale  production, 
but  it  must  also  supply  our  workers 
with  a  relatively  cheap  food  supply. 
The  ideal  of  that  food  supply  would  be 
a  domestic  price  lower  by  its  export 
relation  than  the  food  price  level  of 
other  industrial  competitors,  yet  high 
enough  to  make  a  fair  return  to  the 
American  grower.  The  position  of 
that  grower  in  respect  to  his  price 
retiun  must  be  developed  and  secured 
by  all  the  study  and  resourcefulness  of 
which  America  is  capable  and  for 
which  it  should  be  typical. 

It  is  clear  that  the  potential  crop 
production  exists  in  America.  It  is 
clear  that  it  responds  readily  to  price 
inducement.  It  would  be  an  economic 
blunder  not  to  try  to  maintain  that 
crop  production  by  preservation  in 
America  of  a  price  inducement  fol- 
lowing farm  profits.  Economies  into 
the  consumer  market  secured  by 
cheaper  transportation,  and  simplifica- 
tion of  trade  methods  and  reduction  of 
trade  tolls,  will  aid  in  maintaining 
grain  production  in  the  United  States. 
The  potentiality  is  clearly  present 
beyond  the  needs  of  home  consumption 
alone. 
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The  Importance  of  Foreign  Trade  in  Copper  and 

Other  Metals 

By  Felix  Edgar  Wormser 

Assistant  Editor,  Engineering  and  Mining  Journal,  New  York 


OF  the  five  metal  industries  produc- 
ing copper,  lead,  zinc,  gold  and 
silver,  foreign  trade  is  normally  of  di- 
rect importance  to  only  two — copper 
and  silver.  The  lead,  zinc  and  gold  in- 
dustries function  qmte  independently 
of  export  stimulus.  Foreign  commerce 
undoubtedly  plays  a  most  important 
rdle  in  the  production  and  marketing 
of  agricultural  staples  such  as  wheat 
and  cotton,  but  the  importance  of 
foreign  trade  to  the  copper  and  silver 
industries  is  scarcely  less  important. 
The  extent  of  the  effect  of  this  factor 
on  a  domestic  metal  industry  may  be 
judged  by  the  serious  depression  and 
loss  which  the  post-war  dullness  in 
export  trade  caused  the  copper  in- 
dustry. 

There  are  three  chief  differences  be- 
tween agricultural  and  mineral  com- 
modities that  influence  their  interna- 
tional movements.  Farm  products  are 
of  a  perishable  nature,  whereas  the  met- 
ids  are  of  a  permanent  nature.  Further- 
more, food  and  clothing  are  of  much 
greater  importance  to  life.  Each  year 
there  is  poured  upon  the  world  a  supply 
ol  new  metals  which  augment  existing 
supplies,  rendering  greater  the  possi- 
bility of  using  available  quantities  of 
scrap  metal  and  transforming  it  into 
essential  shapes.  These  facts  do  not 
apply  to  agricidtural  products,  the 
perishable  natiu-e  of  which  precludes 
use  after  any  but  a  measiu'able  period. 
If  a  nation  be  faced  with  the  alternative 
of  choosing  between  the  importation  of 
foodstuffs  and  of  metals,  the  former 
would  undoubtedly  be  selected.  More- 
over, though  a  country  may  modify  its 
agricultural  activities  it  can  not  change 
its  mineral  resources,  and  so  must  seek 


its  supply  of  metals  from  existing  de- 
posits, whether  domestic  or  foreign. 

Although  the  statement  has  been 
made  that  foreign  trade  is  important  to 
only  two  of  the  five  metals  under  dis- 
cussion, this  should  perhaps  be  quali- 
fied through  a  recognition  of  the  fact 
that  the  great  war  seriously  altered  the 
foreign  and  domestic  demand  for  the 
metals  and  that  the  present  period  of 
economic  readjustment  has  largely  dis- 
torted the  normal  movements  of  some  of 
them.  Consequently,  statisticalrecords 
made  v\  the  first  few  post-war  years, 
1919, 1920,  1921,  furnish  an  unreliable 
criterion  of  future  developments. 

Gold  Movements  Normally  Do  Not 
Affect  Gold  Prices 

Considering  first  the  importance  of 
exportation  of  gold  upon  the  gold 
production  of  the  country,  the  conclu- 
sion may  be  drawn  that  gold,  being  de- 
pendent upon  financial  requirements, 
moves  chiefiy  in  response  to  the  settle- 
ment of  adverse  trade  balances  with 
gold-standard  countries,  and  that  the 
use  of  gold  in  the  arts,  or  commercially, 
is  not  influential  in  affecting  its  price. 
Silver  performs  a  duty  similar  to  that 
of  gold  in  discharging  indebtedness  to 
silver-standard  countries  or  countries 
on  a  gold-exchange  standard,  such  as 
India.  The  movements  of  both  of  these 
precious  metals  are  now  mainly  sub- 
servient to  governmental  regulations, 
though  normally  free  and  according  to 
banking  requirements. 

Restrictions  on  the  external  move- 
ments of  gold  are  more  prevalent  than 
for  silver,  and  there  is  small  likelihood 
of  the  removal  of  these  gold  embargoes 
in  the  near  future,  as  nations  cling  tena- 
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ciously  to  their  gold  reserves.  With  the 
exception  of  the  United  States,  many- 
countries  have  prohibited  the  outward 
movements  of  gold,  and  the  export  of 
silver  can  take  place  only  under  govern- 
ment license.  The  United  States  per- 
mits the  free  exportation  of  silver,  but 
through  a  legislative  enactment,  the 
Pittman  Act,  the  Treasury  Depart- 
ment is  required  to  purchase  up  to 
207,000,000  ounces  of  silver  mined  and 
refined  in  the  United  States  at  one  dol- 
lar per  ounce,  an  amount  of  silver 
that  was  sold  for  the  same  price  during 
the  war.  This  has  virtually  prevented 
exports  of  silver,  as  the  foreign  market 
is  much  below  one  dollar.  All  of  the 
domestic  production  for  the  next  four 
years  will  probably  be  directed  into  the 
vaults  of  the  Treasury,  unless,  of  course, 
an  unlikely  rise  of  silver  in  the  world 
market  to  over  one  dollar  per  ounce 
shoidd  occur. 

Thus,  present  export  trade  in  gold 
and  silver  is  unimportant  to  these  re- 
spective metal-producing  industries. 
Gold  always  commands  $20.67  per 
ounce  regardless  of  export  trade,  and 
domestic  silver  will  find  its  way  into 
the  vaults  of  the  Treasury  for  several 
years  to  come  unless  the  Pittman  Act 
should  be  repealed.  Normally  about 
50  per  cent  of  the  domestic  silver  pro- 
duction is  exported — mainly  to  Asiatic 
countries — and  there  is  hardly  an  in- 
dustry more  dependent  upon  export 
conditions.  Silver's  phenomenal  rise 
in  1918  and  1919  was  due  almost  wholly 
to  the  demand  for  the  metal  for  the 
settlement  of  commercial  balances  with 
India  and  China. 

Export  trade  is  of  varying  impor- 
tance for  the  other  three  metals  in  the 
group,  lead,  zinc  and  copper.  During 
the  war,  foreign  demand  caused  extraor- 
dinarily high  prices  and  greatly  stimu- 
lated production.  Normally,  however, 
export  trade  is  of  much  importance 
to  only  one  of  these  metallic  commod- 


ities, copper.    The  situation  in  each 
metal  will  be  considered  separately. 

FuTUBE  Exports  op  Domestic  Lead 
Doubtful 

Although  the  United  States  produces 
over  one-third  of  the  world's  lead,  and 
about  as  much  as  its  two  chief  competi- 
tors combined,  exports  of  lead  made 
from  domestic  ores  from  the  United 
States  for  the  four  years  prior  to  the 
war  were  negligible.  However,  con- 
siderable quantities  of  lead  from  foreign 
ore  were  exported,  the  production  from 
foreign  ore  and  imports  almost  balanc- 
ing. Most  of  the  imported  lead  comes 
from  Mexico  to  be  refined  in  this  coun- 
try, and  if  not  entered  for  consumption 
maybe  exported — ^the  familiar  principle 
of  the  '*  drawback, "  or  a  freedom  from 
duty  payment,  applying.  The  follow- 
ing table  brings  out  the  pre-war  position 
of  the  lead  industry,  its  record  during 
the  stress  of  war,  and  the  residts  of  two 
years  of  readjustment,  1919  and  1920. 

These  figures  do  not  take  into  con- 
sideration the  export  of  manufactures, 
ammunition  and  articles  in  which  the 
lead  content  is  an  appreciable  item. 
However,  the  domestic  trade  felt  the 
indirect  effect  of  the  lead  consumption 
in  other  industries  during  the  war. 

There  is  little  justification  for  hope  of 
a  change  in  the  export  situation  to  a 
pre-war  basis.  In  1920,  importation  of 
cheap  pig  lead  was  threatened  time  and 
again  and  foreign  pig  lead  in  large 
quantities  actually  did  come  into  the 
country  (27,800  tons  in  ten  months). 
The  difficulty  which  the  United  States 
must  overcome  in  competing  in  the 
well-established  international  lead  mar- 
ket, coupled  with  exchange  difficulties, 
effectually  prevents  a  profitable  de- 
velopment of  the  outward  movements 
of  lead.  Domestic  production  and  con- 
sumption are  expected  to  balance  as 
before  the  war.  The  American  in- 
dustry,  emphasizing  its   inability  to 
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Lead  Pboduction  and  Moyementb^ 
In  Short  T<mt 


Production 

Imported 
Lead  (Ore, 
Bullion*  Re- 
fined) 

Exports 

Year 

From  Domes- 
tic Ores 

From  Foreign 

Ores  and 
Base  Bullion 

From  Domes- 
tic Ores 

From  Foreign 
Ores* 

1910  to  1918  inc. 
1914 

411,700 
584,500 
587,000 
596,200 
579,400 
556,900 
427,800 
471,700 

82,200 
29,800 
48,000 
18,900 
62,800 
100,800 
57,800 
54,000 

84,800 
28,800 
51,400 
85,800 
78,250 
98,600 
71,400 
91,200 

58,700 
88,800 
100,500 
58,700 
41,800 
10,500 
8,000 

70,800 
21,550 

1915 

88,600 

1916 

9,900 

1917 

87,700 

1918 

59,400 

1919 

40,900 

1920 

22,500 

^  This  and  other  statistical  information  has  been  taken  from  the  records  of  the  United 
States  Geotogieal  Survey y  Department  of  Commerce,  Engineering  and  Mining  Journal, 
and  the  Frankfurter  MetattgeseUschqft. 

*  Exdudes  lead  in  manufactures  exported  with  benefit  of  drawback  amounting  to  about 
10,500  tons  annually  prior  to  the  war;  5,000  tons  annually  during  the  war,  and  about 
2,000  tons  in  1919. 


compete  in  other  markets,  is  protected 
under  the  Underwood  tariff  by  a  25 
per  cent  duty  upon  the  metal  in  various 
semi-finished  and  finished  forms  and 
three-fourths  of  a  cent  per  pound  on 
lead  contained  in  imported  ores.  This 
is  greater  protection  than  that  enjoyed 
by  the  copper  and  zinc  industries;  in 
fact,  greater  than  that  accorde  any 
other  important  metal.  Australia, 
Spain,  Germany  and  Mexico  furnish 
strong  competition  for  export  trade  in 
lead,  and  have  been  able  to  produce  the 
metal  at  a  cost  equal  to  if  not  lower 
than  that  in  the  United  States.  Now 
they,  with  the  exception  of  Mexico,  can 
also  benefit  by  exchange  rates. 

Situation    in    Zinc    Expobts  Not 
Encoubaging 

The  zinc  trade  of  the  United  States 
closely  parallels  that  of  lead.  In  pre- 
war years  exports  of  zinc  from  domestic 


ores  were  small;  from  1910  to  1918  in- 
clusive they  averaged  about  6,800  tons 
annually,  or  little  over  2  per  cent  of  the 
domestic  production,  as  the  following 
table  illustrates. 

The  war  demands  for  zinc,  however, 
were  so  insistent  upon  a  large  supply  of 
this  useful  metal  that  domestic  exports 
increased  to  163,100  tons  in  1916  and  to 
158,800  tons  in  1917,  and  although 
there  was  a  sharp  drop  to  80,200  tons  in 
1918,  a  rise  took  place  the  following 
year  to  129,500  tons,  chiefly  on  account 
of  the  idleness  of  one  of  the  world's 
great  zinc  producers  in  Australia.  The 
record  for  1920  appears  well  in  the  ag- 
gregate, 86,000  tons,  but  when  it  is 
considered  that  during  the  last  five 
months  of  1920  exports  had  tapered  off 
to  a  rate  of  about  500  tons  monthly, 
it  is  likely  that  a  reversion  to  a  pre-war 
scale  will  take  place  quickly. 

As  in  the  lead  industry,  much  zinc 
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Zinc  Pboductton  and  Movements 
In  Short  Tons 


Productions 

Imports* 
(Blocks.  Pigs 
and  Sheets) 

Experts 

Year 

From  Domes- 
tic Ores 

From  Foreign 
Ores 

From  Domes- 
tic Ores 

From  Foreign 
Ores* 

1910  to  1918  inc. 
1914 

296,800 
848,400 
458,100 
564,800 
584,600 
492,400 
452,800 
449,000 

14,000 
9,600 
81,400 
104,000 
85,000 
25,500     • 
18,500 
14,000 

4,900 

900 

900 

700 

800 

85 

70 

1} 

6,800 

64,800 

118,600 

168,100 

158,800 

80,200 

129,500 

86,000 

11,100 

9,700 

12,800 

1915 

1916 

48,200 

1917 

66,200 

1918.: 

26,400 

1919 

16,800 

1920 

28,500 

*  There  were  also  imports  of  zinc  in  ore,  which  is  sufficiently  accounted  for  imder  produc- 
tion from  foreign  ores. 

*  Includes  zinc  in  manufactures  exported  with  benefit  of  drawback  amounting  to  about 
4,100  tons  annually  prior  to  the  war,  8,900  tons  annually  during  the  war  and  4,500  tons  in 
1919. 


material  is  imported  to  be  manufac- 
tured and  later  exported,  the  net  result 
of  the  operation  being  to  avoid  the  pay- 
ment of  duty.  Similarly,  the  domestic 
zinc  consumption  is  normally  a  little 
belo^  domestic  production,  and  the 
industry  is  quite  flexible  and  able  to 
meet  sudden  demands  put  upon  it. 
The  zinc  trade  in  the  United  States  en- 
joyed unprecedented  prosperity  during 
the  war,  when  remarkably  high  prices 
were  reached  and  unusually  large  ex- 
ports were  made»  but  it  is  doubtful  if 
a  considerable  proportion  of  this  for- 
eign trade  can  be  held  and  highly 
probable  that  the  ^condition  of  the 
industry  will  revert  closely  to  the 
pre-war  status,  not  only  because  of  the 
difficulties  that  beset  export  trade  in 
general — chiefly  financial  considera- 
tions— ^but  owing  to  the  lower  costs  of 
other  zinc-producing  countries. 

Australia,  Germany  and  Belgium  are 
rapidly  regaining  their  strength,  eager 
to  furnish  competition  in  international 


markets.  The  paralysis  of  the  Aus- 
tralian zinc  industry,  due  to  prolonged 
labor  troubles,  has  passed,  and  already 
this  strong  competitor  is  influencing 
the  international  market.  Germany, 
Belgium,  Great  Britain,  France  and 
Australia  have  well-established  zinc- 
smelting  industries,  and  they  will  do 
everything  to  facilitate  a  return  to 
former  conditions.  The  zinc  trade  in 
the  United  States  has  a  slightly  better 
opportunity  than  the  lead  trade  to 
expand  its  exports,  judging  from  past 
records,  but  it  faces  a  difficiJt  problem 
— one  that  can  be  solved  only  as  the 
general  solution  to  the  problem  of  ex- 
port trade  is  found  and  domestic  costs 
are  lowered.  Competition  was  at  a 
minimum  during  the  war,  and  its  full 
force  has  not  been  felt  by  the  American 
industry  for  many  years.  The  tariff 
on  zinc  is  15  per  cent  on  ores,  slabs, 
blocks  and  pigs — less  protection  than 
the  lead  industry  enjoys,  and  yet  not 
sufficient  to  prevent  tjie  frequent  ti4k 
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of  and  actual  importation  of  zinc  for 
consumption  in  the  United  States. 

Germany,  by  the  terms  of  the  peace 
treaty  and  the  probable  loss  of  Silesian 
deposits  and  smelting  plants,  will  not 
be  able  to  hold  second  place  in  the  zinc 
industry.  The  supply  of  German  ore 
will  be  cut  down  two-thirds,  and  con- 
sidering that  Australian  concentrates 
formerly  shipped  to  Germany  are 
being  diverted  elsewhere,  the  most 
logical  source  of  importation  of  con- 
centrates is  the  United  States  or 
Mexico.  At  all  events,  the  best  op- 
portunity facing  the  American  zinc 
export  trade  lies  in  supplying  the 
Central  Powers,  but  what  measure  of 
success  will  reward  attempts  to  enter 
this  field — Germany  was  formerly  the 
second  largest  consumer  of  zinc  in  the 
world — ^wHl  depend  almost  entirely  on 
the  attitude  that  the  Germans  adopt  to 
the  restoration  of  their  industry  and 
the  facilities  granted  that  almost 
bankrupt  country  byfinancial  interests. 

No  concerted  attempt  is  being  made 
by  the  zinc  trade  to  attack  the  problem 
systematically  through  an  export  as- 
sociation similar  to  that  of  the  copper 
producers,  and  the  industry  is  not  any 
too  well  organized  to  know  how  it 


stands  with  other  countries,  particu- 
larly in  respect  to  costs  and  the  tech- 
nology of  production.  It  has  been 
frequently  pointed  out  that  there  is  an 
unhealthy  secretiveness  in  the  industry 
and  an  unwillingness  individually  to 
cooperate  in  lowering  costs.  Such  an 
attitude  will  not  help  the  industry  in 
expanding  its  foreign  trade,  thereby 
benefiting  itself  and  country.  Perhaps 
also,  because  no  organized  attempt  has 
been  made  by  the  American  zinc  trade 
to  develop  foreign  markets,  export 
trade  in  normal  years  was  relatively 
unimportant.  The  obstacles  to  foreign 
zinc  trade  loom  large,  but  would  un- 
doubtedly repay  study  in  the  endeavor 
to  surmount  them. 

Export  Trade  op  Great  Importance 
TO  THE  Copper  Industry 

There  remains  for  discussion  one 
other  metal  of  the  group,  the  most 
important  from  the  standpoint  of 
production,  utility  and  export  trade 
of  all  of  the  non-ferrous  metals — 
copper.  Its  position  has  grown  stronger 
and  more  important  with  the  develop- 
ment of  the  world's  electrical  industry, 
conciUTcntly  with  the  giant  strides  that 
have  been  made  in  the  progress  of  using 


Copper  Production  and  Movements 
In  Short  Tons 


Year 


Smelter  Produc- 
tion from  Do- 
mestic Ores 


Imports 


Exports 


1910  to  1918  inc. 

1914 

1915 

1916 

1917 

1918 

1919 

19«0 


580,500 
575,000 
694,000 
964,000 
948,000 
954,500 
655,500 
617,500 


187,800 

899,500 

158,000 

420,000 

158,000 

841,000 

281,000 

892,000 

278,000 

568,000 

288,000 

872,000 

214,500 

258,000 

244,000 

805,000 
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more  and  more  electrical  power  each 
year  as  shown  by  the  chart  on  page 
70.  The  set  of  curves  on  page  71 
illustrates   graphically   the   great  in- 
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Total  Copper  Consumption  by  the  World. 
Europe,  Grermany,  Great  Britain  and 
France,  1897-1913  and  by  the  United 
SUtes,  1897-1920 

crease  in  the  world's  production  of 
copper  during  the  twentieth  century. 
Production  has  almost  trebled  the  pre- 
war rate  during  the  war.  The  United 
States  has  had  a  remarkably  rapid 
growth  in  copper  production,  as  the 
curve  indicates,  and  during  the  five 


years  before  the  war  accounted  for  well 
over  60  per  cent  of  the  world's  refined- 
copper  production.  This,  however, 
includes  the  imports  of  crude  copper 
from  Canada,  Mexico  and  South 
American  countries,  shipped  to  this 
country  to  be  refined.  However,  the 
copper  production  of  the  United  States 
itself  has  for  many  years  been  the  larg- 
est in  the  world,  and  there  is  little 
probability  of  this  leadership  being  lost. 
Compared  with  the  relatively  station- 
ary production  of  other  countries,  the 
growth  of  United  States  copper  produc- 
tion has  been  phenomenal. 

It  is  striking  that  the  nation's  agricul- 
tural and  mineral  wealth  in  each  of  four 
important  commodities,  com,  cotton, 
petroleum  and  copper,  is  greater  than 
that  of  any  other  country  and  that  in 
each  product  foreign  trade  developed 
through  the  superabundance  of  our  own 
natural  resources  and  an  effectiveness 
of  labor  which  resulted  in  trade  with 
other  countries  willing  and  anxious  to 
coidsume  this  American  produce. 

As  copper  is  an  indispensable  metal 
in  modem  life,  our  export  trade  in  that 
metal  has  been  a  natural  development 
of  the  effort  of  other  countries  to  pro- 
cure an  adequate  supply.  With  the 
vast  resources  available,  it  has  been 
easy  for  the  American  copper  industry 
to  respond  to  any  demand  put  upon  it, 
whether  a  normal  yearly  growth  in 
consumption  or  an  acute  war  appeal. 
Furthermore,  the  heavy  investment  of 
American  capital  in  South  American 
copper  mines,  and  the  concentration  of 
the  refining  of  South  American,  Cana- 
dian and  Mexican  copper  on  the  Atlan- 
tic seaboard,  have  helped  to  bring  the 
world's  copper  market  into  the  hands 
of  the  United  States  producers,  whereas 
during  the  greater  part  of  the  nine- 
teenth century  the  world's  copper  mar- 
ket was  controlled  by  Great  Britain. 

The  set  of  curves  on  page  71  indicates 
the  world's  production  of  refined  cop- 
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per  and  the  production  of  refined 
copper  and  the  copper  exports  of  the 
United  States.  Ill  pre-war  years,  as 
the  curves  show,  well  over  half  the 
refined  copper  produced  in  the  United 
States  was  exported.  In  1917,  an  im- 
portant war  year  in  which  every  eflfort 
was  being  made  to  speed  production, 
the  ratio  of  exports  was  lower — about 
45  per  cent;  in  1919,  29.1,  and  in  19S0» 
about  84  per  cent.  The  decline  was 
sufficiently  pronounced  to  disturb  the 
industry  seriously,  as  the  domestic 
consumption  was  in  no  condition  to 
take  up  production  on  a  war  scale. 
This  is  well  illustrated  by  the  troubles 
of  the  largest  copper  mines  in  the 
United  States — ^the  "porphyries" — 
which  are  essentially  large-scale  pro- 
ducers and  have  lowest  costs  when 
producing  at  maximum  clipacity.    The 


success  of  their  operation  hinges  largely 
on  a  tremendous  daily  output  of  ore, 
so  that  a  difficult  problem  is  presented 
in  obtaining  the  proper  flexibility  of 
production  required  to  meet  conditions. 
Immediately  after  the  armistice, 
November  11,  1918,  the  copper  pro- 
ducers were  advised  by  the  Govern- 
ment to  maintain  production  at  the  war 
rate  on  the  ground  that  an  armistice  did 
not  imply  a  complete  and  ultimate 
cessation  of  hostilities.  Acting  upon 
this  advice,  production  was  maintained 
at  100  per  cent  of  capacity  to  the  end 
of  the  year — a  short  period  after  the 
Government  had  relinquished  its  in- 
terest in  the  copper  industry's  activi- 
ties. It  was  virtually  impossible  to 
curtail  output  as  quicldy  as  might  have 
been  desired.  A  lessening  of  demand 
ensued,  which,  coupled  with  the  reduc- 
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tion  of  the  excess  ore  produced  at  the 
end  of  1918 — about  four  months'  work 
— soon  supplied  the  industry  with 
heavy  surplus  stocks  that  have  consist- 
ently plagued  the  producers  and  await 
a  foreign  trade  revival  to  be  eliminated. 

The  Work  op  the  Copper  Export 
Association 

The  pre-war  method  of  exporting 
copper  depended  primarily  on  individ- 
ual transactions.  The  liu*gest  copper 
producers  usually  had  representatives 
in  foreign  countries  whose  duty  it  was 
to  take  care  of  their  foreign  business. 
Similarly,  there  were  agents  in  this 
country  of  foreign  consumers  who 
looked  after  their  European  clients' 
copper  requirements.  Competition  in 
foreign  trade  was  keen.  The  war  and 
Federal  legislation  have  changed  all 
this.  Soon  after  the  passage  of  the 
Webb-Pomerene  Act  in  1918,  per- 
mitting combinations  of  enterprises  to 
engage  collectively  in  foreign  trade,  the 
-copper  producers  of  the  United  States, 
realizing  the  advantages  accruing  to 
them  under  this  legislation,  took  steps 
to  organize  a  Copper  Export  Associa- 
tion. This  corporation  has  functioned 
since  December,  1918,  and  has  pro- 
duced the  machinery  necessary  to 
facilitate  export  trade  in  any  volume. 
Practically  all  the  copper  producers  in 
the  United  States  are  members.  To- 
gether they  account  for  about  80  to  85 
per  cent  of  production.  Each  member 
of  the  Copper  Export  Association 
•participates  in  the  business  of  the 
corporation  on  a  production  basis;  that 
is,  the  larger  a  member  company's 
production  the  greater  the  share  of  the 
association's  business  apportioned  to  it. 

The  Copper  Export  Association  has 
had  to  confine  its  operations  chiefly  to 
the  Allied  countries,  where  financial 
arrangements  could  be  more  readily 
concluded.  Political  considerations 
prevented  entering  the  German  field 


with  the  credit  arrangements  pos^Ie 
for  France,  England,  Italy  and  Japan* 
However,  the  association  has  sold  cop- 
per to  Germany  on  a  cash  basis. 

The  financial  arrangements  cover  an 
extension  of  credit  to  European  con- 
sumers for  a  period  of  two  years.  Each 
consumer  has  a  definite  credit  extended 
to  him,  the  amount  depending  on  in- 
dividual circumstances  and  the  finan- 
cial standing  of  the  purchaser.  The 
use  of  bank  acceptances  is  resorted  to  in 
actually  executing  sales,  the  associa- 
tion drawing  on  buyers,  the  commercial 
paper  payable  three  months  after  date 
of  acceptance.  In  addition  to  the 
financial  and  commercial  standing  of 
the  copper  purchaser  acting  as  a  war- 
rant for  payment,  arrangements  have 
been  consummated  whereby  a  group 
of  banks  of  the  highest  standing 
guarantees  the  payment  of  the  drafts  at 
maturity.  The  privilege  of  renewing 
the  drafts  for  one  or  two  additional 
periods  of  three  months  each  is  also 
agreed  upon,  so  that  ultimate  payment 
may  be  deferred  for  nine  months.  The 
Copper  Export  Association  partici- 
pates actively  in  the  foreign  market  and 
makes  its  prices  conform  to  market 
conditions. 

With  its  foreign  representatives,  it 
keeps  closely  in  touch  with  the  require- 
ments of  European  purchasers,  and 
through  the  medium  of  copper  stocks  in 
warehouses  at  important  seaports  such 
as  Liverpool,  Rotterdam,  Bordeaux, 
Hambiu-g,  Bremen,  Havre  and  Ant- 
werp is  enabled  to  fill  each  order 
promptly.  The  association  is  also 
enabled  to  supply  each  consumer  with 
the  particular  brand  of  copper  he  may 
desire.  Although  there  is  practically 
no  substantial  difference  between  the 
various  electrolytic  copper  brands  ship- 
ped abroad,  manufacturers  frequently 
express  a  preference  for  one  particular 
variety.  No  attempt  is  made  to  in- 
crease export  sales  other  than  through 
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the  personal  contact  established  by 
foreign  representatives.  An  important 
feature  of  the  method  of  handling  ex- 
port trade  through  an  export  associa- 
tion is  that  individual  competition  of 
copper  producers — ^that  are  members 
of  the  association — ^in  a  foreign  market 
disappears  and  only  in  the  home  market 
is  competition  keen.  As  with  a  well- 
balanced  team,  the  personal  welfare  of 
the  individual  is  subordinated  to  the 
c(»nmon  good. 

Although  theoretically  one  of  the 
compelling  arguments  in  favor  of  ex- 
port combinations  is  the  reduction  in 
overhead  costs  and  the  elimination  of  a 
duplication  of  effort,  the  point  has  not 
been  attained  where  this  result  has  been 
fully  felt,  owing  mainly  to  the  decline 
in  Uie  volume  of  export  trade.  Maxi- 
mum e£Bciency  in  an  export  combina- 
tion is  attained  only  when  the  volume 
of  exports  is  on  the  scale  for  which  the 
association  was  organized. 

One  circumstance  which  has  affected 
the  Copper  Export  Association's  vol- 
ume of  trade  has  been  the  decline  in  the 
exchanges.  After  a  contract  between 
European  consumer  and  the  association 
has  been  entered  into,  and  payment 
arranged  according  to  the  credit  terms 
outlined,  settlement  must  be  made  in 
United  States  dollars.  When  exchange 
is  increasing,  the  foreign  copper  pur- 
chaser can  advantageously  ^scharge 
his  obligation  at  a  future  date,  but 
when  exchange  declines  a  larger  pay- 
ment in  pounds  sterling,  or  francs, 
as  may  be,  is  exacted.  The  purchaser 
takes  sole  responsibility  for  the  fluctua- 
tions in  exchange,  and  hence  a  certain 
amount  of  speculation  is  introduced  in 
purchases. 

Some  criticism  of  the  Copper  Export 
Association  has  been  made  abroad  on 
the  ground  that  it  is  attempting  to  con- 
trol prices  arbitrarily  and  the  conclu- 
sion reached  that  its  attempt  is  doomed 
to  failure.    Such  a  criticism  neglects 


to  take  into  consideration  the  fact  that 
copper  can  be  obtained  in  the  United 
States  in  rather  large  quantities  out- 
side of  the  association  and  that  Euro- 
pean purchasers  do  not  have  to  avail 
themselves  of  the  facilities  offered  by 
the  Copper  Export  Association.  Criti- 
cisms of  the  sales  policy  adopted  have 
also  been  made,  but  as  in  such  matters 
a  wide  divergence  of  opinion  is  natural, 
this  criticism  is  not  of  material  force. 
Thus,  American  producers  were  criti- 
cized for  holding  their  copper  at  19 
cents  per  pound  in  1920  without  mak- 
ing sales  and  then  subsequently  having 
to  unload  large  quantities  on  the 
market  at  18  and  14  cents.  In  ex- 
planation it  may  be  said  that  producers 
were  animated  largely  by  the  impres- 
sion that  a  decrease  in  price  would  not 
result  in  pronounced  increase  in  sales. 
Furthermore,  the  heavy  sales  of  copper 
made  earlier  in  the  year  were  suflScient 
in  volume  to  take  care  of  practically  the 
entire  year's  business,  so  that  there  was 
no  incentive  later  on  to  enter  actively 
into  the  market  only  to  slash  prices. 
There  were  also  the  consideration  due 
purchasers  of  copper  at  the  higher 
prices  and  the  protection  of  their  in- 
terests which  fair  trading  demanded. 
As  later  events  indicated,  this  policy 
was  essentially  sound.  It  is  un- 
fortunate that  ill-advised  criticism 
shoidd  have  been  directed  against  the 
association.  To  function  properly,  the 
Copper  Export  Association  requires  the 
good  will  of  foreign  consumers,  and  con- 
cessions  must  be  made  by  both  parties 
if ,  as  in  all  trading,  a  mutually  satis- 
factory bargain  is  to  be  struck. 

An  Analysis  of  Copper  Exports 

In  analyzing  the  normal  foreign 
trade  in  copper  and  the  more  impor- 
tant copper  manufactures,  Europe  is 
found  to  be  the  largest  consumer, 
taking  about  95  per  cent  of  (export 
shipments.    Germany  and  The  Neth- 
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erlands  were  ostensibly  the  best  cus- 
tomers, together  accounting  for  over 
one-half  of  the  European  purchases  of 
American  copper.  Sales  to  France, 
Italy,  England,  Austria-Hungary  and 
Denmark  were  also  important,  and  al- 
though individually  not  comparable  to 
the  volume  of  Germany's  purchases, 
materially  swelled  the  aggregate 
amount.  The  following  table  is  in- 
tended to  exhibit  the  heavy  European 
copper  purchases  from  United  States 
producers: 


The  Netherlands,  Denmark,  Belgium, 
Scandinavian  countries  and  possibly 
Austria-Hungary  should  be  considered. 
A  warrantable  estimate  of  pre-war 
American  copper  imports  into  Ger- 
many would  be  500,000,000  to  550,- 
000,000  pounds  per  annum;  yet  in  1920 
only  about  120,000,000  pounds  of  cop- 
per were  purchased  for  that  country. 
The  logical  effect  of  this  drop  in  sales 
to  a  copper  industry  tuned  to  the 
greater  rate  of  purchases  is  apparent. 
A  large  proportion  of  German  copper 


ExpoBTB  OF  Metallic  Coppeb  fbom  the  Untted  States  in  Pounds 
Exports  in  Per  Cent  of  United  States  Production 


(A) 

Expo 

Year 

To  England 

(A) 

1910 

98,000,000 

6.8 

1911 

108,000,000 

7.5 

1912 

95,000,000 

6.1 

1913 

84,000,000 

2.1 

1914 

198,000,000 

12.9 

1916 

201,000,000 

12.8 

1916 

178,000,000 

7.7 

1917 

878,000.000 

15.8 

1918 

252,000,000 

10.4 

1919 

106,000,000 

5.9 

1920 

101,500,000 
To  Nether- 

6.5 

Year 

lands 

(A) 

1910 

222,000,000 

16.2 

1911 

281,000,000 

16.0 

1912 

158,000,000 

9.7 

1918 

179,000,000 

11.1 

1914 

126,000,000 

8.2 

1915 

4,000.000 

.2 

1916 

1917 

1918 

1019 

1020 

84,000.000 

2.2 

To  France 

(A) 

116,000,000 

8.1 

185,000,000 

9.4 

131,000,000 

8.4 

160,000,000 

9.9 

150.000,000 

9.8 

286,000,000 

14.6 

818,000,000 

14.1 

366,000,000 

15.1 

266,000,000 

10.9 

89,000,000 

5.1 

120,000,000 

7.6 

To  Italy 

(A) 

84,000,000 

2.4 

88,000,000 

2.7 

47,000,000 

8.0 

41,000,000 

2.6 

67,000,000 

4.4 

107,000,000 

6.6 

98,000,000 

4.8 

158,000,000 

6.8 

122,000,000 

5.0 

65,000,000 

8.7 

770,000 

0.5 

To  Germany 

(A) 

176.000,000 

12.2 

190,000.000 

18.8 

262,000,000 

16.2 

807,000.000 

19.0 

177,000,000 

11.5 

85,000,000 

6.4 

Total  Exports 

(A) 

708,000,000 

48.4 

787,000,000 

66.0 

776,000,000 

40.5 

926,000,000 

67.4 

840,000,000 

64.8 

682,000.000 

41.8 

784,000,000 

84.8 

1,126.000.000 

46.5 

744,000.000 

80.7 

616,000.000 

29.3 

610.000.000 

37.8 

In  pre-war  years  Austria-Hungary  imported  about  85,000,000  lb.  United  States  copper,  and 
Belgium  7.000,000  lb.,  annually. 


It  is  now  generally  conceded  that  the 
heavy  pre-war  purchases  of  The  Neth- 
erlands were  for  German  consumption, 
seaports  in  Holland  merely  acting  as 
points  of  entry  to  the  Continent. 
Denmark's  copper  imports  were  made 
with  a  similar  purpose.  Thus,  to 
obtain  the  true  significance  of  Ger- 
man copper   importations,    those   of 


consumption  was  for  the  munition 
industry,  but  the  basis  of  the  large  cop- 
per imports  was  predicated  on  a  highly 
developed  electrical  industry  which 
combed  the  world's  markets  for  its  ex- 
port electrical  trade  and  used  great 
amounts  of  raw  copper  in  electrical 
manufactures.  Germany  is  at  the 
heart  of  the  copper  export  situation. 
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and  any  real  stability  to  the  export 
market  is  not  to  be  expected  until  con- 
ditions in  that  country  permit  buying 
copper  at  approximately  the  pre-war 
rate. 

The  economic  influences  which  de- 
press copper  trade  with  other  nations 
(particulfiurly  fluctuating  exchange 
rates)  are  stressed  to  a  much  greater 
degree  in  trade  with  Germany.  Politi- 
cal and  industrial  uncertainties  pro- 
hibit stabilizing  the  copper  export  trade 
with  Germany  to  the  same  extent  as 
with  other  European  countries.  The 
fixing  of  the  indemnity,  and  the  proper 
functioning  of  German  industrial  life 
under  definite  reparations,  will  do 
much  to  bring  Germany  back  to  pre- 
war importance  in  the  copper  trade. 

Although  the  prosperity  of  the 
American  copper  producers  is  de- 
pendent largely  upon  the  foreign  de- 
mand for  the  metal,  and  the  industry 
is  bound  to  be  depressed  by  an  absence 
of  such  a  demand  in  customary  volume, 
the  future  outlook  for  copper  is  ex- 
ceptionaUy  bright.  The  world  is  living 
in  an  electrical  age,  and  expansion  in 
the  use  of  electrical  apparatus  of  all 
kinds,  the  utilization  of  the  vast  water- 
power  resources  in  the  United  States 
and  abroad,  and  a  consequent  de- 
crease in  dependence  upon  coal  as  a 
fuel  will  do  much  to  f luther  the  de- 
mand for  this  cheap  and  efficient  con- 
ductor of  electricity.  Some  competi- 
tion there  will  be  from  aluminum,  an- 
other excellent  conductor,  but  the  use 
of  aluminmn  is  feasible  only  when  the 
price  of  that  metal  is  less  than  twice  the 
price  of  copper.  Hand  in  hand  with 
the  development  of  electrical  power 
must  proceed  the  necessary  financing 
of  various  hydro-electric  and  electrifi- 
cation projects,  to  which  liberal  finan- 
cial assistance  must  be  given  by  na- 
tions in  a  position  to  relieve  the  acute 
fiscal  embarrassments  of  European 
countries.    Foreign   trade   in   copper 


thus  depends  upon  events  that  must 
progress  together.  It  is  folly  to  take  a 
disinterested  attitude  of  detachment 
from  the  financial  affairs  of  Europe. 

The  export  trade  generally  in  all 
non-ferrous  metals  produced  in  Amer- 
ica, and  in  copper  particularly,  does 
not  depend  upon  some  advantage 
gained  during  the  war,  or  on  the  finan- 
cial and  industrial  helplessness  of  other 
nations,  but  upon  the  bountiful  mineral 
resources  of  the  United  States,  the 
efficient  way  they  are  mined  and  re- 
duced, and  the  leadership  of  the  United 
States  in  the  world's  production  [of 
most  of  these  metals.  Foreign  trade 
has  been  but  a  logical  outcome  of  the 
inherent  advantage  that  our  abundant 
natural  resources  have  given  us. 

.  The  problem  of  the  copper  industry 
is  not  one  in  which  the  loss  of  export 
trade,  in  part  or  in  whole,  is  at  stake, 
but,  rather,  how  the  present  obstacles 
that  hinder  foreign  trade  may  be  over- 
come quickly.  Exchange  difficulties 
are  the  root  of  the  trouble.  Some 
manufacturers  have  circumvented  the 
disadvantage  of  present  exchange  re- 
lationships by  resorting  to  direct 
barter.  Trading  American-made  steam 
locomotives  for  Roumanian  oil  was 
an  example.  It  is  also  understood 
that  shipments  of  copper  were  made  to 
Germany  to  be  fashioned  into  export- 
able manufactiu*es  and  then  turned 
back  into  the  hands  of  the  shipper 
financing  the  operation.  Such  methods 
as  these  are  but  temporary  expedients 
that  will  be  gradually  subordinated  to 
the  more  convenient  arrangements 
existing  prior  to  the  war. 

Conclusion 

As  before  stated,  foreign  trade  is 
normally  directly  important  in  only 
two  of  the  five  metals  under  discussion 
— copper  and  silver;  for  the  others — 
lead,  zinc,  and  gold — export  trade  is 
not  a  directly  important  factor.    This 
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does  not  imply  that  it  is  not  within  the 
reach  of  the  producers  of  these  metals. 
It  is  to  the  credit  of  the  copper  produc- 
ers that  they  have  presented  an  ahnost 
unified  front  to  the  problem  of  export 
trade  and  have  an  organization  au- 
thorized by  recent  legislation  to  solve 
it.  The  copper  producers  have  been 
quick  to  see  their  predicament  and  to 
take  the  best  procedure  to  remedy  it. 

The  lead  and  zinc  producers  have  al- 
ready become  timorous  and  are  begin- 
ning to  clamor  for  a  higher  protective 
tariff.  This  does  not  augur  well  for 
the  ability  of  either  of  these  industries 
to  enter  the  international  market. 
Raising  the  tariff  on  imports  will 
probably  provoke  retaliatory  measures 
on  the  part  of  Europe  and  make  it 
more  difficult  to  compete.    The  grad- 


ual awakening  of  the  zinc  industry,  the 
internal  cooperation  of  the  domestic 
zinc  producers  through  the  medium  of 
their  own  organization,  the  American 
Zinc  Institute,  in  an  effort  to  compare 
and  lower  costs,  will  do  much  to  help 
the  industry  in  both  local  and  foreign 
markets.  But  underneath  all  efforts 
to  establish  export  trade  stand  the 
general  economic  conditions  which 
hamper  its  development. 

For  the  non-ferrous  metal  trade  the 
lack  of  exports  at  any  time  will  not  be 
a  calamity,  for,  viewed  from  the  stand- 
point of  conservation  of  America's 
mineral  resources,  our  irreplaceable 
deposits  of  copper,  lead,  zinc  and  other 
metals  will  be  conserved  for  posterity. 
In  the  meantime  domestic  wants  can 
be  adequately  supplied. 


Mexico  as  a  Field  for  American  Trade  Expansion 

By  Thomas  R.  Tatlob 

Chief,  Latin  American  Division*  Bureau  of  Foreign  and  Domestic  Commerce 

and 
Bernard  H.  Noll 

Assistant  Trade  Commissioner,  Mexico  City 


IT  seems  very  probable  that  Mexico 
has  emerged  from  the  long  period 
of  social  and  political  readjustment 
through  which  it  has  been  passing 
since  the  Diaz  regime.  The  decade 
since  the  dictatorship  has  brought 
many  changes  that  on  the  whole 
are  favorable.  Mining,  manufacturing 
and  commerce  have  increased;  the 
peons  have  been  given  greater  liberty 
and  opportunity;  and  latent  strengths 
and  weaknesses  of  the  democracy  have 
been  brought  to  light.  Undoubtedly 
there  is  now  a  more  democratic  Mexico, 
a  more  practical  Mexico  and  a  Mexico 
of  more  immediate  potential  power 
than  at  the  beginning  of  the  revolu- 
tionary difficulties. 


It  woidd  appear  that  the  elements 
of  continued  discord  have  finally  been 
pacified  and,  what  is  most  impor- 
tant, voluntarily  so.  Observers  state 
that  all  are  thoroughly  weary  of  dis- 
order and  tiu-moil  and  are  anxious  to 
follow  capable  leadership.  Every  in- 
dication is  to  the  effect  that  such  lead- 
ership has  been  found.  The  period  of 
the  provisional  presidency  has  passed 
without  unfavorable  developments. 
The  newly  inaugurated  president  is  a 
person  of  strong  personaUty  and  execu- 
tive ability  and  appears  to  have  the 
confidence  of  the  republic  and  of  for- 
eign nations.  Accordingly,  there  seems 
Uttle  reason  to  doubt  that  Mexico  is 
now  entering  upon  a  period  of  enjoy* 
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ment  of  peace  and  of  the  economic 
benefits  derived  from  its  internal  so- 
cial reorganization.  Mining  companies, 
banks,  exporters,  manufacturers  and 
others  are  laying  their  plans  upon  the 
supposition  that  this  is  true.  Commer- 
cial travelers  are  crossing  the  border 
in  ever  increasing  numbers;  delegations 
representing  chambers  of  commerce 
of  various  cities  of  United  States  are 
touring  the  country;  transportation 
service  is  beii^  renewed  or  increased; 
and  mines,  branch  banks  and  other 
foreign  enterprises  are  being  reopened 
or  initiated. 

If,  as  appearances  indicate,  Mexico 
has  entered  upon  a  peaceful  period  of 
economic  development  it  offers  a  field 
for  American  trade  expansion  that  is 
perhaps  the  most  favorable  in  the 
world.  There  are  several  reasons  for 
this:  (1)  Mexico  is  not  passing  through 
a  financial  crisis  such  as  is  foimd  in 
many  of  the  countries  of  the  world^; 
moreover,  the  exchange  between  Mex- 
ico and  United  States  is  not  imf avor- 
able  to  Mexican  purchases,  whereas  it  is 
very  difficult  for  most  countries  to  buy 
in  the  United  States;  (2)  the  proximity 
of  Mexico  is  an  advantage  and  (3)  the 
wants  of  Mexico  are  varied,  and  the 
market  is  therefore  attractive  to  almost 
all  classes  of  exporters. 

A  critical  financial  situation  is  faced 
by  many  countries  considered  by 
American  exporters  as  possible  fields 
for  trade  expansion.  There  have  been 
failures  of  mercantile  houses  and  banks 
and,  in  certain  coimtries,  notably  Cuba, 
it  has  been  necessary  to  establish  a 
moratorium.  The  causes  of  these  con- 
ditions are:  the  declining  prices  of 
export  commodities,  thus  indicating 
previous  over-speculation  and  decreas- 

1  During  December  and  January  a  crisis 
am^iifitJwg  almost  to  a  panic  swept  over  Mexico, 
resulting  in  the  closure  of  several  banks  and  a 
decrease  in  ord^s.  However,  this  condition  ap- 
pears temporary  and  not  as  serious  as  in  other 
oouii  tries. 


ing  the  purchasing  power  of  the  people; 
the  decline  in  prices  of  import  com- 
modities, embarrassing  merchants  who 
contracted  for  goods  at  high  price 
levels;  failure  of  the  countries  to  secure 
foreign  loans;  and  unfavorable  ex- 
change conditions.  But,  in  the  case 
of  Mexico,  there-was  no  extensive  spec- 
ulation and  there  was  not  the  same 
degree  of  dependence  upon  a  few 
export  conmiodities  so  that  the  world- 
wide slump  has  not  been  felt  so  severely, 
though  hundreds  of  mines  have  closed 
and  other  industries  have  accepted 
decreased  profits.  Nor  had  the  mer- 
chants of  Mexico  contracted  for  such 
large  quantities  of  goods  as  those  of 
many  other  countries,  and  therefore 
the  price  recessions  did  not  a£Fect  them 
so  seriously  or  lead  to  such  widespread 
cancellations  of  orders.  Furthermore, 
Mexican  exchange  has  been  stable  and 
consequently  it  is  relatively  easy  to 
make  foreign  purchases.  If  its  con- 
dition is  contrasted  with  that  of 
Argentina,  where  the  peso  is  at  a  dis- 
count of  33  per  cent  on  the  dollar,  it  is 
seen  that  the  American  commercial 
traveler  will  have  considerably  less 
difficulty  in  making  sales  in  Mexico. 

Mexico  has  been  likened  to  a  cornu- 
copia whose  concave  side  faces  the 
Gulf  coast  of  the  United  States  and 
whose  mouth  borders  the  United 
States  for  over  1,800  miles.  In  spite 
of  the  desert  that  in  part  intervenes, 
the  natural  lines  of  trade  of  Mexico 
are  with  the  United  States.  Railroads 
cross  the  border  at  several  points.  The 
distance  across  the  Gulf  between  Vera 
Cruz  and  Galveston  or  New  Orleans  is 
easily  covered  by  a  freight  steamer  in 
four  to  five  days.  This  decreases  the 
packing  problem  in  the  minds  of  the 
American  exporter;  in  fact  to  judge  by 
results  he  loses  his  apprehension  so  far 
as  to  become  inexcusably  careless. 
Representatives  can  be  sent  quickly 
and  cheaply  to  guard  the  exporter's 
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interest.  Communication  is  rapid  and 
there  is  little  loss  through  delayed 
or  garbled  cables.  Misunderstandings 
over  quotations,  orders  and  deliveries 
do  not  easily  occur,  or  if  they  do  occur, 
they  can  be  quickly  adjusted.  All  of 
these  factors  make  the  Mexican  mar- 
ket very  accessible  and  attractive  to 
exporters  and  especially  to  that  large 
group  which  knows  but  little  of  prac- 
tical exporting. 

Another  feature  that  renders  Mexico 
of  interest  to  almost  every  class  of 
manufacturer  and  exporting  house  is 
its  demand  for  goods  of  all  descriptions. 
It  is  a  land  of  torrid  heat  and  biting 
cold;  of  dripping  rain  and  sun-swept 
sand;  of  forest  and  grassy  plain;  of 
mines,  plantations,  grazing  lands,  limi- 
ber  camps,  fisheries  and  manufactures; 
of  imtamed  Indians  and  cultured  rich. 
In  it  are  represented  all  contrasts;  and, 
since  it  is  a  nation  with  an  area  of^ 
767,000  square  miles  and  a  population 
of  15,000,000  inhabitants,  its  demands 
are  great. 

Complete  statistics  covering  Mexico's 
trade  have  not  been  published  since 
1913,  and  the  accuracy  of  the  summar- 
ies appearing  since  that  time  is  open 
to  question.  According  to  the  official 
statement,  however,  Mexico's  imports 
in  1918  totaled  164,470,035  pesos,  the 
United  States  contributing  86  per  cent. 
During  the  first  ten  months  of  this 
year,  the  United  States  exported  goods 
to  Mexico  to  the  value  of  about 
$152,000,000.  Prominent  among  the 
exports  to  Mexico  from  the  United 
States  are  foodstuffs,  such  as  lard, 
milk,  flour  and  sugar;  textiles;  iron  and 
steel  and  manufactures  thereof;  lum- 
ber; petroleum  products;  coal;  agricul- 
tural and  mining  machinery;  auto- 
mobiles. The  country's  needs  during 
the  next  few  years  for  these  and  other 
products  will  be  greatly  increased.  Its 
railroads  and  highways  must  be  re- 
habilitated; new  construction  work  of 


all  kinds  is  being  inaugurated;  the 
mines  and  oil  wells  will  require  machin- 
ery and  tools;  plantations  and  farms 
will  require  agricultural  machinery, 
pumps  and  engines;  and  the  market 
for  foodstuffs,  wearing  apparel,  toilet 
articles  and  other  goods  will  increase 
with  peace  and  consequent  prosperity. 

In  doing  business  with  Mexico, 
however,  American  exporters  may  en- 
counter a  few  obstacles  which,  it  is 
believed,  are  mostly  temporary  and 
will  disappear  with  the  gradual  devel- 
opment of  the  country  and  the  realiza- 
tion of  the  plans  of  the  new  adminis- 
tration. Among  the  chief  hindrances 
to  the  development  of  business  with 
Mexico  may  be  mentioned  the  lack  of 
banking  facilities,  the  credit  situation, 
the  need  of  loans  for  the  reconstruction 
of  highways,  railroads,  telegraphs,  et 
cetera;  possible  legislation  affecting 
trade;  and  the  development  of  manu- 
facturing in  Mexico  that  would  com- 
pete with  imported  products. 

For  several  years  the  banking  insti- 
tutions in  Mexico  have  been  in  a  more 
or  less  disorganized  condition,  and  until 
recently  few  banks  have  been  able  to 
continue  business  except  in  the  City  of 
Mexico.  During  the  revolutionary 
period  the  banks,  fearing  raids  and 
robbery,  were  obliged  to  send  the  larger 
part  of  their  capital  and  deposits  out 
of  the  country.  jFor  this  reason  exorbi- 
tant rates  of  interest  had  to  be  charged 
on  the  small  amoimt  of  money  retained. 
Under  the  old  laws  in  Mexico,  three 
distinct  classes  of  banking  institu- 
tions were  created :  the  mortgage  banks, 
banks  of  issue,  and  banks  of  promotion. 
The  two  mortgage  or  loan  banks  have 
been  able  to  continue  doing  business, 
but  are  under  government  supervision. 
The  banks  of  issue  which  were  required 
by  law  to  have  a  certain  amoimt  of 
reserves  and,  failing  to  comply,  were 
taken  over  by  the  government  are  not 
now   operating.     Except   for   a   few 
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private  concerns,  which  handle  drafts 
and  do  some  banking  throughout  the 
republic,  the  only  important  institu- 
tions are  foreign  banks  established  in 
Mexico  City.  During  the  last  few 
months,  however,  banking  operations 
have  been  resumed  or  inaugurated. 
Favorable  banking  legislation  has  been 
introduced  into  the  Mexican  Congress, 
and  it  is  felt,  therefore,  that  the  coim- 
try  will  soon  have  an  excellent  banking 
system. 

The  American  exporter  has  been 
rather  skeptical,  and  perhaps  unneces- 
sarily so,  about  Mexican  credits.  He  has 
made  his  competition  with  European 
merchants  more  diflScult  by  demand- 
ing cash  with  order,  sight  drafts  against 
documents  in  New  York,  draft  agfdnst 
documents  upon  arrival  of  shipment 
at  border,  or  other  exacting  terms. 
While  Mexican  banking  facilities  have 
not  been  so  good  as  could  be  desired, 
long  established  and  well-known  houses 
have  earned,  and  should  be  given,  as 
much  consideration  as  those  of  any 
other  coimtry.  The  financial  respon- 
sibility of  these  houses  can  be  ver- 
ified through  reliable  credit  agencies, 
the  American  Chamber  of  Commerce 
in  Mexico,  and  American  banks  in 
Mexico  City.  When  the  European 
exporter  is  willing  to  give  from  four  to 
six  months'  credit  to  houses  of  known 
reliability,  it  would  appear  that  the 
American's  demand  for  cash  with  order 
is  unwarranted,  and  in  fact,  many 
Mexicans  have  called  it  insulting.  The 
agent  or  representative  of  the  American 
house  in  Mexico  should  be  given  the 
right  to  use  his  judgment  in  granting 
credit  in  accordance  with  the  custom 
of  competitors. 

One  of  the  greatest  requirements  of 
the  new  regime  in  the  reconstruction 
of  the  coimtry  is  adequate  financial 
assistance.  In  natural  resources  Mex- 
ico is  probably  one  of  the  richest  coun- 
tries of  all  Latin  America;  moreover. 


the  development  of  its  resources  is 
well  advanced.  The  silver  and  gold 
mines  have  been  worked  for  centuries; 
antimony,  copper,  lead,  iron,  coal  and 
other  minerals  have  been  found  and 
exploited.  The  production  of  petro- 
leum is  second  only  to  that  of  the 
United  States,  and  its  possibilities  can 
only  be  surmised.  The  forests  of  hard- 
woods in  the  south  of  the  republic 
have  scarcely  been  touched,  and  Mex- 
ico's varied  climate  and  rich  soil  allow 
for  greater  agricultural  development. 
Grains,  legumes,  cotton,  tobacco,  sugar, 
potatoes,  coffee  and  cacao  are  now 
grown  in  large  quantities,  and  fruits 
and  vegetables  are  produced  in  suffi- 
cient amounts  to  supply  the  country. 
The  revenue  received  by  the  govern- 
ment is  now  more  than  it  has  ever  been, 
and  it  is  believed  that  with  a  stable 
financial  policy,  interest  charges  on 
the  foreign  debt  can  be  more  than 
met. 

Perhaps  the  most  pressing  problem 
of  the  country  b  the  repair  of  roadbeds 
and  the  replacement  of  railroad  equip- 
ment. Little  economic  progress  can 
be  made  until  the  railroad  situation  is 
improved.  Some  equipment  has  al- 
ready been  delivered,  and  some  repair 
and  new  construction  work  has  been 
started,  but  large  sums  must  be  ad- 
vanced to  and  expended  by  the  gov- 
ernment before  any  appreciable  im- 
provement is  made. 

With  each  successive  administration 
in  Mexico,  new  laws  are  projected  and 
put  into  operation,  and  the  late  Presi- 
dent Carranza  promulgated  an  entirely 
new  constitution  which  became  effec- 
tive May  1,  1917.  On  December  1, 
1920,  President  Obregon  took  the  oath 
of  office,  and  it  is  to  be  expected  that 
he  will  continue  the  custom  of  his  pred- 
ecessors of  issuing  decrees  and  enact- 
ing new  laws.  Former  Provisional 
President  de  la  Huerta  had  extraordi- 
nary powers  permitting  him  to  issuQ 
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decrees  at  pleasure,  and  considerable 
legislation  was  put  in  force  through  the 
use  of  these  powers  during  his  admin- 
istration. New  educational,  agrarian, 
banking,  mining,  petroleum  and  tariff 
laws  have  been  passed  or  are  in  process 
of  legislation,  and  these  developments 
should  be  closely  watched  by  Ameri- 
cans in  order  that  they  may  keep  in- 
formed as  to  what  legislation  may 
interfere  with  or  expedite  the  flow  of 
business.  Protective  tariff  legislation 
in  particular  is  of  the  greatest  interest 
to  the  American  exporter. 

At  the  present  moment  labor  in 
Mexico  is  rather  unsettled,  but  it  is 
jcomparatively  cheap,  and  the  number 
of  articles  that  can  be  manufactured  in 
.Mexico  in  competition  with  American 
products  is  very  great.  The  United 
States  can  not  compete  with  the  native 
manufactures  of  such  articles  as  the 
cheaper  grades  of  textiles.  The  large 
variety  of  fruits  and  vegetables  raised 
in  Mexico  will  permit  the  establish- 


ment of  more  important  canning  indus- 
tries. There  are  now  saddle  and  leather 
manufactures;  sugar  refineries;  tobacco 
factories;  factories  for  making  soap, 
gold  and  silver  ornaments,  soft  drinks> 
wearing  apparel  and  numerous  other 
things  of  less  importance.  As  these 
industries  increase  in  output  so  that 
the  home  markets  can  be  conveniently 
supplied,  import  tariffs  will  be  estab- 
lished to  prevent  foreign  competition. 
Such  legislation  may  inconvenience  in- 
dividual exporters,  but  it  is  difficult  to 
conceive  of  any  legislation  or  other 
obstacle  that  can  prevent  increase  in 
exports  from  the  United  States  to 
Mexico.  Between  1909  and  1919  the 
value  of  exports  increased  from  $49,- 
798,823  to  $181,455,101  or  160  per 
cent,  in  spite  of  revolutions,  the  world 
war,  and  other  unfavorable  factors. 
It  is  safe  to  predict  that  during  the 
next  decade  the  increase  will  be  much 
larger,  in  spite  of  declining  valuations 
.  of  declared  exports. 


The  Present  Outlook  for  United  States'  Trade  with 

Germany 

By  J.  Anton  db  Haas,  Pfl.D. 
Professor  of  Foreign  Trader  Graduate  Sdiodl  of  Business  Administration,  New  York  University 


TRADE  does  not  develop  naturally 
between  Xwo  countries  technic- 
ally in  a  state  of  war.  The  War  Trade 
Board  ruling  814  was  amended  on 
July  8, 19£0,  so  as  to  allow  "  all  persons 
in  the  United  States  on  or  after  July  8, 
19£0,  to  trade  and  communicate  with 
all  persons  with  whom  trade  and  com- 
munication are  prohibited  by  the  Trad- 
ing with  the  Enemy  Act,"  but  the 
legal  status  of  contracts  between  Amer- 
ican and  German  citizens  and  the  de- 
gree of  protection  which  their  property 
would  enjoy  are  subject  to  much  un- 
certainty. 

Germany,   from   her   side,   has   in 


many  ways  facilitated  American  busi- 
ness. No  forced  liquidation  of  Amer- 
ican firms  has  taken  place  during  the 
war,  and  the  law  of  April  21,  19£0, 
provides  for  the  reinstatement  of  for- 
eign patents  and  announces  that  the 
period  from  August  1, 1914,  to  July  31, 
1919,  will  not  be  counted  as  part  of  the 
legal  duration.  The  fact  that  through 
our  failure  to  ratify  the  Treaty  of 
Versailles  we  forfeited  the  benefits  as- 
sured under  §297,  with  the  residt  that 
American  firms  in  Germany  are  now 
subject  to  the  payment  of  the  Reichs- 
noUypfer^  is  embarrassing  to  those 
firms,  but  does  not  seriously  interfere 
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with  trade.  An  efiPective  channel  of 
trade  information  has  been  reestab- 
lished through  the  American  Associa- 
tion of  Commerce  and  Trade  of  Berlin, 
which  recently  has  opened  offices  in 
New  York  under  the  name  The  Amer- 
ican Chamber  of  Commerce  of  Berlin, 
and  whose  official  organ.  Transatlantic 
Trade,  is  devoted  to  German-American 
trade  information. 

Whether  a  rapid  revival  of  trade  can 
be  expected  after  peace  is  finally  de- 
clared and  i^ether  this  trade  will  hold 
out  lai^  benefits  to  American  indus- 
try are  questions  which  can  only  be 
tentatively  answered  after  a  considera- 
tion of  the  principal  factors  involved. 

Germany's  unfavorable  commodity 
balance  of  some  $100,000,000  m  1918  is 
largely  accoimted  for  by  the  income  of 
the  German  merchant  marine,  which 
at  that  time  represented  approxi- 
mately 10  per  cent  of  the  total  world 
tonnage,  and  by  the  income  of  foreign 
investments.  The  reduction  of  the 
merchant  marine  to  800,000  gross  tons, 
the  loss  of  the  colonies,  the  liquidation 
of  oversea  investments,  the  confisca- 
tion of  trademarks  and  patents,  and 
ike  destruction  of  marketing  organiza- 
tions have  cut  into  the  means  formerly 
available  to  Germany  for  the  payment 
of  its  imports.  German  imports  must 
in  the  future,  to  a  larger  degree  than 
before  the  war,  be  paid  for  by  exports. 
The  higher  the  payment  exacted  under 
the  terms  of  the  Peace  Treaty,  and  the 
lower  the  price  at  which  commodities 
wiU  be  accepted  in  liquidation  of  the 
debts,  the  greater  the  flood  of  com- 
modities from  Germany  must  be. 

Raw  Material  Ibiforts 

Territorial  losses  will  compel  Ger- 
many to  import  a  larger  share  of  its 
raw  material.  In  order  to  maintain 
its  iron  industry  on  the  same  basis  as 
in  1918,  assuming  that  the  building  of 
new  factories  will  equalize  the  loss  of 


the  Alsace-Lorrame  and  Silesia  plants* 
Germany  will  now  be  obliged  to  im- 
port at  least  85,000,000  tons  of  ore 
yearly  as  compared  with  14,000,000 
tons  before  the  war.  The  reduction  in 
population  resulting  from  territorial 
and  war  losses  would,  imder  normal 
conditions,  have  meant  a  decrease  in 
the  import  of  foodstuffs.  The  falling 
off  of  domestic  production  resulting 
from  war  neglect,  lack  of  fertihzer  and 
diminished  labor  efficiency,  combined 
with  territorial  losses,  make  Germany 
at  present,  more  than  ever,  dependent 
upon  the  outside  world. 

The  amount  which  Germany  must 
import  in  raw  material  and  foodstuffs 
in  order  to  reestablish  a  normal  eco- 
nomic life  is  still  further  increased  by 
the  total  exhaustion  of  all  reserve  stocks. 
Economically,  Germany  is  Uving  a 
hand-to-mouth  existence,  and  it  can 
not  return  to  a  normal  economic  life 
until  the  stocks  necessary  to  give  in- 
dustry and  commerce  stabihty  have 
been  replenished,  and  the  machinery  of 
industry  and  transportation  has  been 
restored  to  its  full  productive  capacity. 
The  American  business  man  must, 
therefore,  realize  that  the  country 
which  has  always  been  represented  to 
him  as  his  most  dangerous  trade  rival 
is  now  placed  in  the  position  where  its 
former  enemies  exert  themselves  to 
force  it  to  increase  its  exports  of  manu- 
factured goods  and  to  restrict  its  im- 
ports to  necessary  raw  materials. 

Only  through  a  rigid  and  unrelaxed 
control  of  imports  and  exports  can 
Germany  hope  to  meet  the  present 
etoei^ency.  This  necessity  of  govern- 
ment control,  though  denied  by  many 
interests  in  Germany  for  reasons  not 
difficult  to  fathom,  becomes  the  more 
urgent  on  accoimt  of  the  depreciation 
of  the  mark.  If  Germany  were  to  per- 
mit the  laissez-faire  principle  to  oper- 
ate, as  she  saw  it  operate  in  1919,  she 
would  very  soon  be  depleted  of  the 
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goods  which  form  the  only  means  of 
payment  for  the  imports  she  needs  so 
badly.  In  those  days  it  occurred  that 
entire  factories  were  dismantled,  and 
the  machinery  sold  abroad  because  the 
factory  could  not  operate  on  account 
of  the  lack  of  raw  materials,  and  be- 
cause the  machinery  brought  attrac- 
tive prices  in  marks.  At  present  gov- 
ernment control  has  become  even  more 
necessary  because  of  the  discrepancy  in 
purchasing  power  between  the  mark 
held  within  and  outside  of  Germany. 
Imports  of  foodstuffs  paid  for  in  marks 
not  withdrawn  from  domestic  circula- 
tion, the  flood  of  goods  through  the 
"hole  in  the  West,"  which  the  govern- 
ment was  for  a  while  unable  to  stem, 
the  "flight  of  capital,"  and  the  dis- 
counting of  Germany's  obligations  un- 
der the  Peace  Treaty  have  all  been 
responsible  for  this. 

Germany  now  operates  under  a 
ZtDangsiDirtschqft;  industry  and  com- 
merce are  largely  placed  under  control 
of  the  government  itself,  or  of  the 
strongly  organized  industrial  associa- 
tions operating  in  harmony  with  gov- 
ernment purposes. 

The  "Planwirtbchaft" 

Trade  with  Germany  in  the  near  fu- 
ture will  be  determined  largely  by  the 
"Plan"  according  to  which  Germany 
is  to  rise.  The  Planwirt^chafU  which 
graduaUy  forces  industry,  transporta- 
tion, banking  and  commerce  into  an 
economic  lock-step,  will  operate  ac- 
cording to  the  foUowing  principles. 
Imports  should  be  reduced  to  a  mini- 
mum through  the  most  complete  utili- 
zation of  domestic  resources.  The 
greatest  productive  capacity  should 
be  obtained  through  standardization. 
The  production  of  non-essentials  should 
be  limited.  A  carefuUy  worked-out 
international  price  policy  should  re- 
conquer the  lost  markets  and  accumu- 
late the  highest  possible  foreign  bal- 


ances to  be  used  for  the  payment  of 
debts  and  of  purchases  of  raw  mate- 
rials.* 

The  organization  of  a  Planwirt' 
schc^t  is  much  f  aciUtiated  by  the  very 
pronounced  tendency  on  the  part  of  all 
business  enterprises  to  combine.  Scar- 
city of  raw  materials  makes  vertical 
combination  the  natural  method  to  se- 
cure stabihty  in  supply  and  price. 
The  loss  of  branch  establishments 
through  loss  of  territory  and  forced 
liquidation  drive  the  crippled  organ- 
izations into  new  alignments.  Ab- 
sorbing already  established  concerns  is 
the  quickest  method  to  secure  larger 
productive  capacity,  since  the  building 
of  new  plants  is  at  present  both  time- 
consuming  and  costly.  By  acquiring 
larger  assets  subject  to  depreciation 
and  especially  by  acquiring  them,  at 
least  on  paper,  for  the  prevailing  high 
prices,  tie  possibility  of  much  en- 
larged depreciation  accounts  and  other 
secret  reserves,  is  offered  as  a  welcome 
cloak  with  which  to  hide  the  enormous 
profits  resulting  from  a  rising  price 
level.  The  funds  made  available 
through  liquidation  in  enemy  coun- 
tries enable  the  larger  plants  to  absorb 
the  smaller,  purely  domestic  concerns, 
who,  through  the  depreciation  of  the 
mark  and  the  resulting  high  operat- 
ing costs,  are  in  pressing  need  of  ac- 
quiring more  working  capital.  The 
boom  in  the  stock  market  makes 
it  possible  to  obtain  outside  capital 
cheaply  and  readily.  The  monthly 
new  offerings  on  the  Berlin  stock 
exchange  average  more  than  1,000,- 
000,000  marks.* 

It  is  indeed  open  to  question  whether 
the  general  adjustment  of  the  financial 
life  of  the  concerns  to  the  inflation  of 

^  See  Director  Lusensky's  address  before  Deut- 
sche WeUwiriechaftUche  Oeedleehcfi  reported  in 
Weltwirtsckaft  July.  1920.  p.  «08. 

'See  Dr.  Felix  Pinner  "SoKialisiening  und 
Vertnistung."  BerHner  TageblaU,  Nov,  27, 1920. 
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values  will  not  in  the  end  hamper  their 
competitive  position,  especially  since 
most  of  the  capital  increases  are  ob- 
tiuned  in  the  form  of  cumulative  pre- 
ferred stock,  and  are  frequently  used 
to  purchase  assets  which  are  certain  to 
slmnp  in  value  as  soon  as  the  shortage 
of  coal  and  ore  has  been  alleviated. 
For  the  present,  however,  the  combina- 
tion movement  offers  an  easy  opportu- 
nity for  the  control  of  the  develop- 
ment of  industry. 

The  desire  to  make  the  domestic  re- 
sources supply  industry  as  far  as  pos- 
sible, finds  practical  expression  in 
many  directions.  It  may  be  expected 
that  the  fuel  problem  will  have  been 
eflfectively  solved  within  the  next  five 
years  by  an  increasing  use  of  Ugnite, 
by  technical  improvements  in  engines, 
and  by  hydro-electric  developments 
which  are  now  under  way.  The  econ- 
omies resulting  from  these  measures 
now  taken  as  a  matter  of  necessity  may 
in  the  end  improve  the  competitive 
position  of  German  industry.  A  de- 
termined effort  is  made  to  make  alu- 
minum take  the  place  of  copper  in 
order  to  do  away  with  the  necessity 
of  importing  large  quantities  of  ore 
which  would  be  needed  to  satisfy  the 
copper  hunger  of  German  industry.^ 
The  development  of  the  electro-chemi- 
cal industry  will  cut  down  materiaUy 
the  need  for  the  importation  of  ni- 
trates, which  before  the  war  amounted 
to  approximately  180,000,000  marks  a 
year. 

The  Reichstcirtschaftsrat  has  de- 
clared itself  in  favor  of  eliminating  all 
economically  unimportant  industries, 
but  it  is  not  likely  that  this  will  be  car- 
ried into  practical  effect  with  respect 
to  those  luxury  industries  which  pro- 
duce also  for  export.  The  wide  margin 
between  raw  material  costs  and  the 
price  of  the  finished  article  make  them 

*  Sec  Commerce  Reports,  January  5,  1920,  and 
August  4,  1920. 


under  present  circumstances  ideal  ex- 
port products.^ 

Probably  the  most  significant  devel- 
opment is  the  increasing  interest  shown 
in  the  standardization  of  industry,  a 
movement  which  was  initiated  by  the 
Verein  Deutscher  Ingenieurey  in  May, 
1917,  and  aims  to  obtain  greater  econ- 
omy in  production  by  cutting  down  the 
dupUcate  repair  stocks  necessitated  by 
individuaUzation.  The  direct  effect  of 
this  "normalization"  upon  the  world 
markets  will  be  conditioned  by  the 
world's  willingness  to  purchase  stand- 
ardized articles. 

On  the  whole,  costs  of  production 
are  low  in  Germany.  Food,  coal  and 
iron  are  maintained  at  prices  below 
those  prevailing  in  the  world  markets. 
Wages  are  in  most  industries  far  below 
those  of  the  other  European  coimtries. 
A  skilled  workman  receives  approxi- 
mately sixty  marks  a  day,  or,  at  the 
present  rate  of  exchange,  about  ninety 
cents.  Many  industries,  more  espe- 
cially those  not  dependent  upon  im- 
ported raw  material  are,  therefore,  in  a 
position  to  imderbid  in  the  world  mar- 
kets. In  the  machinery  trade,  in  alu- 
minimi,  and  enamelware  articles,  and 
in  the  specifically  German  lines,  such 
as  toys  and  chemical  products,  the 
Germans  are  at  present  underseUing 
English  and  American  manufacturers 
by  as  much  as  50  per  cent.* 

The  deflation,  which  has  taken  place 
over  practically  the  entire  world  with 
varying  violence,  has  stimulated, 
rather  than  hampered,  German  indus- 
try. It  has  made  possible  the  pur- 
chase of  raw  products  at  more  reason- 
able prices,  and  has  offset,  to  a  large 

^See  Hermann  Muthesius  "QualiUltsarbeid 
und  Luxusbeldlmpfung,"  Berliner  TageblaU^  Oc- 
tober 31, 1920,  and  Hans  Kraemer,  "Die  Kampf 
gegen  die  Luxusindustrien,"  Deutsche  Wirtschafts- 
zeitung,  September  15, 1920. 

*  See  Commerce  Reports,  January  10  and  Jan- 
uary 30,  1920;  The  Times  Trade  Supplemeni, 
December  18,  1920. 
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d^ree,  the  effects  of  continued  inflation 
at  home.  It  has  also  induced  sellers  to 
give  more  liberal  credit  terms  in  order 
to  facilitate  the  movement  of  stocks. 

Feab  of  German  Dumping 

Isolated  notices  with  respect  to  Ger- 
man competition,  which  continue  to 
appear  in  consular  reports  and  trade 
journals,  have  not  failed  to  arouse  a 
fear  for  German  dumping  which  is  not 
entirely  without  foundation.  As  long 
as  the  mark  is  depreciated  in  terms  of 
gold,  as  long  as  domestic  prices  do  not 
fully  express  this  depreciation,  as  long 
as  the  currency  of  Germany  is  not  in 
some  way  linked  to  a  gold  foundation 
through  convertibility  of  the  present 
mark,  or  of  some  newcurrency  to  be  cre- 
ated in  the  future,  Germany  will  remain 
a  reservoir  of  potential  diunping.  There 
are,  however,  compensating  factors. 

Two  significant  suggestions  appear 
in  a  notice  in  the  Board  of  Trade. Jour- 
nal of  December,  1920:  one,  to  the  ef- 
fect that  practically  all  the  articles 
about  which  there  is  a  complaint  of 
diunping  in  England  do  not  require  an 
export  Ucense  in  Germany;  the  other, 
indicating  that  the  complaints  refer 
not  so  much  to  the  volume  as  to  the 
skill  with  which  the  goods  are  placed 
on  the  market.  The  law  which  at  pres- 
ent controb  Grerman  exports,  dating 
from  December  %0,  1919,  requires  an 
export  license  for  all  goods.  No  li- 
censes are  issued  unless  the  prices  at 
which  the  goods  are  sold  correspond 
closely  to  the  market  price  in  the  coun- 
try of  destination.  In  the  case  of 
coimtries  of  less  depreciated  currencies 
quotations  in  that  foreign  currency  are 
usually  prescribed.^ 

The  trade  associations  charged  with 
the  administration  of  this  law  are  at 

^  For  a  complete  description  of  export  licenses 
see  W.  Pahl,  Die  AuszenhandeUkmUrolU,  Berlin, 
1920.  Some  articles  among  which  clocks,  toys 
and  textiles  are  excepted. 


present  using  greater  care  than  for- 
merly to  adjust  German  export  prices 
to  world  prices,  though  hampered  by  a 
lack  of  reliable  channeb  of  informa- 
tion. The  desire  to  create  foreign  bal- 
ances and  not  to  arouse  the  animosity 
of  foreign  governments  which  would 
lead  to  anti-diunping  legislation,  such 
as  is  contemplated  at  present  in 
Sweden,  Denmark,  Norway,  Switzer- 
land, Finland,  England,  Argentine  and 
Japan,  and  against  which  imder  the 
terms  of  the  Peace  Treaty  Germany- 
has  no  means  of  defense,  will  induce 
them  to  use  the  greatest  possible  care.^ 
There  are  other  factors  which  also 
make  the  danger  of  wholesale  diunping 
less  inmiinent.  Inability  to  guarantee 
deUvery ,  and  in  some  cases  to  guarantee 
stabiUty  of  price,  coupled  with  a  poor 
quality  of  workmanslup  and  not  infre- 
quently, also,  of  material,  are  not 
trade-building  factors.  German  labor 
may  be  cheap — ^it  is  also  inefficient. 
The  glass  industry  reports  a  30  per 
cent  production  with  a  labor  force 
equal  to  pre-war  standards,  while  the 
German  Potash  Syndicate  estimates 
the  individual  productivity  of  the 
workman  at  about  50  per  cent.*  The 
failure  of  German  firms  to  abide  by 
their  contracts  and  the  practice  of  the 
export  offices  to  quote  prices,  which 
frequently  allow  dealers  to  supply  their 
need  more  cheaply  through  some  mid- 
dleman in  another  coimtry  than  from 
the  German  factory  direct,  lead  many 
firms  to  prefer  to  buy  at  high  prices 
elsewhere,  rather  than  face  the  risk  of 
handling  German  goods.' 

^  See  Dr.  Julius  Wolf,  Vahda  und  Finanmoi  tm 
Deuischland.   Stuttgart,  October,  1920. 

«See  Dr.  W.  Vershofen,  "PoraBellanindustrie 
und  Exportwirtschaft,"  in  WeUvnrtschafUzeUung^ 
June  25, 1920. 

» See  Dr.  Th.  Met«,  "lieferfristen,"  WeUunrt- 
9chcfi8zeUung,  June  25,  1920;  also  Mr.  Q.  J. 
Terpstra,  '*  Nieuwe  Beroering  in  Onze  Metaal  In- 
dustrie," Economisch-StatisHsche  Berichten^  Jan- 
uary 14,  1920. 
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The  lack  of  working  capital  and  the 
increased  costs  of  bank  credit^  make  it 
necessary  in  practically  every  case,  not 
only  to  do  business  on  a  cash  basis,  but 
also  to  make  a  substantial  deposit  when 
placing  an  order.  Low  prices  may  not 
prove  a  sufficient  inducement  to  over- 
come all  these  trade  difficulties. 

With  the  exception  of  certain  raw 
materials  and  food  products,  no  goods 
can  at  present  be  imported  into  Ger- 
many except  on  license.  American 
goods  are  now  finding  their  way  into 
Germany,  but  they  are  almost  exclu- 
sively raw  products,  foodstuffs  and 
manufactured  articles,  which  may  be 
classed  as  necessities.  In  so  far  as  im- 
port licenses  can  be  procured,  there  is 
in  Germany  at  present  a  good  market 
for  luxury  articles  on  account  of  the 
shifting  of  wealth  into  the  hands  of 
those  little  accustomed  to  it. 

The  very  circumstances  which  make 
imports  difficult  make  Germany  an 
attractive  field  for  the  investing  of 
American  capital.  The  domestic  mar- 
ket is  hungry  for  goods,  while  low  oper- 
ating costs  under  proper  management 
make  Germany  a  natural  distributing 
center  for  £iu*ope.  The  National  Cash 
Blister  Company  is  now  building  a 
factory  in  Germany,  while  during  June, 
19£0,  the  Amstea  Company  was  organ- 
ized in  Berlin  by  the  American  Steel 
Export  Company,  the  Automotive 
Products  Corporation  and  the  Eastern 
European  Trading  Company.  Ger- 
many's capital  shortage  is  attracting 
also  capital  from  Holland,  England, 
France,  Sweden  and  Switzerland. 

This  Verfremdung,  or,  denationaliza- 
tion of  German  industry,  is  causing  no 
little  concern  in  Germany.  From  the 
point  of  view  of  American  industry  the 

^  In  an  article  in  the  Berliner  TageblaU  of  Octo- 
ber 10,  1920,  "Die  Vtfteuerung  des  Bankkre- 
dits"  the  author  quotes  a  case  in  which,  in  conse- 
quence of  the  method  of  figuring  the  turn-over 
tax  on  accounts  current,  one  firm  was  charged 
52  per  cent  for  credit  accommodation. 


investing  of  American  capital  in  Grer- 
many  must  be  looked  upon  with  favor. 
The  shift  in  capital  will  aid  in  rapidly 
and  permanently  rehabilitating  and 
stabilizing  the  foreign  exchange  rate 
while  avoiding  the  flooding  of  our  mar- 
ket with  Grerman  goods. 

The  "Veredlungsvbbkbhr" 

Of  no  less  importance  is  the  develop- 
ment of  the  Veredlungsverkehr.  This 
is  a  method  of  international  coopera- 
tion by  which  the  German  manufac- 
turer is  suppUed  with  raw  products 
with  the  understanding  that  he  shall 
tunj  over  to  the  foreign  merchant  a 
certain  percentage  of  the  manufac- 
tured goods.  Throughout  the  process 
raw  materials  and  finished  goods  re- 
main the  property  of  the  foreign  firm 
until  the  German  manufacturer  has 
liquidated  his  loan.  Special  facilities 
are  offered  by  the  German  govern- 
ment for  the  development  of  this 
method  of  cooperation.  It  forms  the 
most  effective  and  economic  means  of 
translating  German  labor  into  pur- 
chasing power  in  the  raw  material 
markets.  It  has,  moreover,  from  the 
German  point  of  view,  the  advantage 
that  the  manufacturer  is  no  longer 
tempted  to  import  excessive  amoimts 
of  raw  material,  using  bank  credit,  or 
pledging  his  factory  as  security.  The 
foreign  merchant,  moreover,  bears  all 
risks  of  changes  in  the  market  prices. 
On  the  other  hand,  the  foreign  firms 
profit  not  only  by  the  cheap  costs  of 
production,  but  also  in  their  being  able 
to  control  the  character  of  the  finished 
goods,  the  place  where  the  goods  shall 
be  marketcNi,  and  the  price  they  shall 
bring,  thereby  affording  greater  pro- 
tection to  their  own  domestic  industry. 
An  additional  benefit  accrues  to  both 
from  the  use  thus  made  of  an  already 
existing  sales  organization.  In  order  to 
protect  the  interests  of  the  foreign  firm 
a  number  of  trust  organizations  have 
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been  organized  which  will  guarantee 
that  the  raw  material  supplied  will  be 
used  as  provided  for  in  the  contract, 
and  that  the  property  rights  of  the  for- 
eign firm  will  be  fully  protected.* 

According  to  the  DeiUsche  Wirtscfuxfts- 
zeitung  of  May  1, 1920,  a  company  was 
organized  in  New  York  with  a  capi- 
tal of  $2,000,000  for  the  purpose  of 
supplying  raw  cotton  to  German  firms 
and  accepting  finished  goods  in  pay- 
ment. The  Lancashire  textile  firms 
and  those  of  Holland  and  Italy  have 
established  this  method  of  cooperation 
with  the  German  factories  with  vary- 
ing d^rees  of  success. 

The  ultimate  effect  of  this  methoH  of 
trading  is  not  different  from  that  of  the 
direct  barter  established  through  the 
Swiss  Barter  Institute,*  and  through 
private  organizations  like  the  Central 
European  Trading  Company  of  Lon- 
don, which  exchanges  raw  products  for 
their  equivalent  in  finished  goods  with 
the  firm  Schubach,  Thiemer  &  Co.  of 
Hambiu*g. 

In  principle,  the  difference  between 
the  Veredlungsverkehr  and  the  direct 
barter  method  lies  in  the  fact  that  the 
former  is  essentially  a  credit  transao' 
tion  financed  by  the  owner  of  the  raw 
material,  while  the  latter  is  as  a  rule  a 
cash  transaction.' 

The  barter  method  allows  the  Ger- 
man dealers  to  procure  their  raw 
materiab  in  exchange  for  essentially 
German  goods  and  allows  them  greater 
freedom  in  selecting  goods  for  this  ex- 
change which  possess  a  large  degree  of 

^  The  Deutsche  Waren^Treuhand  A,  0,  of  Ham- 
burg, organized  in  the  spring  of  1920,  is  one  of 
these  institutions. 

*  A  detailed  description  of  the  Schtoeizerische 
genoieenschaft  fUr  Warenaustausch  can  be  found 
in  Die  Schtoeizerische  Volkemrtechaft  im  Ueber' 
gangsjahr  1919.  Published  by  the  Schweizerische 
Bankverein  of  Basel. 

*  The  Qeeche^te  mU  Valuta  Uautel  as  practised 
by  the  Swiss  Barter  Institute  are  credit  transac- 
tions in  which  the  country  of  low  exchange  sup- 
plies the  credit. 


value  with  a  low  material  cost.*  With- 
out being  embarrassed  by  currency  dif- 
ficulties, they  secure  all  the  benefits  of 
the  world  market  price  for  their  fin- 
ished goods.  The  advantages  are  to 
some  extent  offset  by  the  necessity  of 
employing  middlemen  and  by  the  gov- 
ernment export  regulations  which  have 
thus  far  not  favored  this  method  of 
exchange. 

Germany  as  a  buying  and  selling 
market  for  America  presents,  there- 
fore, the  following  picture.  It  is  a 
country  of  a  low  standard  of  living  and 
a  depreciated  currency,  and,  therefore, 
of  low  costs  in  many  manufacturing 
lines,  except  in  those  lines  where  raw 
material  or  capital  investment  are  the 
determining  cost  factors.  Elxports  and 
imports  are  controlled  both  as  to  price 
and  volume  according  to  the  needs  of 
the  coimtry  and  of  German  industry, 
which  constantly  is  becoming  more 
centralized  and  more  easily  whipped 
into  line.  On  the  whole,  it  is  a  poor 
place  to  sell  and  a  good  place  to  buy. 
Many  factors  contribute  to  lessen  the 
danger  of  this  situation.  Everything 
which  contributes  to  raising  the  price 
level  in  Germany  in  terms  of  gold  will 
accrue  to  the  benefit  of  American  in- 
dustry. Indiscriminate  export  credits 
will  depress  the  mark  still  further  and 
will  aggravate  the  situation,  except  in 
so  far  as  these  credits  are  fully  covered 
by  reexports  of  finished  goods.  The 
investment  of  American  capital  in  Ger- 
man industry  will  have  a  salutory  ef- 
fect in  hastening  the  rehabihtation  of 
the  mark  and  in  allowing  some  measure 
of  control  in  the  sale  of  finished 
goods. 

Another  method  of  cooperation  by 
which  both  sides  would  profit  may  be 
found  in  agreements  which  would  al- 
low American  manuf  actiurers  to  act  as 
distributing  agents  for  German  goods 

^  This  is  spoken  of  in  Germany  as  a  "  high 
production  coefficient" 
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in  the  American  and  foreign  markets. 
The  Germans  would  save  time  and  ex- 
pense in  being  relieved  of  the  necessity 
of  rebuilding  their  own  sales  organiza- 


tion, while  American  interests  would 
profit  by  being  able  to  control  to  some 
extent  the  basis  of  competition  with 
American  industry  at  home  and  abroad. 


The  Chinese  Consortium  and  American  Trade  Relations 
with  China  and  the  Far  East 

By  Thomas  W.  Lamont 

J.  P.  Morgan  and  Ca 


EXAMINATION  of  American  trade 
relations  with  the  Far  East  and 
the  problem  of  their  future  develop- 
ment along  peaceful  lines  offer  to  man- 
ufacturers and  merchants  an  interest- 
ing field  of  large  opportunity,  and  to 
students  and  statesmen  a  realm  of  use- 
ful study.  We  front  the  Pacific  basin 
with  a  great  coastline  and  have  in  it 
the  important  outposts  of  Hawaii,  the 
Philippines,  Guam  and  our  part  of  the 
Samoan  group.  Its  trade  on  our  West- 
em  coast,  in  Japan,  in  China,  in  the 
East  Indies,  in  AustraUa  and  the  South 
Seas  is  expanding  rapidly,  and  each 
year  must  add  to  its  volume  and  to  the 
importance  of  our  political,  social  and 
cultural  relations  to  the  nations  which 
participate  in  it.  In  time  there  must 
be  duplicated,  possibly  exceeded,  all 
that  has  been  done  in  the  Atlantic 
basin.  Therefore,  there  lies  before  us 
as  a  nation  no  more  important  problem 
than  the  ordering,  in  peace,  of  the  part 
that  we  are  to  play,  in  our  several  re- 
lationships to  it,  in  the  Western  ocean. 
Survey — even  cursory — of  our  past 
experience  there  is  both  instructive  and 
interesting.  Some  excellent  things  dis- 
close themselves,  but  the  chief  conclu- 
sions that  came  to  me  from  my  survey 
were,  first,  that  our  changing  govern- 
ment had  failed  almost  invariably  to 
maintain  a  consistent  or  constant  pol- 
icy, either  toward  its  neighbors  or 
towards  its  own  traders;  and,  second, 
that  our  commercial  efforts  had  been 


sporadic  and  not  sustained.  Probably 
the  first  inconstancy  reacted  upon  the 
second,  and  it  is  likdy  that  the  extraor- 
dinary developments  at  home  that 
followed  the  discovery  of  gold  in  Cali- 
fornia and  our  Civil  War  served  to 
make  us  self -centered  in  our  business 
effort.  This  alternate  development 
and  contraction  is  curiously  exempli- 
fied by  our  commercial  experience  with 
China  where  our  trade  has  moved  in 
a  series  of  definitely  marked  cycles. 
We  began  there  with  the  romantic  and 
inspiring  era  of  the  clipper  ships 
•which,  sailing  chiefly  from  New  Eng- 
land ports,  began  in  colonial  times  to 
trade  with  China.  Slow  at  first  in  ex- 
pansion, our  trade  finally  grew  in  im- 
portance. After  that,  in  the  middle  of 
the  last  century,  came  the  period  of 
the  great  American  hongs  or  business 
houses  in  China,  established  by  mer- 
chants from  New  England  and  New 
York.  These  hongs,  after  years  of 
extraordinary  prosperity,  one  by  one, 
surrendered  the  field  to  British  and 
European  traders,  no  doubt  because 
American  ships  had  by  that  time  dis- 
appeared from  the  sea  and  without 
ships  competition  with  the  Europeans 
was  impossible. 

There  was  still  another  era,  developed 
first  by  the  enterprise  of  our  western 
merchants,  and  the  Pacific  Mail  Steam- 
ship Company,  supplemented  later  by 
the  Canadian  Pacific  Railway,  the  late 
James  J.  HiU,  and  men  like  Robert 
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Dollar,  The  extension  of  Japanese 
steamer  lines  to  our  coast  aided  in  its 
development,  as  did  the  events  which 
flowed  from  Dewey's  victory  in  Manila 
bay.  This  particular  cycle  contracted 
somewhat  when  the  production  of 
wheat  and  flour  in  Siberia  curtailed  our 
export  trade  in  those  products,  and  it 
was  adversely  aflFected  by  other  cir- 
cumstances. But  a  large  volume  of 
business  continued  and  still  continues 
from  it. 

It  should  be  pointed  out  that  our 
trade  with  Japan  has  followed  an  en- 
tirely different  course,  although  the 
balance  of  trade  there  has  almost  in- 
variably been  against  us.  Beginning 
in  the  closing  decades  of  the  last  cen- 
tury, trade  has  expanded  until  the 
United  States  is  now  Japan's  best 
customer,  and  Japan  in  turn  takes  a 
large  and  assorted  quantity  of  our 
products.  The  latest  figures  indicate 
that  approximately  40  per  cent  of 
Japan's  total  export  and  import  trade 
is  with  the  United  States. 

It  would  appear  that  we  are  on  the 
threshold  of  still  another  and  greater 
era  of  commercial  relations  with  China, 
and  all  the  Orient.  From  every  stand- 
point the  situation  is  worthy  of  intelli- 
gent consideration,  preparation  and 
treatment.  As  to  both  national  policy 
and  the  interest,  organization  and  gen- 
eral equipment  of  our  business  men 
and  corporations,  we  are  probably  in  a 
more  advantageous  position  than  ever 
before.  Yet  it  remains  to  be  seen  how 
we  shall  respond  to  the  approaching 
opportunity.  John  Hay  gave  his 
genius  and  his  name  to  our  greatest 
constructive  policy  as  to  China,  poten- 
tially the  most  important  of  the  Orien- 
tal states;  and  his  dictum  of  the  "Open 
Door"  and  equality  for  all  in  China, 
of  the  preservation  at  the  same  time  of 
the  integrity  and  sovereignty  of  the 
old  Empire,  now  changed  to  republic, 
has    been    extended    by    Knox    and 


I^insing  until — ^in  basic  matters  of 
economic  development — ^it  seeks  to 
accomplish  international  cooperation 
in  and  for  China,  as  opposed  to  inter- 
national competition  and  rivaliy. 

PUBPOSE   OP  THE  CONSORTIUM 

The  Consortiiun  for  the  assistance  of 
China,  recently  organized,  is  the  ex- 
pression of  the  Hay  poUcy  as  developed 
by  his  successors.  Just  as,  a  genera- 
tion or  two  ago,  there  was  the  tendency 
of  the  great  nations  of  the  earth  (except 
the  United  States)  to  encroach  unduly 
upon  the  sovereignty  and  national 
assets  of  China,  to  take  material  ad- 
vantage of  the  poUtical  weakness  of 
that  coimtry,  so  the  Consortiiun  now 
o£Fers  itself  as  an  offset  to,  and  sub- 
stitute for,  that  old  poUcy.  That  was  a 
nationalistic  and  poUtical  formula 
which  in  China  was  creating  spheres 
of  influence  detrimental  alike  to  the 
Chinese  and  to  the  happy  development 
of  commerce  by  the  rival  countries. 
The  inevitable  result  of  this  process 
was  to  engender  jealousies  that  were 
dangerous,  especially  when  China,  in 
evolution  from  monarchy  to  repubUc, 
was  incapable  of  resisting  aggression. 

The  investment  groups  composing 
the  Consortium  and  the  governments 
(American,  British,  French  and  Japan- 
ese) which  urged  its  organization,  hope 
that,  by  substituting  cooperative  for 
competitive  effort,  China  can  gain  the 
support  and  development  she  needs  at 
lower  cost  and  at  infinitely  greater 
security  to  herself;  that  she  can  have 
opportunity  to  gain  her  stride;  and 
that  the  reflex  of  all  this  upon 
the  nationalities  represented  in  the 
Consortiiun — or  partnership — ^will  be 
wholesome.  The  Consortium  does  not 
purpose  to  engage  in  private  business  or 
banking  in  China,  but  to  concern  itself 
with  the  larger  basic  enterprises  like 
railways,  highways,  water  communi- 
cations,  terminals,   currency  reform, 
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etc.  If  this  program  can  be  carried  out 
— and  there  does  not  appear  to  be  any 
good  reason  why  it  can  not — ^the  results 
will  be  of  far-reaching  influence  and 
importance.  In  the  first  place,  China 
needs  better  transportation  and  com- 
munication. She  has  good  waterways, 
but  they  should  be  improved.  Her 
seven  thousand  miles  of  railways,  in  a 
territory  larger  than  the  United  States, 
are  wholly  inadequate.  Great  areas, 
many  of  them  now  highly  productive, 
are  shut  off  from  one  another,  and 
some  of  them  have  no  outlet  of  any 
kind.  The  adverse  influence  of  this 
condition  on  the  business  of  the  coun- 
try and  upon  the  social  and  political 
life  of  the  people  is  at  once  apparent. 
Adequate  transportation  and  a  sound 
currency  would  give  a  great  impetus 
to  agriculture,  the  chief  industry  of  the 
coimtry,  permit  the  development  of 
the  practically  imtouched  national  re- 
sources, improve  political  conditions 
and  give  to  all  private  enterprise  the 
stimulus  that  comes  from  greater 
stability. 

The  Consortium  is  an  expression  of  a 
new  attitude  toward  China  and  the 
Chinese.  Heretofore,  with  some  not- 
able exceptions,  no  one  has  been 
particularly  concerned  about  the  con- 
dition of  China.  From  time  to  time 
efforts  from  outside,  looking  to  change 
and  improvement  in  China,  have  been 
made,  but  most  people  looked  on  with 
indifference,  content  to  let  matters  take 
their  own  way.  Some  were  cynical 
about  it,  others  even  preferred  a  weak 
China.  But  now,  on  the  part  of  al- 
most all  the  outside  nations,  there  is  a 
distinct  desire  to  improve  conditions 
and  a  growing  realization  that  a  stable, 
solvent,  orderly  China  is  a  better 
neighbor  and  customer,  and  a  less  dan- 
gerous political  entity,  than  a  China, 
weak  internally  and  externally,  retro- 
gressive, and  the  prey  of  governments 
and   unscrupulous   or  grasping  indi- 


viduals. One  of  my  cynical  friends 
tells  me  all  this  arises  because  the  in- 
vested and  commercial  stakes  of  the 
powers  are  now  so  large  that  they  are 
becoming  concerned  lest  they  lose 
them.  This  fact  may  have  some  in- 
fluence, because  everybody's  stake  is 
large  and  the  chances  for  everybody 
materially  will  be  greater  and  better  in 
an  orderly,  progressive  China;  but  I 
refuse  to  accept  it  as  the  chief  reason. 
My  belief  is  that  the  new  attitude  be- 
speaks the  greater  enlightenment,  the 
greater  sense  of  human  justice,  the 
higher  appreciation  of  the  rights  of  our 
competitors  that — despite  the  terrible 
setbacks  of  the  Great  War — ^have  come 
to  all  nations  in  recent  years. 

National  Consciousness  in  China 

China  gives  much  promise  of  rising 
to  the  new  opportunity  that  is  opening 
to  her.  China,  for  years,  clung  tena- 
ciously to  her  age-old  traditions  and 
customs  while  her  nearest  neighbor — 
Japan — was  seizing  all  that  was  best  in 
modem  life.  China  liyed  in  the  past 
and  was  likened  to  a  slumbering  giant. 
But  now  that  giant  is  awakening  from 
the  Rip  van  Winkle  slumber  that  had 
run  for  nearer  twenty  centuries  than 
twenty  years.  The  giant  is  rubbing  his 
eyes  and  opening  them  to  new  visions. 
There  is  a  great  growth  of  national  feel- 
ing now  going  on  in  China,  a  feeling 
that,  if  we  Americans  encourage  and 
assist  it,  is  bound  to  liberalize,  to  mod- 
ernize China.  Among  the  universities 
there  is  close  study  of  government  and 
economics.  Chinese  students,  who  are 
the  most  apt  students  I  have  met  in  the 
whole  world,  are  scattering  throughout 
their  country  and  spreading  the  gospel 
of  better  government,  better  living. 
We  must  not  be  misled  by  press  reports 
of  disorder  and  factional  fighting  in 
China.  It  is  true  that  there  is  lack  of 
oi^anization,  that  the  central  govern- 
ment is  not  strong.    It  is  less  than  ten 
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years  since  China  shook  herself  free 
from  the  thrall  of  an  ancient  and  abso- 
lute monarchy.  She  can  not  be  ex- 
pected to  settle  down  into  the  groimded 
ways  of  a  modem  republic  without 
occasional  setbacks.  The  point  to  re- 
member is  that  she  is  making  steady 
progress.  China,  in  her  march  towards 
stable  self-government,  has  to  traverse 
valleys  as  well  as  hills  before  she 
reaches  the  heights  whence  she  can  view 
the  promised  land  of  genuine  stability. 

American  Opportunities  in  China 

The  thing  to  remember  is  that  in 
China's  march  forward  she  is  look- 
ing to  America  for  her  guide,  her  coun- 
selor and  her  friend.  This  feeling  is 
due  to  several  circumstances — one,  the 
renunciation  for  almost  twenty  years 
by  the  United  States  of  her  share  of  the 
Boxer  indemnity,*  a  good  part  of  this 
fund  having  been  devoted  to  the  edu- 
cation of  Chinese  students  in  America. 
A  greater  reason  for  China's  friendly 
sentiment  is  that  the  United  States  has 
never  sought  to  exploit  China  nor  dom- 
inate any  part  of  her  territory.  While 
other  nations  have  been  making  profits 
from  their  trade  with  China,  America 
has  poured  millions  of  dollars  into  the 
work  of  medical  missionaries  and  the 
improvement  of  sanitary  conditions  in 
China.  The  new  and  wonderful  medi- 
cal school  and  hospital,  erected  in  the 
center  of  Peking  by  the  Rockefeller 
Institute,  alone  cost  six  million  dollars, 
and  its  endowment  will  require  another 
half  million  dollars  per  annum.  The 
Chinese  are  intensely  human.  Of 
course  they  appreciate  such  a  spirit  of 
sympathy  as  has  been  shown  by  Amer- 
ica; they  give  us  their  confidence. 
This  confidence  is  a  business  asset  to 
America,  and  such  a  confidence  must 
never  be  abused.  Rather,  it  must  be 
fostered  by  high  commercial  ideals. 

I  never  imagined — ^until  I  went  out 
there — a  region  calling  for  the  products 


of  American  industry  so  strongly  as 
China  will  call  in  the  next  twenty  years. 
A  great  system  of  railways  must  be 
built,  and  its  inception  should  not  be 
long  delayed.  Those  railways  will  re- 
quire a  fair  share  of  American  steel,  of 
American  bridges  and  of  American 
equipment.  The  country  calls  for  elec- 
trical equipment,  for  all  the  multitudi- 
nous forms  of  fanning  implements  re- 
quired in  that  intensely  agricultural 
land,  now  cultivated  with  the  rude 
implements  of  the  long  ago.  China 
will  demand  cotton  mill  machinery  on 
a  greater  scale,  and  machine-making 
tools.  Then  it  will  reqidre  quantities 
of  mining  machinery  for  both  the  baser 
and  the  precious  metals.  Finally, 
those  four  hundred  millions  of  kindly, 
honest  and  highly  intelligent  people 
will  require,  on  a  prodigious  scale,  the 
many  domestic  appurtenances  that 
American  ingenuity  has  evolved. 
Americans  will  find  many  attractive 
opportunities  to  engage  in  various  en- 
terprises in  China,  in  co5peration  with 
the  Chinese.  We  can  give  them  ex- 
perience in  engineering,  manufacture, 
machinery  and  organization;  they  can 
be  tremendously  helpful  as  to  labor  and 
the  various  local  problems  that  an  in- 
experienced foreigner  does  not  under- 
stand ;  they  also  can  furnish  their  share 
of  the  capital.  Several  such  enterprises 
are  operating  and  the  results  are  most 
promising. 

Military  Party  and  Liberals  in 
Japan 

It  is  difficult  to  discuss  the  future 
trade  and  financial  relations  of  the 
United  States  and  Japan  without  con- 
sidering the  political  relations.  We 
are  hearing  a  great  deal  of  Japan  these 
days,  some  of  it  good  and  some  of  it 
bad — some  of  it  true,  much  imtrue. 
Scores  of  people  have  asked  me  since 
my  return:  What  is  the  real  Japan? 
I   find   a   tendency  on   the  part  of 
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most  people  to  be  either  intensely  pro- 
or  anti-Japanese.  Now  the  truth  is 
that  no  one  can  meet  the  Japanese 
upon  intimate  terms  and  leave  them 
unmoved  by  admiration  and  friend- 
ship. At  the  same  time,  no  one  study- 
ing their  conditions  can  fail  to  detect 
certain  serious  defects  in  their  govern- 
ment and  political  institutions.  It  is 
not  true  that  Japanese  men  of  business 
are  sharp  and  untrustworthy.  The 
Japanese  business  men  are  not  as  frank 
as  we  are.  They  want  to  be,  but  they 
do  not  know  how.  For  generations 
they  have  been  taught  reserve.  It  is 
bred  in  the  bone  and  in  the  flesh.  But 
I  want  no  more  honest  person  to  deal 
with  than  the  Japanese  business  man. 
As  far  as  he  alone  is  concerned,  you 
can  well  a£Ford  to  trust  him  and  to 
enter  into  important  relations  with 
him.  Japan  is  commercially  today 
under  a  handicap  which  I  should 
hardly  attempt  to  analyze  if  it  had  not 
been  done  for  me  by  the  Japanese 
themselves.  This  handicap  is  the 
poUcy  of  the  so-called  Military  Party 
which,  of  recent  years,  has  been  so 
strong  as  almost  to  constitute  an  actual 
supergovemment. 

There  are  two  schools  of  thought  in 
Japan  and  the  cleavage  is  a  deep  one. 
In  general,  the  men  of  affairs — ^manu- 
facturers, great  merchants  and  bankers 
— are  liberal  in  their  ideas.  They  be- 
lieve, as  we  do  here  in  America,  that  a 
nation's  development,  to  be  sound  and 
sure,  must  be  along  lines  of  peaceful 
trade  and  the  cultivation  of  good  will. 
The  other  party  in  Japan,  the  Mili- 
tarists, have  a  somewhat  different 
philosophy.  They  might  not  admit  it, 
but  if  you  study  tlieir  actions  you  will 
realize  that  they  still  think  the  world 
is  ruled  by  force  rather  than  by  ideas. 
TTiey  believe  in  a  mighty  army  and 
navy.  They  are  sincerely  convinced 
that  Japan's  safety  and  future  lie  in 
having  a  dominating  influence  on  the 


continent  of  Asia.  They  have  taken 
Korea  and  made  it  a  part  of  Japan, 
incidentally  improving  its  material 
condition  distinctly.  They  hold  Port 
Arthur.  They  took  Shantung  from  the 
Germans  in  the  recent  war  and  up  to 
date  seem  to  have  Japanized  it  far 
more  completely  than  it  was  ever 
Teutonized  during  the  years  that  Ger- 
many held  it.  They  have  occupied 
Vladivostok  on  the  Siberian  coast;  they 
control  the  mouth  of  the  Amur  River 
and  they  have  recently  over-run  the 
Russian  half  of  the  island  of  Saghalien. 
In  reciting  this  I  am  not  criticizing:  I 
am  merely  summarizing  what  the 
newspapers  have  told  us  hundreds  of 
times. 

The  Japanese  MiUtary  Party  have 
pursued  this  policy  on  the  theory  that 
in  these  measures  lay  the  only  sound 
defense  of  national  safety  that  Japan 
could  devise.  They  sincerely  feel  that 
to  make  a  food  supply  certain  for  their 
growing  population  domination  of  a 
part  of  Asia  is  necessary:  ordinary 
trading  is  not  secure  enough.  This  is 
a  political  philosophy  which  is  per- 
fectly understandable.  But  in  the 
pursuance  of  its  policy,  according  to  the 
liberals  in  Japan,  this  Military  Party 
seems  to  have  overlooked  certain  eco- 
nomic considerations.  Their  efforts  in 
China,  their  expeditions  to  Siberia 
have  been  enormously  expensive.  And 
the  increase  of  the  navy  and  the 
maintenance  of  the  army  are  a  serious 
burden  upon  the  people  of  Japan. 
Her  national  debt  is  inconsiderable, 
but  her  taxes  are  heavy,  and  an  extraor- 
dinary proportion  of  her  budget  is  for 
the  military  establishment.  Japan 
is  not  a  rich  country  in  natural  re- 
sources, and  her  people  can  not  afford 
these  heavy  outlays  unless  they  bring 
in  compensating  dividends.  They  do 
not.  On  the  contrary,  they  seem  to 
bring  liabihties.  For  instance,  because 
of    Japan's    ^* twenty-one    demands" 
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served  on  China  in  1918,  and  because 
of  her  action  as  to  Shantung,  there  has 
been  an  intense  boycott  of  Japanese 
goods  throughout  China.  Japan  has 
lost — ^at  any  rate,  for  the  moment — a 
part  of  her  most  valuable  foreign  trade. 
As  one  of  her  leading  government 
officials  said  to  me,  in  Far  Western 
slang,  "We  are  in  terribly  Dutch  in 
China.  By  becoming  partners  in  the 
new  consortiimi  with  Americans,  who 
are  popular  in  China,  we  hope  now  to 
fare  somewhat  better." 

Meanwhile,  Japan  would  welcome 
American  capital  on  a  large  scale  to 
develop  her  own  industries.  She  has  a 
limited  supply  of  coal  and  is  anxious 
to  develop  her  water  powers  on  a  grand 
scale.  She  feels  sorely  the  need  of 
building  good  roads  and  of  constructing 
new  trolley  lines.  The  United  States 
will,  as  time  go^  on,  be  in  a  position  to 
supply  a  good  part  of  this  demand. 
Our  investment  community  can  fur- 
nish much  of  the  capital;  our  manufac- 
turers can  supply  much  of  the  machin- 
ery and  equipment  that  are  needed. 
At  the  present  time,  however,  the 
apparent  policy  of  Japan's  Military 
Party  will  prevent  any  such  American 
cooperation  on  a  grand  scale.  We 
shall  continue  to  buy  Japan's  silks  and 
trade  with  her  along  ordinary  lines, 
but  we  shall  hardly  be  encouraged  to 
accept  her  invitation  to  cooperate 
actively  in  the  development  of  her 
enterprises  until  we  feel  more  assured 
that  her  Military  Party  is  not  going  to 
bring  her  into  additional  financial  dis- 
tress. Japan  just  now  can  not  afford 
an  ambitious  over-sea  policy  of  expan- 
sion. Her  business  men  realize  this, 
and  they  are  urging  the  Military  Party 
to  be  guided  by  more  conservative 
counsels.  As  soon  as  we  see  a  con- 
structive change  in  the  foreign  policies 
that  I  have  described,  then  indeed  we 
can  well  afford  to  invest  largely  in 
Japanese  development. 


Meanwhile,  we  must  not  forget  that 
dating  from  the  days  of  Conmoiodore 
Perry,  Japan  has  looked  upon  the 
United  States  as  an  old-time  friend  and 
helper.  We  must  not  overlook  the 
wonderful  material  accomplishments 
that  our  nearest  neighbor  across  the 
Pacific  has  made  in  the  last  fifty  years. 
We  must  be  tolerant  in  our  judgments 
of  nations  as  well  as  of  man.  The 
Japanese  have  a  sincere  and  intense 
desire  for  the  abiding  friendship  of  our 
country,  and  no  American  can  be  long 
in  Japan  without  warmly  reciprocating 
that  desire.  There  is  every  reason 
why  the  two  nations  should  be  on  the 
closest  and  friendliest  footing.  Even 
the  perplexing  California  question  is 
susceptible  of  amicable  settlement  if 
only  we  Americans  show  a  little  tact 
and  a  respect  for  Japanese  suscepti- 
bilities. The  Japanese  are  one  of  the 
proudest  and  most  ancient  people  on 
the  earth.  Their  manners  to  foreign 
visitors  are  a  revelation  of  grace  and 
courtesy.  They  expect  in  return  a 
little  of  that  same  deportment.  It  is 
not  so  much  what  we  do  on  the  immi- 
gration question,  as  the  way  we  do  it. 
Certainly  to  one  who  has  gained  an  in- 
timate glimpse  of  the  Japanese,  it 
would  seem  certain  that,  with  any 
ingenuity  at  all,  we  ought  to  be 
able  to  devise  a  formula  wluch  would 
meet  the  views  of  California  and  at 
the  same  time  measurably  satisfy  the 
Japanese. 

Opportunities  in  Siberia 

I  have  not  mentioned  Siberia,  the 
great  undeveloped  Russian  state  on  the 
Pacific.  I  believe  John  F.  Stevens,  the 
eminent  American  engineer  who  has 
been  managing  the  Chinese  Eastern 
Railway  for  the  Allied  governments, 
can  describe  its  possibilties  better  than 
I  can.  I  met  him  at  Mukden  in  Man- 
churia on  my  way  out  of  China.  What 
he  said  to  me  was  this: 
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I  liave  come  down  from  Harbin,  a  jour- 
ney of  seven  hundred  miles  here  and  re- 
return,  just  to  spend  an  hour  with  you 
and  give  you  a  message  to  the  business 
men  of  the  United  States.  That  message 
is  that  they  must  never  rest  content  until 
in  Siberia  the  door  of  opportunity  is  surely 
kept  open,  so  as  to  give  free  and  equal 
trade  opportunity  to  America  and  to  all 
the  other  nations;  so  as  to  assist  in  the 
developm^it  of  that  wonderful  r^on. 

He,  who  had  been  working  in  that 
r^on  steadily  for  three  years,  as  you 
know,  described  to  me  in  sober,  re- 
strained language  its  great  resources  as 
an  agricultural,  a  timber  and  a  mining 
region.  "Siberia,"  he  said,  "is  one  of 
the  great  granaries  of  the  world."  It 
has  for  export  great  quantities  of  wheat. 
Hundreds  of  carloads  of  hides  were 
waiting  means  for  export.  The  forests 
are  of  immense  variety  and  value. 
With  exportable  products  that  can  be 
made  available  on  such  a  grand  scale, 
it  is  manifest  that,  in  order  to  pro- 
duce those  commodities,  the  very 
things  that  Siberia  requires  are  best 
made  in  America — ^harvesting  machin- 
ery, mowers,  reapers,  tractors- and  then 
more  tractors.  It  is  for  our  Govern- 
ment to  keep  open  this  door  until  the 
people  of  Siberia,  with  saner  views 
than  their  Bolshevist  brothers  of 
European  Russia,  organize  themselves 
politically,  or  until  political  conditions 
in  all  Russia  become  stabilized. 

American  Trade  in  the  Philippines 

An  important  factor  of  our  trade 
with  the  Far  East  is  the  Philippine 
Archipelago.  Under  American  occu- 
pation and  inspiration,  the  industries 


of  the  islands  have  been  tremendously 
stimulated  and  there  has  grown  up  a 
flourishing  trade  with  the  United 
States.  The  islands  need  more  capital 
in  order  adequately  to  develop  their 
industries  and  important  public  enter- 
prises. For  instance,  the  Port  of  Man- 
ila should  be  extended  and  enlarged, 
more  piers  built;  and  there  is  need  for 
a  drydock  capable  of  receiving  the 
largest  liners  and  freighters.  The 
United  States  is  the  only  country  where 
the  large  sums  of  money  necessary  for 
these  enterprises  may  be  obtained,  but 
because  of  existing  political  conditions 
in  the  Philippines  American  investors 
are  chary  about  advancing  them.  The 
political  leaders  of  the  Islands  are  de- 
manding independence  from  the  United 
States.  Naturally  there  is  some  mis- 
giving about  their  ability  as  yet  suc- 
cessfully to  paddle  their  own  canoe, 
and  a  realization  that  if  they  fail  their 
control  must  almost  inevitably  pass  to 
other  hands,  to  peoples  with  political 
ideals,  perhaps  widely  diflFering  from 
those  of  the  United  States.  If  there 
could  be  assurance  that  American  in- 
vestments would  be  protected  by 
stable  government  and  just  laws  there 
would  be  no  great  difficulty  in  obtain- 
ing the  money  needed.  Meantime, 
there  must  be  considerable  natural 
growth  in  this  lucrative  trade  with  the 
Philippines  unless  it  is  disturbed  by 
adverse  political  conditions  or  con- 
trolled by  a  rival  trading  power. 

We  face  in  the  wide  stretches  of  the 
Pacific  an  opportunity  and  an  obliga- 
tion; as  we  are  responsive  to  our  obli- 
gations, so  we  shall  realize  our  oppor- 
tunities. 
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Shipping  Services  for  American  Foreign  Trade- 
The  Present  Situation 

By  WiNTHROP  L.  Marvin 

Vice-President  and  General  Manago*,  American  Steamahip  Owners'  Association 


WITH  a  total  of  16,324,024  gross 
tons  of  shipping,  privatdy- 
owned  and  government-owned,  the 
American  merchant  marine  now  stands 
a  close  second  to  the  merchant  shipping 
of  the  United  Kingdom,  which  is  only 
about  2,000,000  tons  larger  at  the 
present  time.  This  total  of  16,324,024 
tons  includes  our  smaller  coastwise 
vessels  and  the  2,595,062  tons  of  ship- 
ping on  the  Great  Lakes  engaged  in 
port-to-port  commerce.  Considering 
only  the  seagoing  vessels  of  upwards  of 
500  gross  tons,  the  American  merchant 
marine  has  an  aggregate  tonnage  of 
12,264,282,  of  which  privately-own^ 
tonnage  represents  4,810,520  gross 
tons,  and  United  States  Shipping 
Board  tonnage,  7,458,762  gross  tons. 
This  American  fleet  of  sei^oing  vessels 
is  somewhat  more  than  twice  as  large  as 
the  entire  German  merchant  shipping 
before  the  outbreak  of  the  Great  War. 
Of  all  of  our  seagoing  American 
merchant  ships  of  upwards  of  500  gross 
tonnage,  1,974,965  tons  are  enrolled 
for  the  coastwise  trade  and  10,289,317 
tons  are  registered  for  foreign  com- 
merce. All  of  the  recent  notable  in- 
crease in  American  merchant  shipping 
has  been  in  the  amount  of  tonnage 
engaged  in  carrying  overseas — ^the 
coastwise  tonnage  having  remained  al- 
most unaltered.  The  10,289,317  tons 
of  seagoing  vessels  registered  for  foreign 
commerce  at  the  end  of  1920  show  an 
impressive  contrast  with  the  1,076,152 
tons  registered  for  foreign  commerce 
on  June  30,  1914.  Our  tonnage  avail- 
able for  international  traflSc  has  in- 
creased tenfold  in  six  years.  In  1914 
we  were  conveying  only  9.7  per  cent  of 
our  imports  and  exports  in  our  own 


vessels.  In  1920  we  conveyed  42.7 
per  cent. 

It  should  be  remarked,  however,  in 
this  connection,  that  while  10,289,817 
tons  of  our  present  shipping  are  reg- 
istered for  foreign  trade,  this  aggregate 
includes  upwards  of  600,000  tons  of 
emergency-built  wooden  steamers  now 
withdrawn  from  traflSc — and  probably 
withdrawn  permanently — as  well  as 
1,262,000  tons  of  steel  vessels  of  the 
Shipping  Board  laid  up  unemployed 
but  likely  to  return  to  service.  Our 
active  merchant  carriers,  however, 
have  not  far  from  four  times  the  capac- 
ity of  the  total  merchant  shipping  of 
Norway,  or  of  France,  or  of  Japan, 
which  rajik  next  after  the  United  States 
as  commercial  maritime  powers  in 
1921. 

The  new  war-built  shipping,  whidi 
makes  up  seven-tenths  of  our  total 
seagoing  shipping,  is  not  an  ideal 
fleet  in  type  and  character.  If  we  had 
been  deliberately  constructing  the 
merchant  tonnage  along  our  accus- 
tomed commercial  lines,  the  ships,  of 
coiu'se,  would  have  been  much  more 
carefully  designed.  They  would  have 
been  as  a  whole  of  superior  speed  and 
average  size,  and  they  would  have  had 
very  many  more  passenger,  mail  and 
fast  freight  liners  among  them.  But 
the  American  people  have  nothing  to 
apologize  for  on  this  account.  They 
were  suddenly  compelled  to  create  a 
vast  "emergency  fleet,"  to  hurry  sup- 
plies to  their  anxious  Allies  in  Europe 
and  to  send  our  own  boys  over  to  the 
fields  of  Prance.  Therefore,  waiving 
all  calculations  of  commercial  advan- 
ti^e,  we  constructed  the  ships  that 
could  be  most  quickly  built  and  made 
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ready  for  service — ^the  conventional 
"tramps"  familiar  to  the  ocean  high- 
ways of  the  world. 

There  were  belonging  to  the  Shipping 
Board  on  June  80  last,  1,123  steel 
cargo  steamers,  15  refrigerator  steam- 
ers and  63  tank  steamers,  as  contrasted 
with  only  ^7  steel  passenger  steam- 
ers and  3  transports.  Even  including 
the  considerable  number  of  ocean  pas- 
senger steamers  owned  by  private 
companies,  there  is  still  a  very  marked 
deficiency  of  passenger  tonnage  in  the 
American  merchant  marine. 

Development  of  New  Cargo  Steam- 
ship Services 

What  has  chiefly  distinguished  the 
new  merchant  shipping  era  of  the 
United  States  is  the  widespread  devel- 
opment of  new  cargo  steamship  serv- 
ices— any  similar  extension  of  passen- 
ger, mail  and  express  freight  services 
was,  of  course,  impossible.  Under  the 
auspices  of  the  Shipping  Board, 
American  cargo  steamers  are  now 
operating  from  this  country  to  every 
important  commercial  country  in  the 
world.  Before  the  war  our  equipment 
of  overseas  shipping  under  our  own 
flag  was  exceedingly  inadequate  for  its 
purposes.  The  half -century-old  Amer- 
ican Transatlantic  Line  was  operating 
from  New  York  to  Great  Britain  and 
France.  A  few  American  steamers 
were  on  the  Red  Star  route  to  Ant- 
werp. These  few  ships,  not  more  than 
a  half  dozen  all  told,  represented  the 
entire  participation  of  the  American 
flag  in  regular  transatlantic  carrying. 
Other  American  cargo  craft  made 
casual  transatlantic  voyages.  There 
were  no  other  regular  American  west- 
em  ocean  services  beyond  the  activi- 
ties already  described. 

Across  the  Pacific  at  the  outbreak  of 
the  world  war  one  American  steamer, 
the  Oreat  Northern  Minnesota,  of 
20,000  tonnage,  largest  in  our  mer- 


chant marine,  operated  from  Puget 
Sound  to  the  Orient,  Five  American 
steamers  of  the  famous  old  Pacific  Mail 
Company  were  running  via  Honolidu 
to  Japan  and  China.  The  Oceanic 
Line  had  three  ships  in  service  from 
San  Francisco  to  New  Zealand  and 
Australia.  This  was  the  total  of  our 
Pacific  liner  transportation — and  the 
Minnesota  and  the  five  Pacific  MaU 
liners  were  withdrawn  and  sold  in 
1915  on  the  enactment  of  the  La  Fol- 
lette  Seamen's  Law. 

A  branch  of  the  Pacific  MaU  Com- 
pany sent  small  steamships  coasting 
down  from  San  Francisco  to  Mexico, 
Central  America  and  the  Isthmus  of 
Panama,  whence  the  Panama  Rail- 
road Company's  fleet,  owned  by  the 
War  Department,  went  northward  in 
the  Atlantic  to  New  York.  The  New 
York  and  Cuba  Mail  Steamship  Com- 
pany (Ward  Line),  the  United  Fruit 
Company,  the  Munson  Steamship 
Line,  the  Clyde  Line  and  the  Red 
"D"  Line  maintained  services  from 
North  Atlantic  and  Gulf  ports  to  the 
Caribbean  region,  where  alone  in  all 
the  world  the  American  merchant 
flag  was  dominant.  Our  relatively  few 
"tramp"  steamers  and  large  sail  ves- 
sels made  occasional  voyages  to  South 
America;  but,  with  Uie  exceptions 
noted,  American  merchant  shipping 
was  confined  to  the  coasts  of  the  United 
States  and  to  domestic  commerce  with 
Alaska,  Porto  Rico  and  Hawaii. 

Now,  because  of  the  war  and  its  re- 
quirements, this  condition  has  quickly 
and  completely  changed.  Private  cap- 
ital and  enterprise  have  estabUshed 
new  passenger  and  cargo  services  from 
our  Atlantic  coast  to  Hamburg  and 
into  the  Mediterranean,  and  private 
capital  and  enterprise,  in  cooperation 
with  the  United  States  Shipping  Board, 
are  operating  20£  established  general 
cargo  berths  between  the  United  States 
and  the  ports  of  various  foreign  coun- 
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tries.  No  fewer  than  100  of  these  202 
general  cargo  berths  are  from  ports  of 
the  North  Atlantic,  while  27  are  from 
ports  of  the  South  Atlantic,  54  from  the 
Gulf  and  21  from  ports  of  the  Pacific. 
American  cargo  steamships  are  for  the 
first  time  in  regular  operation  out  of  the 
Gulf  to  European  and  other  distant 
ports.  These  are  some  of  the  entirely 
new  American-flag,  r^ular,  general 
cargo  services: 

New  York  to  South  and  East  Africa 
New  York  to  East  Coast  of  Africa  via 

Red  Sea 
New  York  to  India 
New  York  to  Dutch  East  Indies  and 

Straits  Settlements 
San  Francisco  to  Dutch  East  Indies  and 

Straits  Settlements 
New  York  to  Australasia 
New  York  to  Far  East 
Baltimore  to  Far  East 
Jacksonville  to  Far  East 
New  Orleans  to  Far  East 
New  Orleans  to  India 
Pacific  Coast  ports  to  Far  East 
Pacific  Coast  ports  to  Australasia 
San  Francisco  to  East  Coast  of  South 

America 
South  Atlantic  ports  to  East  Coast  of 

South  America 
South  Atlantic  ports  to  West  Indies 
Philadelphia  to  Far  East 
Portland,  Me.,  to  Antwerp 
Boston  to  Antwerp 
Boston  to  Constantinople  and  Black  Sea 

ports 
Boston  to  Copenhagen  and  Gothenburg 

These  services  are  being  operated 
under  authority  of  Section  7  of  the 
Merchant  Marine  Act  of  June  5,  1920, 
which  directs  the  Shipping  Board 

to  investigate  and  determine  as  promptly 
as  possible  after  the  enactment  of  this  Act, 
and  from  time  to  time  thereafter,  what 
steamship  lines  should  be  established  and 
put  in  operation  from  ports  of  the  United 
States,  or  any  territory,  district  or  posses- 
sion thereof,  to  such  world  and  domestic 
markets  as  in  its  judgment  are  desirable  for 
the   promotion,    development,    expansion 


and  maintenance  of  the  foreign  and  coast- 
wise trade  of  the  United  States  and  an 
adequate  postal  service. 

Two  wholly  new  transatlantic  pas- 
senger services  have  been  created  for 
the  Shipping  Board  in  the  United 
States  Mail  Steamship  Company, 
operating  former  German  liners  and 
newer  ships  to  the  United  Kingdom, 
Bremen,  Danzig  and  the  Mediterra- 
nean, and  the  United  American  Lines, 
Inc.  (the  Harriman  Company),  from 
the  North  Atlantic  to  the  port  of 
Hamburg — ^the  latter  carrying  only 
steerage  passengers  at  the  present  time. 
The  Shipping  Board  has  also  estab- 
lished a  freight  and  passenger  service 
^  from  New  York  to  the  east  coast  of 
South  America  and  from  New  York  to 
South  and  East  Africa.  Of  these  the 
east  coast  South  America  line  to 
Brazil  and  the  River  Plate,  employing 
large  former  German  passenger  steam- 
ers, is  of  very  great  importance.  The 
United  States  abo  possesses  an  admir- 
able passenger,  mail  and  fast  freight 
service  from  New  York  through  the 
Panama  Canal  to  the  west  coast  of 
South  America  in  privately-owned 
ships  of  W.  R.  Grace  and  Company. 

On  the  Pacific  Ocean  the  Shipping 
Board  has  allocated  to  the  Pacific 
Steamship  Company  and  to  the  Pacific 
MaU  Steamship  Company  newly-built 
passenger  and  cargo  steamers,  con- 
verted from  army  transports,  for  the 
essential  routes  from  Puget  Sound  and 
San  Francisco  to  the  Orient  and  for  an 
entirely  new  service  from  San  Francisco 
to  Manila  and  India.  These  new  liners 
are  of  two  classes — one  of  a  length  of 
535  feet  and  a  speed  of  17  knots,  with 
a  capacity  for  upwards  of  200  passen- 
gers, and  the  other,  somewhat  less  in 
length  and  of  a  speed  of  14  knots,  with 
a  capacity  for  about  80  passengers. 
Though  not  record-breakers  in  speed 
or  size,  these  ships  are  approved  by 
practical  operators  as  of  an  excellent. 


Digitized  by 


Google 


Shipping  Services  k>b  American  Foreign  Trade 


97 


all-round  type  for  liner  service  in  the 
Pacific  and  to  South  America. 

These  transport  liners  number  26  all 
told.  Several  of  them  have  been 
allocated  to  the  Shipping  Board  service 
of  the  Munson  line  from  New  York  to 
Rio  de  Janeiro  and  Buenos  Aires,  and 
others  to  the  New  York  and  Cuba  Mail 
Steamship  Company  for  a  service  to  the 
West  Indies  and  Spain.  Several  of 
these  new  liners  are  now  in  operation 
in  the  service  of  the  United  States  Mail 
Steamship  Company  between  New 
York  and  Europe.  All  the  ships  of  this 
liner  class  shoidd  be  completed  and 
commissioned  within  a  year.  They 
will  go  far  to  supply  the  urgent  need  of 
a  regular  mail,  passenger  and  fast 
freight  service — ^but  they  will  have  to 
be  supplemented  later  on  by  even 
larger  and  faster  ships,  designed  and 
built  to  private  order.  It  will  be 
several  years  at  best  before  the  regular 
passenger  service  of  the  United  States 
to  foreign  ports  is  fully  comparable 
with  that  of  Great  Britain,  France,  or 
Italy — or  the  German  service  as  it  was 
before  the  war. 

In  cargo  ships,  however,  the  Ship- 
ping Board  construction  has  provided 
for  American  manufactmers  and  mer- 
chants a  far  more  frequent  and  ade- 
quate equipment  than  our  business 
men  have  ever  had  before.  It  was  the 
general  practice  of  the  European 
steamship  companies  that  monopolized 
our  ocean  carrying  before  1914  to 
arrange  that  the  cargo  as  well  as  the 
passenger  service  from  American  ports 
should  be  distinctly  inferior  to  the 
services  provided  by  these  foreign 
conq>anies  for  their  own  manufacturers 
and  merchants.  As  a  general  rule, 
these  European  steamship  managers 
placed  their  best  and  largest  ships  on 
their  main  export  routes  from  their 
own  ports  in  Europe.  Though  their 
scheduled  freight  rates  were  not  always 
diseriminatory  against  American  com- 


merce, their  actual  freight  rates  and 
their  general  methods  were  often 
exceedingly  oppressive  to  American 
commerce.  This  truth,  familiar  to 
Americans  engaged  in  world-round 
trade,  was  suflSciently  demonstrated* 
by  the  insistence  of  some  of  the  great- 
est of  our  exporting  companies — ^the 
United  States  Steel  Corporation  and 
the  Standard  Oil  Company,  for  exam- 
ple— on  possessing  shipping  of  their 
own,  which  made  them  independent  of 
restraint  by  the  shipping  of  their 
competitors  in  Europe. 

A  glance  at  the  announcements  of 
overseas  steamship  companies  in  the 
pages  of  the  commercial  journals  of 
New  York — three  whole  pages  of  some 
issues  are  devoted  to  this  purpose — 
shows  how  far  flung  are  our  present 
lines .  of  American  general  cargo 
steamers. 

Ships  under  the  Stars  and  Stripes 
are  announced  as  sailing  for  Havre  and 
Rouen,  for  Bordeaux,  Dunkirk  and 
Rotterdam,  for  Lisbon,  for  Oporto, 
Vigo  and  Bilbao.  One  new  steamship 
service  runs  to  Ireland — ^to  Dublin, 
Cork,  Belfast,  Limerick  and  Sligo. 
There  are  several  lines  imder  the 
American  &sg  to  liberated  Danzig  in 
the  Baltic  and  several  to  Gothenburg^ 
Malmo,  Stockholm  and  Helsingfors — 
harbors  in  which  the  American  flag 
had  scarcely  been  seen,  in  recent  years. 
American  cargo  steamers  steering  into 
the  Mediterranean  touch  at  Naples, 
Genoa,  Trieste,  Venice,  Piraeus  and 
Constantinople,  and  going  on  into  the 
Black  Sea  discharge  and  load  at  Con- 
stanza,  Galatz  and  Batun.  Our  fli^, 
borne  now  not  by  sail  craft  but  by 
steamers,  is  visible  on  the  west  coast  of 
Africa  at  Dakar,  Freetown,  Secondi, 
Monrovia  and  Fernando  Po.  In 
South  America,  Rio  and  the  River 
Plate  see  not  only  the  stately  passen- 
ger liners  of  the  Shipping  Board  but 
also  rugged  Yankee  cargo  craft.    In 
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the  Orient,  Shanghai,  Hong  Kong  and 
Manila,  once  familiar  with  our  tall- 
sparred  clipper  ships,  now  welcome 
scores  of  steel  freighters,  and  regular 
American  steamship  services  for  the 
'first  time  are  operating  to  Indian 
Ocean  ports — ^to  Bombay,  Colombo, 
Madras,  Rangoon  and  Calcutta. 

While  American  cargo  steamers  dur- 
ing the  first  six  months  of  the  calendar 
year  1920  conveyed  22,7^,217  tons 
of  our  imports  and  exports,  foreign 
ships  conveyed  15,278,967  tons.  A 
large  proportion  of  the  valuable  im- 
port cargoes  of  manufactured  goods 
was  carried  in  the  swift  passenger 
steamers  of  Great  Britain,  France  and 
Italy — far  more  numerous  than  our 
own. 

The  principal  ocean  trades  are  con- 
trolled by  conferences  established 
under  the  auspices  of  the  Shipping 
Board,  in  which  privately-owned  Amer- 
ican vessels.  Shipping  Board  vessels 
and  the  chief  foreign  companies  whose 
ships  are  plying  in  the  same  trades  are 
all  represented.  These  conferences, 
which  the  Shipping  Board  carefully 
supervises,  make  an  effort  to  stabilize 
freight  rates  at  levels  which,  while 
protective  of  the  interests  of  the  ship- 
ping companies,  will  guarantee  equi- 
table rates  to  American  exporters  and 
importers.  In  the  present  depressed 
state  of  world  conunerce  and  in  the 
face  of  existing  scarcity  of  cargoes,  it 
has  been  somewhat  difficidt  to  main- 
tain all  of  these  conferences  in  effective 
working  order,  but  their  influence  on 
the  whole  has  been  a  beneficitd  one. 
It  should  be  understood  that  secret 
rebates  and  other  questionable  devices 
of  previous  steamship  conferences  are 
under  the  ban  of  the  law. 

It  b  the  aim  of  the  government  to 
bring  about  a  condition  of  shipping  in 
which  about  60  per  cent  in  value  of  our 
imports  and  exports  shall  be  conveyed 
in  ships  of  American  registry.    At  the 


present  time  the  American  proportion 
of  our  overseas  carrying  is  in  value 
probably  not  more  than  40  per  cent. 
It  is  believed  that  the  United  States 
shoidd  rightfully  have  50  per  cent  of 
the  carrying  trade  between  this  coun- 
try and  the  United  Kingdom,  and  the 
same  proportion  of  our  carrying  trade 
with  France,  Italy,  Germany,  Scandi- 
navia and  other  countries  possessing 
ocean  shipping  of  their  own — and  that 
much  more  than  50  per  cent  shoidd 
fairly  be  seciured  for  American  ships  in 
the  trade  with  countries  like  those  of 
South  America  and  the  Asiatic  main- 
land, for  example,  that  have  not 
developed  their  shipbuilding  and  navi- 
gation to  any  great  extent. 

In  order  to  convey  60  per  cent  of  our 
entire  normal  imports  and  exports  in 
American  vessels,  the  United  States 
will  require  its  entire  present  war-built 
and  privately-owned  merchant  fleet 
(excepting,  of  course,  the  emergency 
wooden  steamers),  and  a  certain  addi- 
tional tonnage  of  passenger  liner  and 
cargo  liner  craft  not  yet  constructed. 

Foreign   Opposition   to   American 
Merchant  Marine 

The  influence  of  the  new  Merchant 
Marine  Act  of  June  5, 1920 — ^the  Jones 
law — ^has  not  yet  been  completely 
tested.  Some  of  its  most  important 
provisions  have  not  been  enforced. 
It  is  already  manifest  that  in  the  devel- 
opment of  our  merchant  marine  we 
must  count  on  strenuous  foreign  oppo- 
sition. There  is  no  doubt  that  Amer- 
ican vessels  are  being  discriminated 
against  in  many  foreign  ports  in  a 
spirit  wholly  contrary  to  tiie  natural 
comity  of  nations.  One  of  the  new 
services  established  by  the  Shipping 
Board  runs  to  the  west  coast  of 
Africa. 

When  the  pioneer  cargo  steamer  of 
the  first  American  line  reached  a  cer- 
tain West  African  port — ^it  happened 
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to  be  a  British  colonial  port — ^the 
master  of  the  steamer  fomid  to  his 
astonishment  and  wrath  that  a  power- 
ful British  steamship  company,  dom- 
inating the  commerce  of  that  port, 
had  placed  its  own  steamers  alongside 
the  most  convenient  piers  and  had 
engaged  all  the  lighters  of  the  port, 
loaded  them  with  stone  and  berthed 
them  under  all  the  remaining  hoisting 
cranes,  so  that  there  was  no  place  for 
the  Yankee  ship  to  discharge  her  cargo. 

But  the  master  of  the  vessel  was  a 
man  of  initiative  and  determination. 
First  preparing  his  lifeboats  so  that  he 
could  land  his  cargo  on  the  beach  in  an 
emergency,  he  went  ashore  and  with 
the  agent  of  the  ship — ^a  British  sub- 
ject— called  on  the  British  colonial  gov- 
ernor and  stated  his  case  with  such 
emphasis  that  presently  this  official 
informed  the  managers  of  the  offending 
British  steamship  company  that  they 
must  move  their  vessels  and  make  way 
for  the  American  to  come  in. 

Another  ship  of  this  same  American 
fleet  went  to  the  English  port  of  Man- 
chester to  load  for  the  West  African 
coast.  There,  also,  the  ship  met  a 
very  cold  reception.  Even  the  lighter- 
men of  the  port  refused  to  handle  a 
cargo,  to  go  out  under  Yankee  colors. 
Of  course,  in  all  American  ports  the 
lighterage  services  and  all  other  serv- 
ices for  many  years  have  been  as  read- 
fly  available  to  British  as  to  American 
steamships — and,  indeed,  Mx>  ships  of 
all  registries  and  all  flags  on  equal 
terms. 

It  has  just  been  announced  that  an 
American  steamship  organization  oper- 


ating out  of  the  port  of  Galveston, 
Texas,  found  itself  compelled  to  char- 
ter steamers  under  the  British  flag  to 
export  raw  cotton  intended  for  the 
British  spinners  of  Lancashire,  who 
had  insisted  that  the  cotton  be  brought 
exclusively  in  British  ships  and  in- 
sured exclusively  in  British  insurance 
companies. 

Mr.  W.  A.  Harriman,  the  President 
of  the  American  Ship  and  Conmierce 
Corporation,  declared  in  a  recent  pub- 
lic address  that  his  American  ships  at 
the  port  of  Alexandria,  Egypt,  had 
been  unable  to  secure  any  cargoes  of 
Egyptian  cotton  bound  for  the  United 
States,  because  the  sellers  of  the  cotton 
had  agreed  with  British  steamship 
companies  that  the  cotton  should  be 
conveyed  to  America  only  in  British 
bottoms.  Mr.  Harriman  added  that 
an  offer  of  substantially  lower  freight 
rates  by  the  American  ships  failed  to 
make  any  impression  on  those  who 
had  concluded  this  arrangement.  This 
Egyptian  cotton  was  intended  for 
American  mills,  and  every  pound  of  it 
could  have  been  transported  in  Amer- 
ican vessels  at  a  considerable  saving 
of  freight  costs.  But  the  patriotic  com- 
bination of  British  cotton  dealers  and 
British  steamship  companies  would  not 
allow  this  to  be  done. 

Such  instances  as  these  suggest  that 
it  is  only  by  patience  and  determina- 
tion that  the  new  American  merchant 
marine  can  win  its  place  back  on  the 
high  seas.  British  resolution  to  mo- 
nopolize the  greater  part  of  our  own 
country's  carrying  trade  must  be  met 
by  equivalent  resolution  in  America. 
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AMONG  significant  influences  of 
the  war  is  an  increased  respect 
for  organization  as  a  means  of  accom- 
plishing desired  ends  in  civil  life,  as 
well  as  in  miUtary  operation.  It  was 
recognized,  in  a  conflict  in  which  there 
was  call  for  the  entire  energy  and  re- 
sources of  nations,  that  economic  coop- 
eration was  as  necessary  as  military 
organization;  and  continuous  coopera- 
tion was  only  to  be  assured  by  more  or 
less  formal  organization.  In  some 
cases,  the  necessary  organization  of 
industry  was  accomplished  by  direct 
government  control;  in  other  cases,  by 
private  organizations  directed  in  vary- 
ing measure  by  public  authority.  It 
was  logical  that,  as  thoughts  of  a  post- 
war period  began  to  assume  impor- 
tance in  the  minds  occupied  by  war 
activity,  organization  should  be  re- 
garded as  the  first  step  for  the  recovery 
and  development  of  national,  as  well  as 
international,  production  and  distribu- 
tion. Although  action  was  sporadic 
in  the  early  years  of  the  war  and  in 
form  the  organization  varied  in  differ- 
ent industrial  countries,  the  end  of  the 
war  saw  a  much  greater  similarity  in 
organization  methods  and  in  ideas  and 
opinions  of  nations  concerning  indus- 
trial combination  than  had  existed 
before  1914. 

The  greatest  change  in  opinion 
appears  in  England  and  in  the  United 
States,  which  were  the  most  prominent 
industrial  countries  characterized  by 
the  English  common  law  attitude  of 
opposition  to  certain  types  of  combina- 
tions which  involved  restraint  of  trade. 
English  government  conmiittees  and 
authorities    adopted    a    position    of 


encouragement  of  trade  and  industrial 
organizations  as  a  means  of  rehabili- 
tating commerce  and  industry.  The 
United  States  departed  from  its  tra- 
ditional attitude  in  passing  the  Webb 
Law,  legalizing  export  combinations. 
The  pre-war  contrasts  with  Grermany 
in  this  respect  have  largely  disappeared . 
The  development  of  trade  and  in- 
dustrial organization  during  and  fol- 
lowing the  war,  in  so  far  as  it  affects 
foreign  trade,  may  be  broadly  classified 
into  government  organizations,  on  the 
one  hand,  and  private  and  semi-public 
organizations  on  the  other.  Govern- 
ment organization  for  foreign  trade 
shows  the  greatest  development  in 
England,  where  the  Board  of  Trade 
and  the  Foreign  OflSce  jointly  formed 
the  Department  of  Overseas  Trade 
which  combined  a  variety  of  promo- 
tional activities  formerly  decentralized. 
The  general  divisions — ^Empire  Trades 
and  Economic  Division,  Foreign  Divi- 
sion, Exhibitions  and  Fairs  Division, 
Export  Credits  Department — vindicate 
roughly  the  broad  scope  of  its  work. 
Chiefly  through  the  collection  and  dis- 
semination of  commercial  inteUigence 
concerning  trade  conditions  and  oppor- 
tunities, the  Department  aims  to 
develop  British  foreign  trade. 

Government  Organization  for 
Foreign  Trade 

In  Germany,  foreign  trade  matters 
were  before  the  war  handled  in  part  by 
the  Ministry  of  the  Interior  and  in 
part  by  the  Foreign  Affairs  OflSce. 
Efforts  to  bring  about  the  establish- 
ment of  a  ministry  dealing  specifically 
with  foreign  trade  were  unsuccessful. 
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The  goverDment  recognized,  however, 
that  the  Ministry  of  the  Interior  com- 
bined too  many  functions;  conse- 
quently, there  was  formed  a  new  de- 
partment called  the  Imperial  Economic 
QflBce.  The  jmrisdiction  of  this  de- 
partment in  matters  of  commerce 
embraces  questions  of  commercial  pol- 
icy and  commercial  treaties,  war 
economic  measures  including  retal- 
iation, economic  aspects  of  tariff 
and  taxation,  insurance,  corporations, 
banks,  stock  exchanges,  exhibitions 
and  matters  concerning  conditions  of 
production  at  home  and  abroad,  gea- 
&9I  statistics,  as  well  as  statistics  of 
trade  with  foreign  countries. 

In  France  the  change  in  govern- 
mental organization  has  been  one  in 
activity,  rather  than  in  form.  The 
French  Office  Naiional  du  Commerce 
Exterieur  was  intended  to  aid  French 
exporters  and  importers  by  means  of 
commercial  intelligence  service  and 
otherwise;  but,  prior  to  the  war,  httle 
could  be  done  because  of  inadequate 
support.  Renewed  interest  in  exports 
is  responsible  for  increased  appropria- 
tions and  the  correspondingly  increased 
scope  of  its  activities.  Steps  have 
been  taken  likewise  by  the  Italian 
Ministry  of  Commerce  to  strengthen 
the  central  organization,  in  order  to 
establish  contact  between  the  Depart- 
ment of  Commercial  Intelligence  and 
industrial  concerns.  A  Committee  of 
Commercial  Intelligence  has  been 
formed,  the  purpose  being  to  coordinate 
commercial  intelligence  and  the  activ- 
ities of  the  government  with  those 
institutes  of  similar  purpose,  the  com- 
mercial attaches  and  the  chambers  of 
commerce  abroad. 

Supplementing  these  organizations 
are  the  semi-official  commercial  organ- 
izations of  the  chamber  of  commerce 
type.  Great  Britain  has  encours^ed 
the  establishment  of  chambers  of  com- 
merce in  forei^  countries;  and,  since 


the  war,  has  brought  it  about  that 
most  of  these  are  purely  British  and 
working  for  British  interests.  In 
France,  reorganization  of  the  domestic 
chambers  of  commerce  according  to 
the  regional  system  has  been  carried 
out  in  the  interests  of  greater  efficiency. 
Individual  chambers,  such  as  the 
Paris  and  the  Lyon  organizations,  have 
been  active  in  promoting  foreign  trade. 
The  presidents  of  the  various  cham- 
bers, with  representatives  chosen  on 
the  basis  of  one  to  each  ten  thousand 
members,  form  a  central  organization. 
Various  chambers  of  commerce  in 
Germany  have  taken  an  active  interest 
in  foreign  trade.  In  all  these  countries, 
federations  of  chambers  of  commerce 
provide  the  means  for  greater  uni- 
formity of  policy*  Fairs  and  perma- 
nent exhibitions  of  national  products 
in  foreign  markets  are  maintained  by 
German,  French  and  English  bodies. 

Private  and  Semi-Public 
Organizations 

The  private  and  semi-public  organ- 
izations, dealing  directly  or  indirectly 
with  foreign  trade,  present  a  multi- 
plicity of  forms.  Some  of  them  are 
organized  upon  a  territorial  basis;  for 
others,  purpose  is  the  organization 
basis.  Many  combinations  deal  with 
the  interests  of  members  of  the  particu- 
lar industry  or  branch  of  industry. 
Distinction  may  be  made  between 
associations  of  the  federation  type, 
embracing  numerous  industries,  and 
associations  embracing  individual  in- 
dustries or  branches  of  an  industry. 
A  third  group  includes  associations 
formed  to  promote  commercial  rela- 
tions with  individual  foreign  countries. 
Another  class  includes  export  trade 
associations;  and  the  fifth  group, 
associations  formed  for  general  pur- 
poses which  have  a  bearing  upon 
foreign  trade.  The  last,  but  not  least, 
important  group  comprises  the  various 
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industrial  combinations,  consolida- 
tions»  trade  associations,  cartells,  syn- 
dicates and  the  like. 

Federations  having  large  member- 
ship of  firms  and  associations  in  various 
industries  were  created  in  England, 
Grermany,  France  and  other  European 
countries  during  and  after  the  war. 
The  Federation  of  British  Industries, 
a  trade  organization  comprising  some 
twenty  thousand  British  manufactur- 
ing and  producii^  firms,  has  taken  an 
active  part  in  the  development  of 
foreign  trade  interests  of  Great  Britain, 
both  by  constructive  criticism  of 
governmental  action  and  by  establish- 
ing, on  its  own  initiative,  representa- 
tion through  trade  commissions  in 
various  parts  of  the  world,  by  con- 
ducting an  information  and  advisory 
service  for  those  engaged  in  export  and 
import,  and  by  taking  an  active  part 
in  the  establislunent  of  fairs  and  exhibi- 
tions. 

German  Associations 

The  German  federation,  called  the 
Reichsverband  der  Deutschen  Industrie, 
is  a  consolidation  of  the  two  most 
powerful  German  industrial  associa- 
tions; namely,  the  Zentral  Verband  der 
Deutschen  Industriellen  and  the  Bund 
der  Industrielien.  Together,  these  r^- 
resented  nearly  three  hundred  asso- 
ciations; the  latter  alone  represented 
thirty-five  thousand  firms,  through 
either  its  own  membership  or  that  of 
affiliated  associations. 

For  two  decades  after  its  formation 
in  1876,  the  Zentralverband  was  spokes- 
man of  German  manufacturing  indus- 
tries and  has  at  all  times  been  dis- 
tinctly more  protectionistic  than  the 
Bund  der  Industriellen;  it  has  issued 
directories  of  export  manufacturers 
and  has  encouraged  participation  in 
foreign  expositions.  War  conditions 
brought  the  two  associations  into  much 
closer  cont^t  thigi  hfwi  existed  pre- 


viously. Nevertheless,  it  was  impos- 
sible to  bring  about  complete  con- 
solidation until  after  the  Armistice. 
Meetings  were  held  in  the  spring  of 
1919,  and  organization  was  agreed  upon. 
As  finally  formed,  the  Reichsverband 
was  to  be  governed  ultimately  by  the 
members,  but  the  chief  work  was  to  be 
done  by  the  executive  committee,  for 
which  the  claim  was  made  that  it 
included  a  just,  uniform  and  carefidly 
considered  r^resentation  of  individual 
industrial  interests  and  of  individual 
industrial  sections  of  Germany.  Upon 
this  committee,  one  hundred  and  forty 
members  r^resent  the  various  indus- 
trial associations;  thirty  members  rep- 
resent territorial  associations.  There 
are  ten  representatives  of  the  individual 
enterprises,  ten  more  chosen  by  the 
other  members  of  the  committee.  The 
business  management  of  the  Imperial 
Association  consists  of  not  less  than 
thirty,  nor  more  than  sixty  persons. 
Among  the  special  committees  ap- 
pointed are  several  which  indicate  the 
scope  of  its  activity;  namely,  the 
committee  on  carrying  out  the  eco- 
nomic provisions  of  the  peace  treaty, 
the  committee  on  taxation,  and  the 
committee  on  economic  policy.  The 
Imperial  Association  is  working  hand 
in  hand  with  the  newly  created  Impe- 
rial Economic  Office  and  with  the 
Department  of  Foreign  Affairs  in 
the  development  of  foreign  trade 
relations. 

French  Associations 

There  are  two  French  federations. 
The  most  important  is  L* Association 
National  d*Expansion  Economique, 
formed  December  15,  1915  under  the 
auspices  of  the  Paris  Chamber  of  Com- 
merce and  comprising  the  important 
manufacturers,  trade  associations,  in- 
surance, banking,  shipping  and  railway 
interests.  According  to  official  state- 
ment, 
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L'AssociaUan  National  d^Expansion 
Ecoffuymiqm  is  an  organization  for  inquiry 
and  action  which  will  gather  together  with- 
out prejudice  to  their  autonomy  those 
persons  and  associations  belonging  to  or 
interested  in  commerce,  industry,  and 
agriculture,  to  unite  their  efforts  and 
coordinate  their  work.  ...  It  will 
assure^  oonunon  action  in  the  national 
interest.  To  this  end  it  will  on  the  one 
hand  make  inquiries  in  France  and  abroad; 
and  on  the  other  it  will  stimulate,  either 
directly  or  by  encouragement,  the  creation 
of  an  institutions,  organizations,  or  en- 
tentes tending  to  facilitate  the  fabrication, 
transport  or  sale  of  French  products.  It 
win  call  forth  the  establishment  of  new 
industries  in  France  and  the  opening  of  new 
foreign  mariEets. 

Plans  have  been  made  to  publish 
yearly  an  index  of  French  production, 
which  is  intended  to  give  a  su3rvey  of 
the  industries  of  France  and  of  particu- 
lar firms.  Another  association  of  the 
federation  type,  formed  in  the  fall  of 
1919,  is  La  Fidhation  GSnSrale  de  la 
Production  Frangaise.  The  purpose  of 
the  latter  syndicate  is  to  increase 
Fr^ich  production  and,  consequently, 
export  power.  Among  other  countries, 
in  which  the  general  federation  idea 
has  been  adopted,  are  Sweden,  which 
has  the  Swedish  Export  Industries 
Central  Council,  and  Finland,  with 
the  Finnish  Export  Association. 

The  important  European  countries 
furnish  numerous  examples  of  general 
associations  intended  to  promote  the 
interests  of  the  members  of  a  particu- 
lar industry  or  trade.  The  chemical 
industries  of  France,  Grermany  and 
England  furnish  examples;  others  are 
Verein  der  Eisen  und  Stahl  IndiuirieUen 
in  Germany,  the  associations  of  ma- 
chinery manufacturers  and  the  associa- 
tions in  textile  and  leather  trades  in 
Germany  and  England.  Of  slightly 
different  character  are  the  associations 
of  manufacturers  in  particular  prov- 
inces and  districts.    Such  bodies  do 


not  attempt  to  influence  terms  of  sale 
or  selling  methods.  Many  of  them  are 
keenly  interested  in  foreign  trade  de- 
velopment, but  they  differ  widely  in 
scope  and  effectiveness;  their  work 
frequently  i4cludes  representation  of 
membership  in  tariff  and  commercial 
treaty  matters,  collection  of  statistics 
and  publications  in  convenient  form. 

Before  the  war,  Germany  possessed 
a  number  of  bodies  created  to  promote 
commercial  relations  between  Ger- 
many and  individual  foreign  countries. 
The  Grerman-French  Society,  Grerman- 
Russian  Society,  and  the  German- 
Argentinian  Central  Association  are 
examples.  In  the  main,  these  associa- 
tions have  continued  to  exist  either  in 
their  original  form  or  modified  by 
consolidation  for  more  effective  effort, 
such  as  the  union  of  the  Argentine  and 
Brazilian  societies  into  a  general  Grer- 
man-South  American  Group.  The 
federation  of  these  societies,  formed 
early  in  1919  under  the  leadership  of 
the  chairman  of  the  German-Argen- 
tinian Association,  aims  to  keep  these 
bodies  in  touch  with  each  other;  how- 
ever, it  will  act  only  when  the  matter 
is  of  general  interest  and  goes  beyond 
the  scope  of  ah  individual  society. 
For  somewhat  different  purposes  was 
formed  the  German-British  Economic 
Union  for  protecting  Grermans  in 
business  relations  with  Great  Britain, 
the  Colonies,  Dominions  and  Protec- 
torates. 

For  the  trade  and  industry  of  Grer- 
many, its  associations  for  maintaining 
and  increasing  the  Grerman  spirit 
among  Gernaan  subjects  residing 
abroad  are  abo  of  great  importance. 
There  exist  several  associations  of  this 
sort;  some  of  them  of  an  educational 
character  for  the  study  of  foreign  lands, 
others  for  the  maintenance  of  the 
connections  between  German  subjects 
in  different  parts  of  the  world.  The 
place  of  these  associations  in  Great 
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Britain  is  occupied  chiefly  by  the  Brit- 
bh  chambers  of  commerce  in  foreign 
countries  and  their  affiUation  with  the 
domestic  chamber  of  commerce  system. 
Nevertheless,  the  Anglo-Danubian 
Association,  formed  recently  for  the 
purpose  of  promoting  trade  between 
the  newer  Austro-Himgarian  secession 
states  and  Great  Britain,  indicates 
that  need  for  such  organization  has 
been  felt. 

Associations  dealing  mainly  with 
foreign  trade  interests  show  Uttle 
change  since  the  pre-war  period;  first, 
those  formed  to  handle  particidar 
aspects  of  commercial  relations  with 
foreign  countries  or  to  undertake 
general  propaganda  have  continued 
their  existence.  Germany  furnishes 
the  best  examples  of  this  type  in  the 
DeiUsch  WeUwirtschaJtlichegeseUschafU 
the  Association  of  German  Import 
Trade  and  the  Commercial  Treaty 
Association.  Associations  of  German 
exporters,  such  as  the  Vereinigung  der 
Exporifirmen^  Berlin,  including  the 
prominent  export  merchants  of  Berlin, 
similar  Hamburg  and  other  groups 
have  recently  been  federated  in  the 
Union  of  Grerman  Exporters. 

British  exporters  are  attempting  to 
secure  relationship  with  various  parts 
of  the  Empire  by  the  development  of 
such  associations  as  the  Canadian 
Association  of  British  Manufacturers 
and  Their  Representatives.  Member- 
ship in  these  associations  is  confined  to 
British  subjects,  such  as  British  man- 
ufacturers and  wholesale  exporters 
from  the  United  Kingdom  and  their 
representatives. 

French  export  merchants  and  repre- 
sentatives have  also  organized  in  the 
Syndical  Chamber  of  Agents  for  Ex- 
port Trade.  The  National  Privy 
Council  for  Export  Trade,  the  Cham- 
ber of  Commerce  for  Export  Trade, 
the  Norman  Committee  of  Encourage- 
ment for  the  Formation  of  French 


Agents  Abroad  may  be  mentioned  in 
passing. 

Promotion  of  Foreign  Trade  by 
Industrial  Combinations 

Industrial  combinations  along  famil- 
iar lines — pools,  cartells,  trusts,  comp- 
toirs,  consoUdations — are  usually  or- 
ganized primarily  for  domestic  trade; 
but,  in  the  majority  of  cases,  they 
have  a  keen  interest  in  export  trade, 
while  in  some  cases  they  have  been 
organized  exclusively  for  development 
of  foreign  business.  The  general  lines 
of  development  are  much  the  same  as 
in  the  pre-war  period;  but,  as  a  result 
of  the  war,  there  has  been  a  distinct 
increase  in  the  number  j^nd  impor- 
tance of  such  combinations  and  their 
activities  in  foreign  trade  matters. 
The  English  Committee  on  Trusts, 
which  reported  in  1919,  r^arded  the 
group  of  associations,  in  which  a  larger 
part  of  the  manufacturers  or  operators 
of  a  certain  branch  combined  for  pur- 
poses of  regulating  sales,  as  much  more 
significant  than  the  numerous  loose 
agreements.  Associations  regulating 
output  are  differentiated  from  pools; 
both  of  these  are  in  turn  to  be  distin- 
guished from  the  more  advanced 
organizations  or  consoUdations  called 
combines  in  England  and  syndicates 
(or  cartells)  in  Germany  and  France. 

As  in  America,  the  merger  or  con- 
solidation in  England  has  proceeded 
more  rapidly  because  pf  the  doubtful 
legal  status  of  looser  arrangements. 
The  comparative  freedom  of  German 
business  men  in  the  pre-war  period  to 
combine  as  they  wished  postponed  to 
some  extent  the  resort  to  merger  or 
consolidation  types;  but,  even  prior  to 
the  war,  the  tendency  in  direction  of 
consoUdation  is  to  be  clearly  perceived. 
In  all  of  these  countries  there  b  a  dis- 
tinct movement  toward  integration  of 
industry. 

The  selling  syndicate,  in  which  a 


Digitized  by 


Google 


Foreign  Trade  Organization 


105 


group  of  manuf  actiirers  contract  to  sell 
their  output  exclusively  through  the 
central  sales  oflSce  of  the  organiza- 
tion, presents  the  highest  devfelopment 
of  the  combination  short  of  merger 
or  consolidation.  These  syndicates  es- 
tablish agencies  in  various  countries 
to  get  foreign  business;  for  instance, 
the  French  Comptoir  for  Exportation 
of  Metallurgical  Products  has  branches 
in  Brazil,  Argentina  and  China.  The 
German  coal,  iron  and  steel  syndicates 
of  the  pre-war  period  likewise  main- 
tained foreign  branches  for  the  sale  of 
their  products.  They  also  gave  export 
bounties  to  those  domestic  manufactur- 
ing consumers  of  their  products  who 
were  engaged  in  export. 

At  the  present  time,  the  raw  mate- 
rial situation  in  France  and  Germany 
compels  the  attention  of  industrial  or- 
ganizations generally.  In  both  coun- 
tries, eflForts  have  been  made  with 
government  assistance  to  centralize  the 
purchases  of  essential  materials,  either 
through  syndicates  or  otherwise,  to 
prevent  losses  which  might  be  suffered 
through  competitive  purchase.  Sell- 
ing organizations  have  generally  had 
to  accord  a  great  deal  of  consideration 
to  prices,  due  to  depreciated  currency 
and  adverse  exchanges.  The  Wire 
Export  Company,  Ltd.,  in  Germany, 
the  Shoe  and  Leather  Export  Associa- 
tion in  England  are  typical  of  the  com- 
binations formed  to  handle  exclusively 
the  foreign  business  of  members. 

The  Rhenish-WestphaUan  Coal  Syn- 
dicate, the  most  powerful  of  the  Ger- 
man pre-war  syndicates,  expired  by 
limitation  during  the  war  and  was 
extended  only  by  pressitfe  of  govern- 
ment authority.  Prices  and  deUveries 
of  coal  under  present  conditions  in 
Germany  are  more  than  ever  a  matter 
of  intense  national  interest,  undoubt- 
edly the  reason  for  the  compulsory 
organization  of  the  Coal  Economic 
Union,  formed  after  the  war  for  facil- 


itating governmental  regulation  of  the 
coal  industry  in  the  transition  period. 
This,  of  course,  detracts  from  the  power 
and  influence  of  the  coal  syndicate. 

In  the  iron  and  steel  industry  the 
most  powerful  syndicate  was  the  Steel 
Works  Union,  formed  originally  in 
1904  and  renewed  from  time  to  time. 
At  the  last  renewal,  in  1912,  consid- 
erable diflSculty  was  experienced  be- 
cause of  the  conflict  of  interests  be- 
tween integrated  and  non-integrated 
member  firms,  and  the  organization 
emerged  with  considerably  less  power 
than  before.  During  the  war,  the 
syndicate  was  extended  from  time  to 
time  under  pressure  of  the  government, 
and  its  scope  was  extended  to  include 
sales  of  bar  iron  for  which  syndication 
had  long  been  attempted.  The  syndi- 
cate was  renewed  provisionally  on 
several  occasions  after  the  war,  but  was 
finally  dissolved  in  May,  1920.  Its 
place  was  taken  in  part  by  the  Iron 
Economic  Association,  the  nature  of 
which  was  similar  to  that  of  the  Coal 
Economic  Association,  and  in  part  by 
a  general  organization  of  the  steel  trade 
called  the  Stahlbund, 

In  France  there  has  been  formed 
since  the  war  the  Comptoir  Siderur- 
giquCy  which  includes  all  the  French 
steel  works  and  takes  an  active  part  in 
iron  and  steel  exportation.  In  many 
directions  its  powers  are  less  limited 
than  those  of  its  German  counterpart. 
According  to  its  articles,  it  need  not 
confine  itself  to  purchase  and  sales  of 
various  kinds  of  iron  articles.  It  is 
also  empowered  to  undertake  exploita- 
tion of  the  industry  and  purchase  of 
coal,  iron  ore  and  raw  materials.  The 
new  combination  embraces  older  com- 
binations, which  individually  dealt 
with  half-finished  products,  rails, 
beams  and  sheets.  One  of  the  mem- 
bers of  the  de  Wendel  concern  was  a 
member  of  the  German  combination 
at  the  time  when  Alsace-Lorraine  was 
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considered  German  territory.  Bel- 
gium has  likewise  recently  formed  a 
Steel  Works  Union  of  the  German  type. 
Limitation  of  space  forbids  more  than 
mention  of  the  combinations  in  textile, 
machinery,  ceramic,  leather  and  other 
trades. 

The  war  seems  to  have  given  the 
development  of  merger  and  consolida- 
tion a  marked  impetus,  although  no 
new  types  have  developed.  Resistance 
to  amalgamation,  because  it  involved 
loss  of  autonomy  and  frequently  loss 
of  identity,  has  apparently  been  much 
decreased.  The  control  of  metal  mar- 
kets, formerly  in  German  possession 
through  the  MetaU-GesdUchafty  is  to 
be  contested  by  the  SociSiS  des  Metaux 
in  France  and  the  British  Metals 
Corporation.  The  *' Amalgamated  In- 
dustriab,"  organized  in  the  United 
Kingdom  in  1919,  is  a  prominent  ex- 
ample of  the  holding  corporation  form 
of  organization,  controlling  shipping, 
iron  and  coal  and  cotton  companies. 
Chemical  manufacturers  of  France 
have  amalgamated.  The  British  have 
formed  the  British  Dyestuflfs  Corpora- 
tion, in  order  to  meet  the  competition 
of  the  highly  organized  German  dye- 
stuflfs industry.  The  explosives  branch 
is  controlled  by  powerful  mergers,  both 
in  England  and  in  Germany.  Merger 
and  consolidation,  frequently  with 
intent  to  increase  d^ree  of  integration, 
have  shown  unremitting  progress  in 
the  coal,  iron,  metal  finishing  and 
engineering  trades  in  important  pro- 
ducing countries.  Under  the  leader- 
ship of  powerful  German  industrial 
leaders,  notably  Hugo  Stinnes,  August 
Thyssen  and  the  Stumms,  the  vertical 
combination,  based  on  long-term  con- 


tracts, mergers  and  fusions,  has  be- 
come the  most  significant  type  in 
the  German  heavy  industries.  Glass, 
tools,  textiles  are  other  lines  in  which 
we  find  prominent  fusions  in  two  or 
more  of  the  industrially  important 
European  countries. 

International  cartells  have  generally 
succumbed  to  the  war.  The  proposal 
to  revive  the  international  rail  agree- 
ment between  England,  Grermany, 
France  and  the  United  States  for 
division  of  foreign  trade  has  not  been 
received  with  favor  in  Germany  and 
France.  The  international  plate  glass 
cartell,  one  of  the  most  closely  organ- 
ized international  cartells,  has  likewise 
fallen  to  pieces  with  no  immediate 
prospect  of  renewal. 

Conclusion 

It  is  as  yet  too  early  to  judge  as  to 
the  efifectiveness  of  the  various  types 
of  organization  in  reestablishing  foreign 
trade,  and  a  fair  appraisal  can  not  be 
made  without  consideration  of  the 
progress  of  banking  and  shipping 
organization.  There  can  be  no  doubt 
that  organizations  of  merchants  and 
traders  are  much  more  active  and  are 
receiving  much  more  support  in  all 
progressive  countries  than  before  the 
war.  To  the  student  of  industrial 
combination,  it  seems  that  the  war 
brought  changes  in  emphasis,  looser 
organizations  being  displaced  by 
stricter  and  more  comprehensive  forms. 
No  distinctly  new  form  has  been 
developed;  but,  in  the  future,  the  sim- 
ilarity of  development  in  diflFerent 
countries  should  render  it  possible  to 
make  broad  and  thorough  comparisons 
of  all  types. 
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Grovemmental  Foreign  Trade  Promotion  Service  in  the 

TJnited  States 

By  Chauncet  Depew  Snow 

Manager,  Fofeign  Commerce  Department,  Chamber  of  Commerce  of  the  United  States  of  America 


The  Promotive  Attitude 

THE  United  Stetes  Government 
may  be  lacking  in  concrete  foreign 
policy  in  a  technical,  foreign-office 
sense,  but  it  has  for  years  followed  a 
definite  course  of  foreign  trade  pro- 
motion. The  amendments  to  the  Fed- 
eral Reserve  Act  culminating  in  the 
Edge  Act,  the  Webb-Pomerene  Act, 
the  recent  laws  on  shipping  and  marine 
insurance,  the  support  of  the  activities 
of  the  Inter-American  High  Commis- 
sion are  all  tangible,  legislative  action 
for  foreign  trade  promotion.  There 
may  be  a  confusing  range  of  congres- 
sional committees  having  a  hand  in  the 
fOT^gn  trade  matters,  and  ample  signs 
of  the  ignorance  of  the  right  hand  as 
to  the  action  of  the  left,  lack  of  a 
coordinating  policy  fitting  the  frag- 
ments into  a  workmanlike  whole,  but 
the  spirit  of  promoting  and  encourage- 
ing  foreign  (rather,  export)  trade  is 
indisputably  there.  Since  1904  we 
have  had  a  central  foreign  trade  infor- 
mation bureau  (the  old  Bureau  of 
Manufactures,  succeeded  by  the  Bu- 
reau of  Foreign  and  Domestic  Com- 
merce) and  Congress  has  from  year  to 
year  granted  the  means  for  the  devel- 
opment and  improvement  of  the  for- 
eign trade  information  service. 

The  Agencies  op  Trade  Promotion 
The  Bureau  of  Foreign  and  Domes- 
tic Commerce,  in  the  Department  of 
Commerce,  is  the  hub  of  our  service. 
The  State  Department,  with  the  ex- 
panding consular  service,  is  the  chief 
arm  of  the  Government  in  this  work 
outside  the  Commerce  Department, 
and  its  foreign  trade  promotion  activi- 
ties are  by  law  hooked  up  with  the 


Bureau  of  Foreign  and  Domestic  Com- 
merce. The  Tariff  Commission,  the 
Federal  Trade  Commission,  the  Fed- 
eral Reserve  Board,  the  Department 
of  Agriculture,  the  Post  Office  Depart- 
ment and  the  Inter-American  High 
Commission  in  the  Treasury  Depart- 
ment all  have  certain  definite  functions 
contributing  .to  facilitate  export  busi- 
ness. These  various  government  agen- 
cies, and  others,  now  have  their  repre- 
sentatives meet  weekly  in  the  State 
Department  in  an  organization  with 
the  wartime  name  of  the  Economic 
Liaison  Committee,  in  which  infor- 
mation about  work  in  hand  and  in 
prospect  is  cleared  and  a  certain 
measure  of  coordination  is  made  pos- 
sible. For  most  practical  purposes, 
however,  the  United  States  Govern- 
ment's efforts  in  foreign  trade  promo- 
tion may  be  considered  as  depending 
on  the  Department  of  Commerce 
(Bureau  of  Foreign  and  Domestic  Com- 
merce) and  the  Department  of  State 
(Consular  Service,  Geographic  Divi- 
sions, and  Foreign  Trade  Adviser's 
Office).  On  the  joint  effectiveness  of 
the  Commerce  Bureau  and  the  Con- 
sular Service  and  its  administration 
our  exporters  in  the  main  must  rely, 
so  far  as  government  help  is  concerned. 

The  Bureau  of  Foreign  and  Do- 
mestic Commerce 

The  Bureau  of  Foreign  and  Domes- 
tic Commerce  publishes  the  foreign 
trade  statistics  and  the  reports  about 
conditions  and  trade  opportunities  in 
foreign  countries.  Exporters  want  to 
know  the  volume  and  nature  of  the 
trade  of  foreign  countries  in  particular 
commodities;  the  kind  of  goods  re- 
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quired  in  tliis  or  that  foreign  market; 
the  merchandising  methods,  customary 
terms  of  credit,  and  shipping  and  ware- 
house facilities;  the  customs  tariff  rates, 
the  consular  invoice  requirements,  the 
taxes  on  commercial  travelers;  and 
they  want  good  lists  of  merchants, 
manufacturers,  brokers  and  manufac- 
turers' agents.  These  things  they  can 
get  from  the  Bureau  of  Foreign  and 
Domestic  Commerce.  The  Bureau  is 
a  great  aggregation  of  constantly  re- 
newing files  of  facts  and  figures,  kept 
up  by  current  reading  and  collation  of 
official  reports,  official  gazettes,  direc- 
tories and  trade  papers  from  abroad, 
as  well  as  by  current  and  special  re- 
ports from  a  staff  of  resident  repre- 
sentatives and  traveling  investigators 
of  the  United  States  Government  in 
all  parts  of  the  world. 

In  the  Washington  office  of  the  Bu- 
reau there  is  a  research  staff  of  statis- 
ticians, economists,  geographic  experts, 
tariff  experts,  trade-mark  specialists, 
translators,  compilers  and  editors. 
The  work  is  organized  in  part  on 
geographic  lines  (Latin-American  Divi- 
sion, Far  Eastern  Division,  etc.)  and 
in  part  on  economic  subject  lines 
(Statistics  Division,  Tariff  Division, 
etc.).  Of  course,  there  is  a  good  deal 
of  administrative  work  in  connection 
with  the  extensive  field  service.  All 
told,  the  Washington  staff,  including 
all  classes  of  employes,  numbers  about 
one  hundred  and  fifty.  As  govern- 
ment offices  in  Washington  go,  it  is  a 
well-organized,  hard-working  and  gen- 
erally efficient  Bureau.  The  work  is 
interesting,  less  routine  than  most 
government  work,  and  has  attracted 
and  held  many  men  of  enthusiasm  and 
high  ability,  in  the  face  of  an  unusually 
low  level  of  salaries,  even  for  govern- 
ment work  in  Washington.  There  is 
testimony  from  former  directors  and 
other  officials  that  have  left  the  Bureau 
to  locate  with  business  concerns,  that 


in  zeal  and  efficiency  the  staff  of  the 
Bureau  of  Foreign  and  Domestic  Com- 
merce will  compare  favorably  with  th^ 
staff  in  successful  American  business 
houses. 

Besides  its  publications — ^the  Dwly 
Conmierce  Reports,  the  reports  of  Spe- 
cial Agents,  the  Miscellaneous  Series 
of  foreign  trade  reports,  the  Monthly 
Summary  and  the  other  statistical 
reports — and  heavy  use  of  circulars 
and  other  duplicated  material  in  the 
mails  on  the  basis  of  well-classified 
mailing  lists  of  American  exporters 
who  have  asked  for  the  service,  the 
Bureau  distributes  the  foreign  trade 
information  through  a  chain  of  branch 
offices.  These  are  district  offices  in 
charge  of  staff  men  under  civil  service* 
in  seven  of  the  principal  centers,  and 
"cooperative"  offices  in  chambers  of 
commerce  in  an  increasing  number  of 
other  industrial  and  trade  centers  in 
the  United  States.  Not  only  do  these 
offices  serve  their  purpose  in  the  dis- 
tribution of  the  information  which 
the  Bureau  obtains  from  export  decla- 
rations and  import  entries,  and  from 
foreign  countries,  but  they  also  serve 
the  decidedly  salutary  purpose  of  keep- 
ing the  Washington  headquarters  alive 
to  the  thought,  needs  and  tendencies 
in  the  cities  where  the  foreign  trade  is 
actually  being  handled. 

The  foreign  service  of  the  Bureau 
of  Foreign  and  Domestic  Commerce 
itself  consists  of  two  main  divisions: 
resident  general  representatives  and 
traveling  specialists  and  investigators. 
The  commercial  attache  is  the  resi- 
dent man,  the  trade  commissioner  is 
the  traveling  investigator.  Until  1916 
the  traveling  investigators  were 
known  as  commercial  agents  or  special 
agents.  The  change  of  designation 
was  made  to  give  a  title  that  would 
clearly  indicate  the  investigator  as  a 
government  representative  and  get 
away  from  the  use  of  the  word  **  agent  ** 
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with  its  sometimes  misleading  legal 
coimotation.  The  traveling  specialist, 
studying  foreign  markets  for  cotton 
goods,  electrical  equipment,  boots  and 
shoes,  agricultural  machinery  and  what 
not,  has  been  a  part  of  the  system  for 
fifteen  years  or  more.  The  commer- 
cial attach6,  or  resident  representative 
of  the  Commerce  Department,  dates 
back  only  to  1914. 

The  Trade  Cobimissioner 

The  field  for  the  traveling  investi- 
gator is  pretty  clearly  defined  and  needs 
no  particular  comment.  The  Bureau 
determines  upon  a  characteristic  in- 
dustry possessing  possibilities  for  ex- 
port, and  with  the  aid  of  the  interested 
trade  organizations  secures  a  man  with 
adequate  technical  training,  personal- 
ity, language,  and  writing  and  investi- 
gating ability  and  sends  him  out  to 
South  America,  or  Europe,  or  the  Far 
East,  or  somewhere  else,  to  report  back 
for  the  benefit  of  all  the  Americans  inter- 
ested in  the  things  which  an  American 
exporter  of  the  particular  commodities 
ought  to  know  about  the  markets  in 
question.  He  may  be  gone  one,  two 
or  three  years,  and  when  he  has  finished 
one  part  of  the  world  and  has  come 
back  home  and  told  his  story,  he  may 
be  sent  out  to  "cover"  another  con- 
tinent. Or,  he  may  go  back  into  busi- 
ness again.  The  exporters  like  these 
technical  reports  made  by  experts  and 
the  Bureau  every  year  sends  out  in- 
vestigators to  report  on  lines  not  pre- 
viously covered. 

The  Commercial  Attach^ 

The  commercial  attache's  field  is 
not  so  generally  recognized  as  clearly 
defined,  and  yet  in  half  a  dozen  years 
the  meagre  commercial  attach^  service 
has  so  firmly  established  itself  in  the 
good  graces  of  our  export  commimity 
that  when  Congress,  in  1920,  suggested 
eliminating  the  attaches  a  storm  of 


protest  arose  from  all  parts  of  the 
country.  The  commercial  attach^ 
is  attached  or  accredited  to  an  em- 
bassy or  legation,  as  a  rule.  In 
Australia,  where  we  have  no  legation, 
the  attach^  is  accredited  to  a  consu- 
late. The  commercial  attache  is  sent 
by  the  secretary  of  commerce  to  de- 
vote his  full  time  to  purely  commercial 
matters,  and  primarily  to  pay  atten- 
tion to  legislation,  and  aspects  of 
commerce  affecting  the  commercial 
interests  of  the  United  States  in  the 
particular  foreign  country  as  a  whole. 
His  "district"  is  not  a  city  or  a  group 
of  cities;  it  is  a  country,  and  his  busi- 
ness is  to  keep  American  business  men 
posted  on  the  broader  phases  of  busi- 
ness in  that  country.  He  is  accredi- 
ted to  the  embassy  or  legation  to  give 
him  the  prestige  of  such  a  connection 
and  likewise  to  make  his  services 
and  advice  available  to  the  Ameri- 
can ambassador  or  minister  in  any 
commercial  matter  requiring  formal 
representations  or  other  diplomatic 
action. 

The  offices  of  the  commercial  attach^ 
in  London  or  in  Peking  are  offices  of 
the  Bureau  of  Foreign  and  Domestic 
Commerce,  instantly  available  for  an 
urgent  telegraphic  inquiry,  staffed  by 
one  or  more  men  carefully  selected  for 
previous  training  in  connection  with 
American  business.  These  offices  are 
available  as  headquarters  for  the 
traveling  trade  commissioners  and 
are  of  undoubted  help  to  those  inves- 
tigators in  making  their  contacts. 
We  have  about  a  dozen  regular  com- 
mercial attaches  and  in  addition  about 
an  equal  number  of  so-called  resi- 
dent trade  commissioners,  practically 
equivalent  in  duties,  stationed  at  less 
-  important  posts,  and  not  called  com- 
mercial attaches  principally  because 
they  are  paid  out  of  appropriations 
other  than  that  designated  for  com- 
mercial attaches. 
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The  Ck)NBXJLAB  Service 
In  comparison  with  the  services  of 
other  nations  we  have  a  good  consular 
service.  We  have  hundreds  of  con- 
sulates, mostly  headed  by  full-time 
consuls  of  career,  chosen  as  a  result  of 
strict  examinations,  covering  practi- 
cally every  foreign  commercial  center 
of  any  real  importance.  As  a  rule,  the 
consul  must  start  at  the  bottom  of  the 
ladder  and  work  up — ^the  service  idea, 
like  in  the  army  or  navy,  is  there. 
The  compensation  is  not  great:  the 
average  for  officers  of  career  now  is  only 
$S,4fOO  per  annum.  There  is  no  retire- 
ment provision.  Allowances  for  enter- 
tainment and  travel  and  cost  of  living 
are  not  up  to  the  requirements  of  the 
position.  To  keep  up  a  high  standard 
in  our  consular  service,  it  must  offer  a 
more  attractive  career,  financially,  and 
in  promotions  and  post  assignments. 
The  consul  is  the  local  representative 
of  the  United  States  Government  in  a 
prescribed  district.  Notarial  duties 
are  likely  to  draw  heavily  on  his  time. 
His  set  functions  of  a  routine  character 
are  numerous.  He  is  selected,  natur- 
ally, with  this  multifarious  task  in 
mind.  It  may  well  be  that  the  man 
chosen  for  a  consular  place  will  have 
had  not  the  slightest  business  experi- 
ence, and  it  may  also  well  be  that  such 
a  man  will  have  a  successful  consular 
career.  He  has  a  number  of  routine 
tasks  that  bear  on  business — ^putting 
his  seal  on  consular  invoices,  ships' 
papers,  passports,  etc.  He  is  expected 
to  observe  and  report  on  all  phases  of 
business  in  his  district  which  are  per- 
tinent to  American  foreign  trade. 
Some  consuls  do  this  latter  work 
in  a  perfunctory  manner,  and  others 
do  it  brilliantly  well.  It  depends 
in  considerable  part  on  the  turn 
of  mind  of  the  consul,  and  in  part 
on  the  amoimt  of  time  available 
when  other,  more  routine  tasks  are 
dispatched* 


The  consul  is  a  wonderful  power  for 
good  in  our  foreign  trade,  especially  if 
he  stays  long  at  one  post.  He  can  get 
to  know  all  the  ins  and  outs  of  the 
business  in  his  district  and  his  reports, 
trade  opportunities,  and  trade  lists 
may  be  of  much  direct  value  to  our 
exporters.  The  right  kind  of  consul 
with  an  appreciation  of  the  chances 
for  trade  promotion  is  often  personally 
a  big  factor  in  the  sale  of  American 
products.  He  can  be  of  the  greatest 
assistance  to  American  salesmen  and 
to  resident  Americans  if  he  makes  the 
right  impression  and  the  right  sort  of 
contacts  with  local  business  men  and 
officials  of  the  district  where  he  is 
stationed.  He  should  return  to  the 
States  more  frequently  and  be  given 
better  facilities,  when  in  the  States,  for 
meeting  exporters  and  importers. 

CoNsuLAB  Economists 

To  improve  our  governmental  trade 
promotion  work  we  can  well  afford  to 
strengthen  these  local  headquarters  in 
the  consulates.  Every  advocate  of 
governmental  foreign  trade  promotion 
should  be  pleased  at  the  appointment 
of  economic  specialists  in  ike  consu- 
lates, to  give  their  full  time  to  the  con- 
sular trade  promotion  work.  The  first 
of  these  consular  economists  have  been 
sent  out  in  19£0  and  the  results  of  their 
work  remain  to  be  seen:  the  field  for  a 
specialist  on  trade  matters  in  every 
important  consulate  is  clear.  In  every 
consulate  in  a  commercial  district  of 
importance  there  are  enough  purely 
local  trade  matters  of  interest  to 
American  exporters  to  justify  the  full 
time  of  a  competent  observer. 

The  Diplomatic  Service 

The  diplomatic  service  has  more  and 
more  economic  problems  to  handle,  and 
is  possessed  of  great  possibilities  in 
trade  promotion,  particularly  in  shap- 
ing a  course  of  friendly  commercial 
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relations  between  the  United  States 
and  foreign  countries  and  in  negotiat- 
ing liberal  commercial  treaties.  It  is 
a  shamefully  neglected  branch  of  our 
foreign  service;  the  average  salary  of 
the  career  officials  in  the  service  is  less 
than  $1^900  per  annum,  and  at  present 
it  is  necessarily  restricted  to  men  of 
independent  means.  There  are  many 
good  men  in  it,  but  not  enough.  Some 
officials  have  wanted  to  keep  up  the 
^amour  of  its  mysterious  "political" 
work  and  to  keep  the  service  exclusive. 
As  a  matter  of  fact,  the  work  of  a  dip- 
lomatic secretary  is  most  often  of  as 
workaday  character  as  that  of  a  Civil 
Service  worker  in  Washington,  and 
there  is  little  reason  why  the  service 
should  not  be  made  into  an  adequately 
paid  force  staffed  entirely  with  capa- 
ble men  picked  for  their  fitness  for  close, 
careful  work,  with  less  emphasis  on 
their  social  qualifications.  '  Our  most 
successful  first  secretaries  and  coun- 
sellors today  are  a  very  high  type  of 
officials;  remarkable  for  a  capacity  for 
constant,  hard  work.'  The  Rogers 
Bill  for  consolidating  the  consular  and 
diplomatic  services  looks  like  a  step  in 
the  right  direction.  The  present  social 
gap  between  the  services  is  absurd. 
The  diplomatic  service  would  be 
greatly  improved  by  having  the  large 
consular  force  to  draw  on  for  capable 
secretaries  and  counsellors.  So  far  as 
trade  information  goes,  the  diplomatic 
service  is  not  at  present  a  material 
factor  in  our  equipment.  Its  work 
remains  largely  poUtical,  even  if  on 
a  more  or  less  economic  background; 
it  waits  on  Washington  to  a  consider- 
able extent.  Our  lack  of  settled, 
general  foreign  trade  policy  curtails 
the  possibilities  for  diplomatic  work 
on  conunercial  treaties  and  for  creating 
a  friendly  international  commercial 
atmosphere  that  might  loom  large  in 
the  work  of  governmental  trade  pro- 
motion. 


State  Department  Adbhnistration 
In  Washington  the  administration 
of  the  consular  and  diplomatic  service 
and  the  shaping  of  their  trade  promo- 
tion work  are  obviously  most  impor- 
tant. By  law,  the  Commerce  Depart- 
ment is  given  a  lien  on  the  commercial 
reports  received  at  the  State  Depart- 
ment, and  the  Commerce  Department 
is  privileged  to  call  on  the  consular 
service,  through  the  State  Department, 
for  special  consular  reports.  Many 
solid  series  of  reports  have  originated 
in  this  manner.  The  Commerce  De- 
partment publishes  the  consular  re- 
ports. The  administration  of  the  con- 
sular service,  however,  like  the  selec- 
tion and  assignment  of  consuls,  is 
entirely  in  the  hands  of  the  State 
Department.  The  building  up  of  our 
consular  service  has  been  in  large  part 
the  work  of  one  man,  Mr.  Wilbur  J. 
Carr,  the  present  director  of  the  serv- 
ice, who  deserves  nothing  but  praise 
for  his  successful  efforts  while  occupy- 
ing a  position  of  great  responsibility  in 
the  Department,  with  constant  de- 
mands on  his  personal  time  for  mis- 
cellaneous duties,  and  with  inadequate 
assistance.  The  defects  in  the  service 
can  not  be  removed  until  adequate 
administrative  machinery  for  it  in 
Washington  is  provided. 

The  other  most  important  State 
Department  element  in  the  work  of 
foreign  trade  promotion  is  that  of  the 
Foreign  Trade  Adviser.  The  Depart- 
ment, of  course,  requires  a  skilled 
foreign  trade  adviser  with  competent 
assistants,  to  see  to  it  that  instructions 
to  consuls  and  diplomats  on  commer- 
cial matters  are  aptly  drawn  and  the 
action  of  the  Department  generally 
teased  on  proper  advice.  The  office 
of  the  Foreign  Trade  Adviser  has  been 
developed  to  its  highest  point  during 
1920,  and  the  Department  of  State  is 
stronger  on  trade  matters  at  the  pres- 
ent time  than  it  has  ever  been  b^ore. 
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State  Department  verstis  Commerce 
Department 

Relations  of  the  Commerce  Depart- 
ment and  the  State  Department  are, 
unfortunately,  none  too  cordial.  The 
State  Department  is  properly  imbued 
with  its  responsibility  for  foreign  rela- 
tions and  bristles  against  encroach- 
ments. In  years  past  officials  in  that 
Department  have,  to  use  the  Washing- 
ton expression,  viewed  with  alarm,  the 
development  of  the  Bureau  of  Foreign 
and  Domestic  Commerce.  Why  should 
that  Bureau  publish  the  consular  re- 
ports? Why  in  the  world  should  it 
possess  its  own  commercial  attaches? 
The  commercial  attaches  are  an  espe- 
cially sensitive  point.  In  congressional 
hearings.  State  Department  officials 
have  stated  that  the  commercial 
attaches  are  unnecessary,  simply  du- 
plicating the  work  of  consuls.  The 
bogey  is  held  up  that  these  commercial 
attaches,  not  being  within  the  State 
Department,  may  upset  the  apple  cart 
on  some  delicate  matter  of  foreign 
policy,  and  are  therefore  a  menace  to 
the  conduct  of  foreign  relations.  Still 
another  point  made  against  the  com- 
mercial attaches  is  that  they  get  all 
the  glory  and  have  taken  the  heart  out 
of  the  consuls,  who  see  these  higher- 
paid  commercial  men  coming  into  the 
field,  getting  more  and  more  credit 
for  their  accomplishments  and  more 
and  more  space  in  daily  Commerce 
Reports,  making  more  frequent  trips 
to  the  States,  while  the  eflFective  work 
of  the  consuls  is  overlooked.  There- 
fore, the  argument  goes,  the  commer- 
cial attaches  should  be  eliminated,  or  at 
least  be  a  part  of  either  the  consular 
service  or  the  diplomatic  service  proper, 
on  the  State  Department  payroll,  sub- 
ject to  State  Department  administra- 
tion, and  opening  up  to  the  competent 
consuls  or  diplomatic  secretaries. 

The  Commerce  Department  argu- 
ment on  the  point  has  run  somewhat 


as  follows:  It  is  hopeless  for  the  Com- 
merce Department  to  handle  the  major 
work  of  a  central  trade  information 
bureau  without  having  its  own  resi- 
dent men  abroad,  schooled  to  cover 
the  developments  of  national  signifi- 
cance in  foreign  legblation,  commercial 
policies  and  trade  currents,  and  in- 
stantly available  on  telegraphic  in- 
structions; the  Commerce  Depart- 
ment tried  to  get  service  of  this  kind 
from  the  (X)nsub,  through  the  State 
Department  for  years  up  to  1914,  but 
the  results  were  unsatisfactory;  the 
delay  in  the  transmission  of  instruc- 
tions and  results  through  the  State 
Department  is  serious;  the  work  caUs 
for  a  trained  commercial  man  giving 
his  full  time  to  the  work  of  trade  pro- 
motioti  and  can  not  await  the  attention 
of  officials  picked  for  less  specifically 
conmiercial  duties  and  burdened  with 
a  multitude  of  other  things;  the  up- 
setting of  the  diplomatic  apple  cart 
has  not  occurred  in  six  years  and  is  not 
likely  to  occur,  since  the  intelligent 
commercial  attach^  can  sense  the 
points  of  nicety  in  any  commercial 
situation  having  diplomatic  aspects 
without  having  grown  up  in  the  diplo- 
matic service,  and  moreover  the  head 
of  the  diplomatic  mission  always  has 
control  over  the  commercial  attach^ 
housed  in  the  diplomatic  estabUshment ; 
military  and  naval  attaches  are  army 
or  navy  men — ^why  should  the  com- 
mercial attach^  not  be  a  Commerce 
man?  The  duplication  charge  can  not 
be  sustained — ^the  consul  who  can 
properly  cover  the  local  matters  of  his 
district  does  not,  even  with  a  big  staff, 
have  the  time,  freedom  of  movement 
or  other  facilities  for  observing  and 
covering  the  national  matters;  many 
ambassadors  and  ministers  have 
praised  the  work  of  the  commercial 
attaches  and  others  have  asked  to 
have  commercial  attaches  assigned  to 
them;     their    acknowledged    success 
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under  Commeroe  Department  selec- 
tion and  instructions  is  no  indication 
that  the  work  could  be  as  successfully 
conducted  under  the  State  Depart- 
ment.   And  so  on. 

The  Commerce  Department   Case 

The  Commerce  Department  solution 
would  include  an  expansion  of  the 
conunercial  attach^  service  to  have  an 
attach^  of  the  Department  of  Com- 
merce at  each  important  capital,  and 
to  have  the  consular  activities  in  trade 
promotion  limited  to  matters  pertain- 
ing to  the  consular  district.  Strength- 
en the  consulates  by  economic  special- 
ists»  but  do  not  expect  the  consulates 
to  cover  the  national  questions  now 
being  handled  by  the  commercial  at- 
taches. The  Department  of  Com- 
merce also  has  something  in  the  State 
Department  to  "view  with  alarm." 
It  ia  the  oflSce  of  the  Foreign  Trade 
Adviser.  On  several  occasions  in  the 
past  the  corresponding  oflSce  in  the 
State  Department  showed  a  tendency 
to  go  as  itself  the  center  of  trade  infor- 
mation direct  to  the  American  business 
man.  From  a  Commerce  Depart- 
ment viewpoint  and  from  an  outside 
viewpoint,  such  a  development  looks 
pretty  clearly  like  unwarranted  dupli- 
cation. The  trade  adviser  in  the 
State  Department  has  a  function,  but 
clearly  that  function  is  not,  so  long  as 
the  Bureau  of  Foreign  and  Domestic 
Conunerce  still  works,  the  supplying  of 
trade  information  to  the  American 
public.  It  works  the  other  way,  with- 
in the  Department,  and  should  be 
develoi>ed  only  to  the  extent  that  State 
Department  administrative  require- 
ments justify. 

A  Separate  Department  of  Foreign 
Commerce 

In  summary,  the  outstanding  needs 
of  our  governmental  foreign  trade  pro- 
motion work  are:  more  adequate  pro- 


vision for  experts,  for  editors  and 
general  staff  in  the  Bureau  of  Foreign 
and  Domestic  Commerce;  more  ade- 
quate administrative  machinery  with- 
in the  State  Dq>artment;  a  clearer 
delimitation  of  the  work  of  consuls 
and  commercial  attaches;  a  clearer 
delimitation  of  the  work  of  the  office 
of  the  Foreign  Trade  Adviser  in  the 
Department  of  State;  better  coordina- 
tion of  the  State  Department  and 
Commerce  Department  work  in  this 
field;  a  stronger,  better  paid  and  more 
business-like  diplomatic  service;  a  bet- 
ter paid  consular  service.  There  is 
the  outstanding  need  of  a  concerted 
foreign  policy  on  trade  matters  at 
least,  and  there  are  nimierous  minor 
adjustments  and  administrative  bet- 
terments that  could  be  made  to  advan- 
tage. 

The  foregoing  comment  on  the  points 
of  disagreement  between  the  two  de- 
partments has  been  given  in  its  bald- 
est form.  There  is  no  sharp  clash- 
ing of  efforts  between  the  Commerce 
and  State  Departments;  in  the  main, 
they  work  harmoniously,  and  possi- 
bly the  very  existence  of  a  certain 
rivalry  between  the  two  departments 
has  been  beneficial  in  spurring  each  to 
its  best  efforts.  Talk  of  "divided 
control"  of  foreign  service  exists  and 
an  effort  has  been  made  in  this  paper 
to  point  it  out  frankly  in  its  most  ex- 
treme issues. 

In  England,  they  have  had  the  same 
question  to  consider  and  the  conflict  of 
interests  between  the  British  Foreign 
Office  and  the  Board  of  Trade  was 
deemed  serious  enough  to  require  legis- 
lative action.  That  action  has  set  up 
a  separate  Department  of  Overseas 
Trade,  poised  midway  between  the 
Foreign  Office  and  the  Board  of  ^Trade, 
controlling  and  centralizing  all  the  for- 
eign trade  work  of  the  British  Govern- 
ment. The  policies  and  administration 
of  the  Overseas  are  in  the  hands  partly 
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of  the  Foreign  OflSce,  partly  of  the 
Board  of  Trade  and  partly  of  the  Over- 
seas itself. 

Many  interested  American  business 
men  and  officials  believe  that  a  sepa- 
rate Bureau  or  Department  of  For- 
eign Commerce,  consolidating  the  pres- 
ent Bureau  of  Foreign  and  Domestic 
Commerce  and  its  conmiercial  attaches 
and  trade  commissioners  with  the 
foreign  trade  work  now  being  per- 
formed in  the  State  Department,  with 


joint  control  by  the  head  of  the  sepa- 
rate Bureau  or  Department  and  the 
Commerce  Department  and  the  State 
Department,  offers  the  biggest  chance 
for  improvement  and  coordination  of 
our  own  governmental  foreign  trade 
work.  Mr.  Harding,  in  a  speech  at 
Louisville,  has  indicated  that  he  is 
considering  this  subject.  It  will  un- 
doubtedly come  up  for  a  hearing  in 
this  country,  and  probably  in  the  not 
distant  future. 


The  Foreign  Trade  Work  of  the  Chamber  of  Commerce 
of  the  United  States 

By  Chauncey  Depew  Snow 
Manager,  Foreigii  Cominerce  Department,  Chamber  of  Commerce  of  the  United  States  of  America 


AS  foreign  trade  matters  have  as- 
sumed more  importance  in  the 
course  of  business  in  incUvidual  business 
concerns  in  the  United  States,  they 
have  naturally  occupied  to  a  growing 
extent  the  attention  of  the  chambers  of 
commerce  and  national  and  sectional 
industrial  and  trade  associations.  Thb 
development  has  been  reflected  in  the 
activities  of  the  Chamber  of  Commerce 
of  the  United  States,  which  is  a  na- 
tional headquarters  for  the  chambers 
of  commerce  and  most  of  the  trade 
associations,  as  well  as  having  an  indi- 
vidual and  associate  membership  itself, 
consisting  of  thousands  of  business 
men  and  business  houses.  From  the 
time  of  its  organization,  in  1912,  the 
National  Chamber  has  continuously 
dealt  with  important  questions  in  the 
growth  and  promotion  of  the  foreign 
trade  of  the  United  States.  This  was 
contemplated  in  its  organization  pur- 
poses and  has  been  noticeable  from  the 
outset  in  the  resolutions  and  discus- 
sions in  annual  and  special  conventions 
and  in  the  referenda  by  which  the 
Chamber  endeavors  to  rdiect  the  con- 
centration of  business  opinion  on  vital 


national  questions  in  the  United  States. 
The  opening  of  a  Foreign  Commerce 
Department  in  the  National  Chamber 
in  191^  did  not  mark  the  taking  up  of 
a  new  activity  but  simply  the  recogni- 
tion of  foreign  trade  as  one  of  the  out- 
standing sides  of  American  business 
presenting  national  problems.  Ade- 
quate machinery  was  set  up  within  the 
Chamber  to  asisure  proper  attention  to 
foreign  trade  matters  arising  in  the 
regular  course  of  the  organization's 
work. 

In  the  membership  of  the  Chamber 
of  Commerce  of  the  United  States  are 
found  such  organizations  as  the  Ameri- 
can Manufacturers'  Export  Associa* 
tion,  the  Philadelphia  Commercial 
Museum,  the  National  Association  of 
Manufacturers,  the  American  Export- 
ers' and  Importers'  Association,  the 
Export  and  Ltnport  Board  of  Trade  of 
Baltimore,  and  the  Foreign  Trade  Club 
of  San  Francisco,  all  of  which  are  either 
exclusively  or  to  a  very  large  extent 
concerned  with  the  work  of  foreign- 
trade  promotion.  The  membership 
also  includes  such  chambers  of  com- 
merce and  similar  organizations  as  the 
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New  York  Merchants'  Association^  the 
Chicago  Association  of  Commerce,  the 
New  Orleans  Association  of  Commerce, 
the  Detroit  Board  of  Commerce  and 
the  San  Francisco,  St.  Louis,  Seattle, 
Portland,  Philadelphia,  Cincinnati, 
Cleveland,  Pittsburgh,  Los  Angeles 
and  Boston  Chambers  of  Commerce, 
to  mention  only  a  few  of  the  most 
prominent  local  organizations  main- 
taining definite  and  organized  foreign 
trade  activities. 

Another  important  element  in  the 
membership  of  the  National  Chamber, 
from  a  foreign  trade  standpoint,  is  the 
American  Chambers  of  Commerce  in 
London,  Paris,  Milan  and  Naples, 
Brussels,  Barcelona,  Constantinople, 
Mexico  City  and  Tampico,  Buenos 
Aires,  Havana,  Rio  de  Janeiro,  Sao 
Paulo,  Shanghid,  Peking  and  Tientsin. 
Further,  national  industrial  and  trade 
associations  which  have  developed 
definite  foreign  trade  activities,  such 
as  the  Tanners'  Council,  the  National 
Automobile  Chamber  of  Commerce, 
the  National  Ltnplement  and  Vehicle 
Association,  the  American  Paper  and 
Pulp  Association  and  the  Music  Lidus- 
tries  Chamber  of  Commerce,  to  men- 
tion only  a  few,  are  active  organization 
members  in  the  National  Chamber. 
Every  one  of  the  organizations  coming 
within  these  various  classes  has  foreign 
trade  matters,  possibly  in  the  shape  of 
declarations  or  resolutions,  possibly 
practical  problems  coming  up  in  the 
run  of  business,  which  are  taken  up 
with  the  national  organization  in  Wash- 
ington. Foreign  trade  interests  are 
recognized  specifically  in  the  appoint- 
ment of  two  members  of  the  Board  of 
Directors  of  the  Chamber  of  Conunerce 
of  the  United  States.  Obviously,  this 
character  of  organization  membership 
and  representation  in  the  coimcils  and 
work  of  the  Chamber  assiues  a  pretty 
broad  field  of  foreign  trade  endeavor, 
to  say  nothing  about  the  problems  and 


inquiries  presented  by  the  business  con- 
cerns which  make  up  the  individual 
and  associate  membership. 

The  broader  activities  of  the  Cham- 
ber of  Commerce  of  the  United  States 
on  foreign  trade  lines  are  numerous. 
It  has  taken  part  in  building  up  the 
foreign  trade  promotion  service  of  the 
government.  At  the  first  annual  meet- 
ing the  needs  of  improvement  of  the 
American  consular  service  were  taken 
up,  and  in  1913  a  referendum  gave  the 
support  of  the  organization  membership 
to  the  development  of  the  Bureau  of 
Foreign  and  Domestic  Commerce.  In 
1915  another  referendum  furthered  the 
extension  of  the  work  of  that  Bureau 
and  the  improvement  of  the  consular 
service  on  certain  specific  lines.  The 
subject  which  later  became  embodied 
in  the  Webb-Pomerene  Law  was  urged 
by  the  Chamber.  The  questions  relat- 
ing to  the  American  merchant  marine 
are  another  example  of  topics  of  nation- 
wide interest  bearing  on  American 
foreign  trade  on  which  the  membership 
of  the  Chamber  has  gone  on  record  and 
pressed  toward  constructive  action. 

In  two  of  its  national  conventions, 
the  organization  has  had  special  for- 
eign trade  meetings.  It  took  the  ini- 
tiative in  1919  in  inviting  delegations 
of  business  men  from  Great  Britain, 
France,  Italy  and  Belgium  to  a  con- 
ference at  Atlantic  City  which  led  the 
way  to  the  formation  of  the  Interna- 
tional Chamber  of  Commerce  in  191^, 
and  helped  to  clarify  and  point  the 
way  on  some  of  the  most  clouded 
issues  in  connection  with  international 
financial  transactions  following  the 
war.  The  Chamber  of  Commerce  of 
the  United  States  is  the  national  organ- 
ization in  this  country  which  has  con- 
ducted the  organization  work  of  the 
International  Chamber.  Arbitration 
of  commercial  disputes  between  busi- 
ness men  in  the  United  States  and  buy- 
ers or  sellers  in  foreign  countries  is 
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another  line  of  foreign  trade  activity 
on  which  the  Chamber  of  Commerce  of 
the  United  States  has  made  consider- 
able progress.  Following  the  first 
Pan-American  Financial  Conference, 
arrangements  for  the  arbitration  of 
commercial  disputes  between  business 
houses  in  the  United  States  and  in 
Argentina  Were  worked  out  with  the 
Bdsa  de  Comerdo  in  Buenos  Aires. 
The  agreement  became  effective  in 
April,  1916,  and  some  of  the  more  seri- 
ous commercial  disputes  have  been 
settled  under  it.  Similar  agreements 
for  arbitration  have  been  negotiated 
with  commercial  organizations  in  some 
of  the  other  Latin-American  countries 
and  further  agreements  are  now  being 
negotiated.  The  Chamber  has  also 
given  its  good  offices  in  clearing  up 
misunderstandings  and  bringing  about 
satisfactory  settlements  in  many  com- 
mercial disputes  between  Americans 
and  foreigners  before  the  matters  in- 
volved came  up  formally  for  arbitra- 
tion. Increasing  contacts  with  trade 
bodies  in  foreign  countries  are  being 
made  from  year  to  year. 

The  Chamber  is  working  to  build  up 
a  solid  appreciation  of  the  importance 
of  foreign  trade,  in  every  part  of  the 
United  States,  in  which  it  is  meeting 
with  the  co5peration  of  its  organiza- 
tion members.  Foreign  trade  matters 
are  brought  to  the  attention  of  the 
entire  membership  through  regular 
publications:  The  Nation's  Business 
has  a  distinct  foreign  trade  slant,  the 
Legislative  Bulletin  covers  federal 
legislation  touching  on  foreign  trade 
and  the  General  Bulletin  carries  a 
record  of  important  government  pubU- 
cations,  regulations  and  orders  affect- 
ing foreign  business.  The  Foreign 
Commerce  Department  Committee  of 
the  Chamber,  consisting  of  three  mem- 
bers of  the  Board  of  Directors  and  nine 
other  business  men  from  various  parts 
of  the  country,  each  directly  interested 


in  some  line  of  foreign  business,  meets 
every  two  months  and  recommends  to 
the  Board  of  Directors  action  on  the 
most  important  questions  that  have 
arisen  in  the  Department.  A  phase  of 
the  general  work  of  promoting  interest 
and  increasing  the  spread  of  foreign 
trade  education  and  publicity  is  the 
contact  with  the  Department  of  Com- 
merce and  the  Department  of  State. 
The  Chamber  arranges  with  its  mem- 
ber organizations  for  the  visit  of  return- 
ing government  officials  from  abroad 
and  foreign  visitors,  in  delegations  and 
singly, — a  strong  point  in  developing 
interest  and  spreading  information. 

The  Chamber  is  especially  interested 
in  the  increase  and  betterment  of  the 
faciUties  for  foreign  trade,  such  as  the 
postal  service,  the  cable  and  radio  ser- 
vices, shipping  faciUties,  marine  and 
other  insurance,  banking  and  all  the 
services  of  foreign  trade  information, — 
credit  reports,  reports  on  business  con- 
ditions, trade  opportunities,  laws  and 
rules  and  regulations  in  foreign  coun- 
tries which  are  pertinent  to  the  busi- 
ness interests  of  the  United  States. 
The  support  given  to  the  so-called 
McHugh  Plan  for  a  foreign  financing 
corporation  under  the  Edge  Act,  to 
operate  on  a  large  scale  of  long-term 
credit  transactions  in  the  foreign  trade, 
as  sponsored  by  the  American  Bankers' 
Association,  is  one  concrete  example  of 
the  Chamber's  activity  in  connection 
with  such  matters.  The  Board  of 
Directors  of  the  Chamber,  on  a  report 
by  a  special  committee,  recommended 
that  the  McHugh  Plan  be  brought 
before  all  the  members  of  the  Chamber 
for  their  sympathetic  consideration. 
In  advance  of  the  organization  meeting 
in  Chicago,  a  circular,  with  a  covering 
letter  giving  all  pertinent  facts  inregard 
to  the  plan,  was  sent  to  each  member  re- 
ceiving service  from  the  Chamber. 
Another  example  of  this  sort  of  work 
for  better  facilities  is  the  Foreign  Corn- 
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meice  Department's  action  in  brist^ng 
to  the  attention  of  all  organizatiod 
members  the  importance  of  the  new 
statistical  classification  of  exports  and 
imports  and  the  need  of  added  appro- 
priation in  order  to  enable  the  new 
schedules  to  be  made  effective.  Par- 
ticipation in  the  preliminary  confer- 
ences in  the  Department  of  State  with 
regard  to  the  International  Communi- 
cations Conference  is  another  instance 
of  the  same  sort  of  work.  The  Depart- 
ment keeps  in  touch  with  all  govern- 
ment offices  dealing  with  foreign  trade 
matters,  as  it  does  with  all  the  trade 
organizations  withforeign  departments. 

The  Foreign  Commerce  Depart- 
ment of  the  Chamber  handles  a  con- 
siderable volume  of  correspondence  on 
foreign  trade  subjects,  particularly  on 
topics  that  come  under  the  heading  of 
"problems."  Members  of  the  staff  are 
familiar  with  export  and  import  prac- 
tices, statistics  and  the  literature  of 
foreign  commerce,  and  endeavor  to 
keep  thoroughly  posted  as  to  new 
developments  which  will  help  the  mem- 
bers to  solve  their  problems.  Perhaps 
the  most  useful  service  function  to  an 
inquiring  individual  or  associate  mem- 
ber is  providing  information  as  to 
sources  from  which  members  may  ob- 
tain service  and  assistance  in  the  vari- 
ous branches  of  foreign  trade.  "Help- 
ing the  members  to  help  themselves" 
was  the  key-note  of  the  first  pamphlet 
issued  by  the  Department,  bearing  the 
title  Promoting  Foreign  Trade^  with  the 
sub-title,  Wiih  Particular  Reference  to 
the  Work  of  Chambers  of  Commerce. 

The  Foreign  Commerce  Department 
is  proceeding  on  the  theory  of  not  at- 
tempting to  duplicate  the  foreign  trade 
work  that  is  being  done  by  the  govern- 
ment offices,  and  other  recognized  trade 
information  agencies  whose  services 
are  readily  available.  The  local  cham- 
ber of  commerce  in  a  manufacturing 
Itnd  trading  community  is  one  of  the 


most  useful  centers  of  foreign  trade 
information  for  current  and  frequent 
reference  and  the  National  Chamber 
makes  a  special  point  of  helping  the 
local  organizations  to  render  the  best 
possible  foreign  trade  service.  Besides 
commercial  and  trade  associations, 
there  are  banks,  trade  papers,  freight 
forwarders,  railroads,  shipping  com- 
panies and  other  sources  of  foreign 
trade  information  readily  accessible  to 
the  average  exporter,  and  the  more 
familiar  he  is  with  their  functions  and 
the  more  familiar  they  are  with  the 
primary  sources  of  foreign  trade  in- 
formation and  with  the  needs  of  the 
exporter,  the  better  the  service  all 
around. 

The  National  Chamber  does  answer 
direct  foreign  trade  inquiries  and  en- 
deavors to  give  its  members  the  infor- 
mation which  they  request.  At  the  same 
time,  it  makes  a  point  of  indicating  to 
the  inquiring  member  the  best  original 
sources  of  information  on  the  topics 
involved  and  thus  continuously  carries 
on  a  line  of  educational  work.  Ques- 
tions covered  include  foreign  financing, 
credits,  oceanp  transportation,  freight 
forwarding,  marine  and  pilferage  in- 
surance, trade  mark  registration,  for- 
eign patent  requirements  and  other 
foreign  laws,  export  packing,  postal 
fadUties,  foreign  consular  require- 
ments, tariff  rates,  translations,  ad- 
vertising and  trade  lists.  No  attempt 
is  made  to  build  up  a  staff  service  on 
each  of  these  lines  which  would  dupli- 
cate work  being  admirably  done  by  the 
Bureau  of  Foreign  and  Domestic  Com- 
merce, the  National  Association  of 
Manufacturers,  the  American  Manu- 
facturers' Export  Association,  the  Phil- 
adelphia Commercial  Museum,  the 
great  credit-reporting  agencies,  the 
banks,  etc.  The  important  thing  is 
that  the  inquiring  member  shall  know 
the  best  specialized  agencies  in  the  field 
of  his  inquiry. 
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The  biggest  work  of  the  Chamber  of 
Commerce  of  the  United  States  in  the 
foreign  trade  field  is  unquestionably  in 
the  lines  of  developing  solid  sentiment 
for  and  understanding  of  the  signifi- 
cance of  foreign  trade;  contributing  to 
the  establishment,  adoption  and  prose- 
cution of  sound  national  policies  on 
foreign  trade;  and  working  for  a  better 
national  equipment  for  the  conduct  of 
foreign  business.  Improving  the  facili- 
ties for  foreign  trade  information  work 
by  the  member  organizations  of  the 


National  Chamber  is  one  of  its  helpful 
functions.  Through  its  publications, 
the  Chamber  itself  spreads  a  great  deal 
of  vital  information  regarding  foreign 
trade  legislation,  literature  and  topics 
of  particular  interest  at  a  given  time. 
It  performs  a  certain  amount  of  definite 
and  specific  service  work  with  its  indi- 
vidual and  associate  members.  It 
aims  at  helping  to  solve  acute  problems 
and  encouraging  the  development  of 
the  best  standards  of  practice  in  Ameri- 
can foreign  trade. 


The  National  Foreign  Trade  Council 

By  O.  K.  Davis 

Secretary,  National  Foreign  Trade  Council 


IN  the  early  part  of  1914,  when  the 
United  States  was  undergoing  one 
of  those  periodical  depressions  charac- 
terized by  decreasing  consumption,  the 
leading  business  men  of  the  country 
realized  very  forcibly  that  the  manu- 
facturing industries  of  the  country  had 
reached  a  point  where  more  could  be 
produced  than  could  be  consumed  in 
the  domestic  market.  The  need  for 
foreign  markets  became  very  real,  very 
evident.  Yet  the  United  States  was  in 
no  condition  to  expand  its  foreign 
trade.  The  majority  of  our  manu- 
facturers were  frankly  unsympathetic 
toward  the  development  of  foreign 
fields.  The  government,  too,  was  in- 
terested chiefly  in  domestic  problems. 
The  American  exporter  was  faced  by 
an  almost  total  lack  of  American  ton- 
nage, by  an  under-equipped  and  poorly- 
housed  government  trade  service,  and 
by  commercial  treaties  of  an  imcertain 
nature. 

Before  there  could  be  any  real  expan- 
sion of  American  foreign  trade  under 
such  conditions,  two  things  were  neces- 
sary: the  country  at  large  had  to  be 
educated  to  the  need  for  foreign  trade 


to  insure  domestic  prosperity;  and 
means  had  to  be  found  of  removing  the 
l^islative  and  commercial  obstacles. 
No  one  of  the  factors  concerned  in  the 
development  of  foreign  trade  could  by 
itself  secure  the  ear  of  the  people  and 
of  the  government.  The  situation  re- 
quired combined  action  of  an  impres- 
sive nature. 

To  brii^  about  this  cooperation  and 
to  provide  a  body  whose  deliberations 
would  attract  the  necessary  attention, 
a  meeting  was  called  at  Washington  in 
May,  1914,  by  the  American  Manu- 
facturers* Export  Association,  the 
American  Asiatic  Association,  and  the 
Pan-American  Society  of  the  United 
States.  There  assembled  some  four 
hundred  men  who  were  the  leaders  in 
manufacturing,  merchandising,  agri- 
culture, banking  and  transportation. 
They  came  from  all  parts  of  the  coun- 
try, and  represented  the  small  concerns 
as  well  as  the  large.  This  gathering 
received  the  support  of  the  Secreta- 
ries of  Commerce  and  State,  and  the 
delegates  were  received  by  the  Presi- 
dent. All  aspects  of  the  foreign  trade 
situation  were  considered,  and  the  final 
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declaration  of  the  convention  con- 
tained, as  its  main  features,  ideas  which 
have  been  the  ralljring  points  of  for- 
eign trade  discussion  since. 

Recognizing  the  need  of  a  perma- 
nent non-political  and  non-partisan 
body  able  to  formulate  policies  essen- 
tial to  foreign  trade  and  to  bring  such 
policies  to  the  attention  of  the  whole 
country,  this  gathering  authorized  the 
formation  of  the  National  Foreign 
Trade  Coimcil  with  an  initial  member- 
ship of  thirty  (later  increased  to  sev- 
enty-five). 

The  Council,  whose  membership 
includes  manufacturers,  merchants, 
farmers,  railroad  tmd  steamship  men, 
bankers  and  others,  representing  as 
nearly  as  possible  all  sections  of  the 
United  States,  provides  no  direct  com- 
mercial service,  its  function  being 
investigatory  and  advisory.  It  seeks 
to  codperate  with  all  other  organiza- 
tions in  the  encouragement  of  sound 
national  foreign  trade  policy.  The 
members  support  the  work  of  the 
Council  as  a  public  duty. 

The  Council  was  authorized  specific- 
ally by  the  resolution  creating  it  to  call 
a  Second  National  Foreign  l^ade  Con- 
vention, and  such  annual  conventions 
have  become  a  leading  feature  of  the 
Council's  work.  The  second  conven- 
tion was  held  at  St.  Louis.  Subsequent 
conventions  were  at  New  Orleans, 
Pittsburgh,  Cincinnati,  Chicago  and 
San  Francisco.  The  eighth  convention 
will  be  held  in  May  in  Cleveland. 

There  has  been  a  gradual  widening 
in  the  scope  of  the  program  of  these 
conventions,  until  they  have  become 
the  one  regular  assemblage  exclusively 
devoted  to  foreign  trade,  which  repre- 
sents the  mutual  interests  of  manufac- 
tured and  natural  products,  industry, 
merchandising,  transportation  and 
finance.  The  published  proceedings 
of  the  seven  conventions  thus  far  held 
are  acknowledged  to  contain  a  greater 


amount  of  authoritative  and  well  di- 
gested information  on  foreign  trade 
problems  than  is  obtainable  in  any 
other  volume. 

Year  by  year  since  the  formation  of 
the  National  Foreign  Trade  Council  its 
effectiveness  has  increased  and  its 
influence  has  expanded.  Among  its 
activities  may  be  enumerated  the  fol- 
lowing, which  are  only  representative 
of  its  many  other  interests: 

War  Emergency.  Investigation  of 
shipping  congestion  begun  by  a  special 
merchant  marine  committee  the  day 
following  the  outbreak  of  the  Euro- 
pean war.  A  special  meeting  of  the 
Council  at  New  York,  August  10, 1914, 
resulted  in  a  vigorous  call  for  enact- 
ment of  ship  registry  legislation,  estab- 
lishment of  war  risk  insurance,  and  a 
declaration  in  favor  of  cooperative 
effort  by  all  interests  for  restoration  of 
normal  exchange.  The  conclusions 
commanded  instant  support  through- 
out the  United  States  and  encouraged 
prompt  enactment  of  the  necessary 
legislation  by  Congress. 

In  the  emergency  conference  called 
by  the  Secretary  of  the  Treasury  at 
Washington,  August  14, 1914,  members 
of  the  Council  were  requested  to  assist 
in  drafting  regulations  providing  for 
the  expeditious  transfer  of  foreign- 
built  ships  to  the  American  fli^  under 
the  ship  registry  laws.  To  this  the 
smooth  operation  of  the  registry  law  is 
largely  due. 

Dollar  Exchange.  To  meet  difficul- 
ties of  Latin-American  trade,  and  to 
encourage  the  establishment  of  dollar 
exchange,  the  Coimcil  urged  the  Fed- 
eral Reserve  Board  to  give  early  effect 
to  the  regulations  providing  for  the 
rediscount  of  foreign  paper.  This  was 
done  and  dollar  exchange  has  been 
utilized  to  an  unprecedented  extent 
in  Latin-American  trade. 

LdHn^American  Trade.  Participa- 
tion of  the  committee  r^resenting  the 
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Council  in  the  Latin-American  trade 
conference  called  by  the  Secretaries  of 
State  and  Conunerce  at  Washington, 
September  10,  1915.  The  committee 
offered  a  report  arising  from  the  co- 
operation with  the  Latin-American 
exporters  and  importers,  and  this  re- 
sulted in  the  appointment  by  the  Sec- 
retary of  Commerce  of  a  national 
Latin-American  trade  committee  of 
nineteen,  including  a  large  number  of 
members  of  the  Coimcil.  This  com- 
mittee in  turn  adopted  a  further  report 
on  Latin-American  trade,  reconmiend- 
ing  ways  and  means  for  establishment 
of  dollar  exchange  and  setting  forth  the 
fundamentals,  such  as  investment, 
cooperation,  etc.,  necessary  for  an  in- 
crease of  United  States  commerce  with 
Latin  America.  It  pointed  out  the 
difficulties  as  well  as  the  opportimities 
in  Latin-American  trade  and  empha- 
sized the  need  for  improved  credit 
machinery  before  existing  trade  could 
be  handled,  to  say  nothing  of  future 
business.  Many  manufacturers  and 
merchants  were  dissuaded  from  hasty 
invasion  of  Latin-American  markets, 
which  might  have  resulted  disastrously 
and  reacted  on  the  cause  of  sound  for- 
eign trade  extension. 

Support  of  the  Department  of  Com-- 
merce  and  Constdar  Service.  The 
Council  has  been  unremitting  in  its 
advocacy  of  increased  resources  for 
efficiency  of  the  already  effective  De- 
partment of  Commerce  and  the  Con- 
sular Service,  which  render  valuable  aid 
to  all  business  engaged  in  or  affected 
by  foreign  trade.  The  Council  has 
issued  special  reports  urging  increased 
appropriations  for  these  services,  which 
were  in  part  granted  by  Congress.  A 
practical  and  successful  effort  was 
made  in  behalf  of  a  suitable  building 
for  the  United  States  Consulate  Gen- 
eral at  Shanghai.  The  principle  of 
acquisition  of  suitable  embassy  and 
legation  buildings  and  consulates  where 


needed  is  constantly  advocated  by  this 
organization. 

Exports  Control.  Upon  the  Ameri- 
can declaration  of  war  against  Ger- 
many the  National  Foreign  Trade 
Council,  through  its  Committee  on 
Exports  Control,  cooperated  with  the 
government  in  the  earnest  effort  to 
assist  in  the  accomplishment  of  the 
chief  purposes  of  the  exports  control 
law,  namely,  th%  prevention  of  aid 
to  the  enemy,  directly  or  indirectly, 
through  neutrab,  or  through  enemy 
traders,  and  the  conservation  of  ton- 
nage and  war  materials  for  omrselves 
and  our  Allies. 

When  the  Armistice  was  signed,  Jthe 
Council  was  bending  every  energy  to 
the  expansion  of  exports  of  high  value 
and  relatively  small  bulk,  especially 
to  the  neutral  markets  of  the  Far  East 
and  South  America,  in  order  to  secure 
prompt  and  substantial  improvement 
of  the  adverse  exchange  situation  then 
obtaining  with  those  r^ons. 

Immediately  following  the  signing 
of  the  Armistice,  the  Council,  through 
its  Committee  on  Exports  Control, 
joined  with  other  associations  in  efforts 
to  secure  the  prompt  relaxation  of 
trade  restrictions  by  the  War  Trade 
Board,  and  the  largest  possible  allot- 
ment of  merchant  ships  to  commercial 
service  by  the  Shipping  Board  and  the 
War  Department.  These  efforts  were 
attended  by  a  substantial  measioe  of 
success.  Close  touch  was  kept  with 
the  situation  at  Washington  until  prac- 
tically complete  relaxation  of  war  re- 
strictions was  obtained. 

Production  for  Foreign  Trade.  The 
absorption  of  American  producers  gen- 
erally in  war  work,  and  their  energetic 
cooperation  with  various  branches 
of  the  government  which  were  vigor- 
ously stimulating  war  production,  had 
caused  a  renewal  of  the  old  tendency 
among  American  manufacturers  to  dis- 
r^ard  foreign  trade  for  the  domestic 
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market.  This  was  a  matter  which 
called  for  effective  action  by  the  Na- 
tional Foreign  Trade  Council.  In  all 
ways  available  to  it,  by  correspond- 
ence, by  personal  interview,  public 
address  and  through  its  various  means 
of  publicity,  the  Council  was  unremit- 
ting in  its  efforts  to  emphasize  the 
ultimate  danger  of  present  neglect  of 
foreign  connections. 

Problems  of  Smaller  Foreign  Traders, 
Much  of  the  work  of  the  Council  is 
concerned  with  legislation  and  the 
creation  of  a  public  opinion  on  the 
necessity  of  an  overseas  trade,  and  the 
Council  has  never  lost  sight  of  the  im- 
portance of  having  our  smaller  manu- 
facturers and  merchants  participate 
in  foreign  trade.  In  response  to  the 
numerous  inquiries  which  it  has  re- 
ceived from  all  over  the  country,  the 
Council  prepared  a  small  pamphlet  on 
Starting  to  Export,  setting  forth  in  brief 
analysis  the  elementary  steps  to  be 
taken  in  entering  export  trade,  the 
sources  of  information  to  be  consulted, 
and  the  policies  to  be  observed. 

Export  Quotatione,  As  a  result  of 
frequent  disputes  arising  out  of  the 
misuse  of  the  term  "F.  O.  B.  (Port),*' 
the  Coimcil,  in  cooperation  with  other 
important  foreign  trade  associations, 
prepared  a  series  of  definitions  of 
export  quotations  and  reconmienda- 
tions  for  a  standard  American  export 
practice.  These  were  embodied  in  a 
pamphlet  entitled  American  Foreign 
Trade  Definitions,  over  100,000  of 
which  have  been  distributed  in  thb 
country  and  abroad. 

As  a  result  of  this  standardization 
of  terms,  the  Council  has  been  able  to 
awaken  so  great  an  interest  in  correct 


foreign  trade  technique,  that  many 
problems  and  disputes  involving  the 
use  of  trade  terms  are  being  submitted 
for  tl\p  Council's  opinion  and  decision. 

Improved  Foreign  Communications. 
In  the  simmier  of  1919,  a  Committee 
on  Foreign  Communications  was  ap- 
pointed to  deal  especially  with  the 
situation  arising  out  of  the  great  con- 
gestion on  the  trans-Pacific  cable  and 
wireless.  At  its  first  meeting,  this 
committee  adopted  a  resolution  declar- 
ing against  government  ownership  or 
operation  of  trans-oceanic  systems  of 
communication,  and  urging  the  prompt 
return  to  their  owners  of  such  commer- 
cial wireless  systems  as  were  still  under 
government  control.  The  committee 
also  recommended  that,  pending  the  re- 
turn of  the  commercial  radio  stations  to 
their  owners  for  operation,  the  use  of 
the  naval  radio  stations  in  commercial 
service  be  continued.  There  is  reason 
to  believe  that  the  activity  of  the 
Council's  committee  had  material  in- 
fluence in  bringing  about  the  improve- 
ment of  conditions  in  trans-Pacific 
commimication  and  in  securing  the 
promise  of  better  faciUties  for  the 
future. 

Foreign  Trade  Education,  The  Na- 
tional Foreign  Trade  Council  has  al- 
ways taken  the  most  active  interest  in 
the  development  of  adequate  faciUties 
for  foreign  trade  education.  The  Coun- 
cil has  lost  no  opportunity  to  cooperate 
actively  with  the  lai^e  number  of  edu- 
cational institutions  all  over  the  coim- 
try  which  are  engaged  effectively  in 
preparing  young  men  for  foreign  ser- 
vice. The  subject  of  Education  for 
Foreign  Trade  is  always  a  feature  ot 
the  Foreign  Trade  Conventions. 
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American  Chambers  of  Commerce  in  Foreign  Countries 

By  Jay  E.  Fitzgerald 
Chamber  of  Commaroe  of  the  United  States  of  America 


WITH  the  ending  of  the  European 
War  came  a  marked  revival 
of  interest  in  American  commercial 
organizations  in  foreign  countries. 
Chambers  of  commerce  already  in  the 
field  launched  membership  campaigns 
and  took  measures  to  improve  their 
service;  publications  were  revived  and 
enlarged;  organizations  that  had  de- 
pended on  volunteer  service  employed 
paid  executives  and  provided  the  nec- 
essary clerical  staff;  in  short,  efforts 
were  made  to  put  the  American  cham- 
bers of  commerce  on  an  efficient  work- 
ing basis.  New  organizations  were 
formed  in  a  number  of  cities,  including 
Peking,  Harbin,  Hankow  and  Chang- 
sha,  China;  Sao  Paulo,  Santos,  and  Per- 
nambuco,  Brazil;  Habana,  Cuba;  La 
Paz,  Bolivia,  and  Johannesburg,  South 
Africa.  In  addition  to  these,  there  are 
now  American  commercial  organiza- 
tions in  Paris,  London,  Barcelona,  Mi- 
lan, Naples,  Constantinople,  Shanghai, 
Tientsin,  Buenos  Aires,  Rio  de  Janeiro, 
Valparaiso,  Barranquilla,  Mexico  City, 
Tampico,  Monterey  and  Manila. 

As  independent,  voluntary  organiza- 
tions deriving  their  support  from  initia- 
tion fees  and  annual  dues  and  neither 
controlled  nor  supported  by  their 
government,  American  chambers  of 
commerce  in  foreign  countries  have 
developed  along  individual  lines.  Their 
type  of  organization  and  service  meth- 
ods have  been  determined  largely  by 
local  conditions,  just  as  is  the  case  with 
commercial  organizations  in  the  United 
States.  Some  of  the  chambers  are 
incorporated  in  the  United  States  and 
others  under  the  laws  of  the  countries 
in  which  they  are  domicUed. 

The  American  chamber  at  Paris  is 
the  oldest  organization  in  the  field  and 


its  by-laws  have  served  as  a  model  for 
a  number  of  chambers  formed  at  later 
dates.  The  organizations  in  London, 
Barcelona,  Milan  and  Rio  de  Janeiro 
and  other  Brazilian  cities  adopted  most 
of  the  features  of  the  Paris  statutes. 
By-laws  of  the  chambers  at  Shanghai, 
Tientsin  and  other  cities  in  China 
differ  in  many  respects  from  all  others, 
owing  to  conditions  peculiar  to  their 
field.  The  organizations  at  Mexico 
City,  Tampico  and  Monterey  have 
practically  the  same  by-laws,  deter- 
mined in  some  features  byjthe  Mexican 
legal  requirements.  The  chamber  at 
Buenos  Aires  worked  out  by-laws 
differing  in  a  number  of  particulars 
from  those  of  other  organizations,  and 
the  chambers  formed  later  at  Habana 
and  Johannesburg  are  modeled  after 
these  statutes.  Constantinople  and 
Naples  have  similar  by-laws,  based 
upon  those  of  the  Paris  chamber. 

The  fundamental  difference  between 
the  types  of  organization  adopted  by 
American  chambers  abroad  lies  in  their 
membership  qualifications,  on  which 
basis  they  fall,  generally,  into  two 
classes:  those  in  which  active  member- 
ship is  limited  to  American  individuals 
and  firms,  and  those  which  admit  to 
active  membership  citizens  and  firms 
of  other  nationaUties.  This  difference 
in  membership  qualifications  resulted 
primarily  from  the  need  of  support, 
financial  and  otherwise,  in  carrying  on 
the  work  of  the  new  organizations.  If 
there  had  been  in  every  foreign  city  in 
which  an  American  chamber  of  com- 
merce was  formed  a  sufficient  number 
of  Americans  to  give  it  adequate  per- 
sonal assistance  and  financial  support, 
or  if  at  the  outset  there  had  been  assur- 
ance of  sufficient  support  from  business 
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men  in  the  United  States,  undoubtedly 
all  of  them  would  have  restricted 
active  membership  to  Americans. 
Under  actual  conditions  the  American 
colony  considering  the  organization  of 
a  chamber  had  to  decide  whether  to 
invite  support  from  the  business  men 
of  the  country  in  which  they  were 
located  by  according  them  active 
membership,  or  to  go  it  alone  and  trust 
to  help  from  business  interests  at  home. 

Where  other  than  Americans  are 
permitted  to  become  active  members, 
however,  the  eligibility  of  foreigners  to 
office  in  the  chamber  is  more  or  less 
restricted,  with  a  view  to  preserving 
the  American  spirit  of  the  orgraniza- 
tion  and  ensuring  control  by  the  Amer- 
ican element  in  its  membership.  To 
require  that  only  Americans  be  ad- 
mitted to  active  membership  would 
probably  have  delayed  the  organiza- 
tion of  American  business  interests  in 
some  countries,  but  such  a  requirement 
is  generally  considered  desirable  and 
is  the  ultimate  aim  of  American  organ- 
izations. It  is  significant  that  the 
policy  of  the  Association  of  British 
Chambers  of  Commerce  is  to  admit  to 
its  membership  only  those  British 
chambers  in  foreign  countries  that 
restrict  membership  to  British  indi- 
viduals and  firms. 

Most  American  chambers  of  com- 
m^x»  in  foreign  countries  have  the 
administrative  machinery  with  which 
business  men  in  this  coimtry  are 
familiar.  There  are  the  usual  elected 
and  i^pointed  officers,  committees, 
etc.,  with  the  work  centering  around 
the  secretary.  The  success  of  the 
organization  depends  largely  on  its 
secretary,  and  few  chambers  are  for- 
tunate enough  to  have  among  their 
members  someone  who  can  give  the 
necessary  time  to  the  work  ordinarily 
performed  by  a  salaried  executive  and 
who  is  likewise  qualified  for  the  work. 
The  most  promising  feature  of  Amer- 


ican commercial  organization  work 
abroad  is  the  increasing  number  of 
chambers  that  are  employing  com- 
petent and  expeuenced  men  as  salaried 
secretaries  and  providing  them  with 
an  adequate,  clerical  staff. 

Service,  in  its  broadest  sense,  is  the 
chief  function  of  an  American  chamber 
of  commerce.  It  serves  the  American 
business  pubUc  by  upholding  in  foreign 
countries  the  highest  standards  of 
American  commercial  practise,  by 
bringing  about  a  solidarity  of  American 
interests  and  promoting  their  develop- 
ment, by  representing  to  foreign  peo- 
ples the  views  and  aims  of  American 
business  men,  and  by  interpreting  the 
foreign  point  of  view  to  the  American 
business  pubUc.  In  performing  such 
service  the  American  chamber  works 
for  all  American  commercial  interests. 

By  service  is  usually  meant,  how- 
ever, the  work  undertaken  for  indi- 
vidual members  who  through  their 
annual  dues  are  contributing  directly 
to  the  maintenance  of  the  organiza- 
tion. These  members  include,  in  most 
cases,  the  resident  and  non-resident 
Americans  and  the  native  business 
men  who  are  accorded  active  or  asso- 
ciate membership.  Individual  service, 
therefore,  is  usually  designed  to  meet 
the  needs  of  all  three  classes. 

A  distinction  may  be  made  between 
the  service  provided  voluntarily  and 
regularly,  and  the  service  that  is  given 
in  response  to  occasional  needs.  The 
pubUcations  issued  by  the  chamber 
are  an  example  of  the  former  class,  and 
the  adjustment  of  conmiercial  dis- 
putes an  example  of  the  latter.  In  one 
case  the  chamber  on  its  own  initiative 
places  in  the  hands  of  its  members  a 
publication  containing  information  of 
interest  and  value  to  them.  In  the 
other,  the  chamber  equips  itself  to 
render  specific  service  as  occasion 
demands.  This  readiness-to-serve  is 
more  than  mere  willingness  to  try  to  do 
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things,  for  readiness  implies  prepara- 
tion and  organization. 

What  our  commercial  organizations 
abroad  are  doing  for  the  American 
business  man  can  be  judged  from  a  brief 
statement  of  various  activities  they 
have  undertaken.  Not  all  of  them 
furnish  all  the  services  here  indicated, 
nor  does  the*  statement  include  special 
lines  of  work  that  some  chambers  are 
doing. 

Information,  AIT  American  cham- 
bers undertake  to  furnish  their  mem- 
bers with  information  such  as  statistics 
of  imports  and  exports  of  specified 
lines,  reports  upon  customs  duties 
and  regulations,  commercial  travelers' 
licenses  and  fees,  inland  and  ocean 
transportation  routes  and  tariffs,  ex- 
change rates,  patents  and  trade-marks, 
pending  legislation  affecting  American 
interests,  etc.  Information  of  this 
character  is  primarily  for  the  use  of 
American  business  men.  The  chamber 
likewise  serves  as  a  medium  to  acquaint 
the  business  men  of  the  foreign  coim- 
try  with  American  views  and  inter- 
pretation of  commercial  terms,  etc. 
So  far  as  such  information  is  of  general 
interest  it  may  be  conveyed  to  mem- 
bers through  the  chamber's  periodical; 
matters  of  interest  to  only  certain 
classes  are  sometimes  sent  to  these  by 
letter  or  circular.  There  is  always,  in 
addition,  a  certain  amount  of  special 
information  which  the  chamber  has  in 
its  files  or  has  arrangements  to  obtain 
through  its  relations  with  the  sources 
of  such  information,  both  governmental 
and  private. 

Credit  Reports.  Usually  chambers 
of  commerce  restrict  their  credit  in- 
formation service  to  indicating  to 
inquirers  the  sources  from  which  such 
information  can  be  obtained,  for  a 
chamber  of  commerce  can  not  well 
assume  the  responsibility  involved  in 
making  credit  reports.  Some  cham- 
bers arrange  to  secure  for  their  piepi- 


bers  reports  from  agencies  engaged  in 
that  business.  / 

Agents  and  Connections.  The  Amer- 
ican chamber  of  commerce  is  usually  in 
position  to  furnish  firms  in  this  country 
with  the  names  of  foreign  individuals 
or  firms  who  will  make  satisfactory 
agents  or  representatives.  Satisfac- 
tory service  in  this  respect  depends 
largely  on  the  chamber's  acquaintance 
with  native  commercial  interests. 
While  some  chambers  furnish  merely 
the  names  of  persons  who  might  be 
appointed  as  agents,  others  render  a 
distinctly  helpful  service  by  giving 
information  as  to  the  nature  of  the 
business  handled  by  the  foreign  firms, 
their  connections  in  foreign  trade  and 
their  equipment  to  handle  an  agency. 
Many  chambers  use  their  x>eriodicals 
to  furnish  both  native  and  American 
firms  with  the  names  of  business  houses 
seeking  foreign  connections. 

Assistance  to  Travelers.  American 
salesmen  visiting  foreign  countries, 
especially  those  representing  firms 
that  are  members  of  the  American 
chambers  abroad,  look  to  these  organ- 
izations for  information  as  to  business 
conditions,  local  commercial  regula- 
tions, itineraries,  hotel  accommoda- 
tions, etc.  They  are  also  anxious  to 
obtain  advice  as  to  the  best**prospects'* 
to  approach.  The  American  com- 
mercial organizations,  which  are  thor- 
oughly acquainted  with  native  business 
interests  and  which  have  gained  their 
confidence  and  esteem,  can  not  only 
furnish  such  information  but  can  also 
secure  an  entr6e  for  the  American 
traveler  that  he  would  not  otherwise 
enjoy.  Another  service  frequently 
given  American  travelers  is  the  find- 
ing or  furnishing  of  competent  inter- 
preters and  translators. 

To  foreign  business  men  who  visit 
the  United  States  the  American  cham- 
ber is  especially  helpful.  It  tells  them 
what  places  they  can  profitably  visit. 
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maps  out  tentative  itineraries,  fur- 
nishes letters  of  introduction,  etc.  The 
favorable  impressions  of  the  United 
States  and  American  business  men  that 
foreigners  carry  back  to  their  own 
countries  have  been  due  in  many  cases 
to  the  care  taken  by  American  cham- 
bers of  conwnerce  in  planning  for 
their  visits  and  in  arranging  for  them 
to  meet  the  right  people  while  in  this 
country. 

Office  Facilities.  The  quarters  of  an 
American  chamber  of  conmaerce  are  of 
direct  service,  in  many  cities,  both  to 
the  resident  American  members  and 
to  visitors  and  native  business  men. 
They  serve  as  an  American  business 
headquarters,  the  place  where  resident 
Americans  meet  to  discuss  their  prob- 
lems and  where  visiting  Americans  and 
others  may  come  for  information  and 
for  conferences.  Most  chambers  have 
libraries  and  reading  rooms,  where  are 
kept  the  reference  works,  periodicals, 
etc.,  needed  by  the  chamber  in  its 
work,  and  where  informal  conferences 
are  held.  The  libraries  of  American 
chambers  range  in  size  from  those  con- 
taining a  comparatively  few  of  the 
indispensable  reference  works  up  to 
those  having  twelve  thousand  volumes 
on  their  shelves.  In  some  organiza- 
tions special  attention  is  devoted  to 
trade  journals  and  catalogues,  which 
are  filed  and  indexed  so  that  they  may 
be  readily  consulted  by  persons  seeking 
information. 

Adjustment  of  Trade  Disputes,  Every 
American  chiunber  of  commerce  has 
opportunities  to  assist  in  adjusting 
trade  disputes  that  arise  between 
American  and  foreign  business  men. 
Some  organizations  make  definite  pro- 
vision for  such  service  through  appoint- 
ment of  committees  and  adoption  of  a 
uniform  course  of  procedure  in  making 
surveys  and  handling  arbitrations. 
Many  disputes,  especially  those  due  to 
misunderstandings  or  to  misinterpre- 


tation of  correspondence,  are  handled 
in  an  informal  manner.  The  success  of 
the  chamber  in  arbitration  work  de- 
pends largely  upon  its  establishing  and 
maintaining  a  reputation  for  impar- 
tiality and  efiicient , handling  of  cases 
brought  before  it. 

Employment.  Some  chambers  con- 
duct a  service  designed  to  find  posi- 
tions for  competent  employes,  and  for 
this  purpose  use  their  periodicals. 
Other  chambers  also  oflFer  to  aid  em- 
ployers to  find  satisfactory  persons  to 
fill  positions  they  may  have  open. 

Pvblicaiions.  Practically  every 
chamber  of  commerce  issues  a  weekly, 
fortnightly  or  monthly  publication. 
Some  are  in  English  only;  others  in 
both  English  and  the  language  of  the 
country  in  which  the  chamber  is 
located;  still  others  in  the  language  of 
the  foreign  country.  Some  carry  ad- 
vertising while  others  do  not.  Some 
contain  material  of  interest  chiefly  to 
the  Americans  resident  in  the  foreign 
country;  others  aim  to  present  material 
of  interest  chiefly  to  the  business  man 
in  the  United  States;  still  others  are 
designed  to  make  an  appeal  to  all  busi- 
ness men,  American  and  foreign,  who 
are  interested  in  the  trade  of  the  two 
coimtries.  Some  chambers  of  com- 
merce have,  in  addition  to  the  formal 
publication,  a  weekly  bulletin  service 
designed  principally  for  the  active 
resident  membership.  In  the  last  two 
years  there  has  been  a  notable  im- 
provement in  these  publications,  in 
both  appearance  and  contents.  Sev- 
eral chambers  have  also  inaugurated  a 
news  service,  by  which  weekly  or 
monthly  conmaercial  reports  are  sent 
by  mail  or  cable  to  agencies  in  the 
United  States  for  distribution. 

There  are  many  other  ways  in  which 
our  commercial  organizations  abroad 
can  serve  the  American  business  man. 
Some  chambers  have  developed  a 
specialized  service  system;  others,  par- 
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ticularly  the  younger  organizations  and 
those  located  in  cities  ¥dthout  a  con- 
siderable number  of  resident  Ameri- 
cans, are  imable  to  provide  the  service 
that  will  be  possible  when  their  mem- 
bership and  revenues  are  increased. 

The  American  chamber  of  conmierce 
is  always  in  position  to  cooperate  with 
the  consular  service,  vnth.  representa- 
tives of  the  D^artment  of  Commerce, 
with  foreign  chambers  and  with  Amer- 
ican organizations  both  in  the  United 
States  and  abroad.  In  a  majority  of 
cases  the  initiative  in  establishing  the 
chamber  has  been  taken  by  the  resi- 
dent American  consular  officer,  and 
the  consul  is  actively  interested  in  the 
chamber's  work.  Arrangements  are 
frequently  made  with  the  local  foreign 
organizations  for  an  exchange  of  pub- 
lications and  service  that  proves  help- 
ful to  both. 

American  chambers  of  commerce 
abroad  have  sometimes  complained. 


and  not  without  reason,  that  their 
work  is  not  accorded  the  support  it 
should  receive  from  home  business 
men.  At  the  same  time  they  have 
realized  that  they  lacked  a  direct  point 
of  contact  with  these  home  business 
interests.  As  a  result  some  Ameri- 
can chambers  have  established,  and 
others  are  arranging  to  establish,  in 
the  United  States  representatives  and 
conmiittees  to  promote  their  inter- 
ests, and  particularly  to  increase  their 
membership.  Their  plans  also  con- 
template providing  service  through 
the  medium  of  such  representatives 
and  through  connections  with  com- 
mercial organizations  in  this  country. 
A  majority  of  the  American  cham- 
bers are  organization  members  of 
the  Chamber  of  Commerce  of  the 
United  States,  which  is  actively  tak- 
ing up  the  problems  they  encounter 
and  endeavoring  to  improve  and  ex- 
tend their  service. 


The  International  Chamber  of  Commerce 

By  John  H.  Fahet 
ChainnaD,  Organisation  Committee,  Inteniational  Chamber  of  Commerce 


THE  International  Chamber  of 
Commerce,  which  was  created  in 
Paris  in  June,  1920,  succeeds  the  In- 
ternational Congress  of  Chambers  of 
Commerce  and  Industrial  and  Com- 
mercial Organizations.  The  Interna- 
tional Congress  of  Chambers  of  Com- 
merce was  organized  in  1904.  Its  first 
meeting  was  held  in  Liege,  Belgium. 
Thereafter,  meetings  were  held  at 
Milan  in  1906,  at  Prague  in  1908,  at 
London  in  1910,  at  Boston  in  1912, 
and  at  Paris  in  1914.  A  permanent 
conmiittee  was  appointed  to  conduct 
the  affairs  of  the  International  Con- 
gress between  the  regular  biennial 
meetings.  While  this  project' was  ap- 
proved by   the  leading  countries  of 


the  world,  the  International  Congress 
failed  in  the  essentials  of  an  interna- 
tional business  organization  for  the 
reason  that  it  did  not  have  a  permanent 
staff  and  permanent  headquarters  to 
function  during  the  intervals  between 
general  meetings,  and  to  give  force 
and  effect  to  the  acts  and  resolutions 
of  the  Congress. 

Business  men  of  the  world  recognized 
this  weakness*  and  at  a  meeting  of  the 
Permanent  Committee  of  the  Inter- 
national Congress  of  Chambers  of  Com- 
merce, which  was  held  in  Paris  soon 
after  the  signing  of  the  armistice,  came 
to  the  conclusion  that  steps  should 
be  taken  either  to  reorganize  the  old 
International  Congress  of  Chambers 
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or  to  create  a  new  organization  which 
would  be  permanent  in  character  and 
ccmstituted  so  as  to  bind  together  the 
business  and  economic  forces  of  the 
countries  of  the  world,  and  to  furnish 
a  body  to  which  business  men  of  the 
nations  could  turn  for  information 
regarding  commercial,  financial  and 
economic  conditions  in  all  foreign  coun- 
tries. 

Reconstruction  problems  claimed  the 
attention  of  the  members  of  the  Per- 
manent Committee  at  the  meeting  in 
Paris  after  the  signing  of  the  armistice. 
Belgium,  France  and  Italy  needed 
assistance.  The  United  States  was 
prepared  and  eager  to  aid  in  the  reha- 
bilitation of  these  countries.  In  order 
that  tHe  problems  of  reconstruction 
might  be  brought  effectively  to  the 
attention  of  American  business  men 
and  financiers,  the  Chamber  of  Com- 
merce of  the  United  States  invited 
Belgium,  France,  Great  Britain  and 
Italy  to  send  representative  business 
men  and  bankers  to  meet  similar  repre- 
sentatives in  the  United  States.  This 
opportunity  was  afforded  at  the  Inter- 
national Trade  Conference  which  was 
held  in  Atlantic  City  during  October, 
1919.  Following  the  Conference  the 
foreign  delegates  were  taken  for  a  tour 
of  the  principal  industrial  centers  of 
the  United  States. 

One  of  the  concrete  results  of  the 
International  Trade  Conference  at 
Atlantic  City  was  the  development  of 
plans  for  establishing  a  permanent 
international  organization.  The  gen- 
eral principles  upon  which  such  a  body 
should  be  created  were  agreed  upon  by 
rq>resentative  delegates  in  attendance 
at  the  Conference.  A  Conunittee  on 
Permanent  Organization,  representing 
the  five  countries  which  participated  in 
the  meeting,  was  appointed  to  further 
perfect  plans  for  the  organization.  It 
was  decided  that  a  meeting  should  be 
held  in  Paris  in  June,  19^.   The  Com- 


mittee on  Permanent  Organization  was 
charged  with  the  duty  of  studying 
various  methods  of  organization  in 
order  to  report  a  plan  to  the  general 
meeting  in  Paris.  The  recommen- 
dations of  the  Committee  on  Perma- 
nent Organization  were  unanimously 
adopted,  the  International  Chamber 
of  Commerce  was  created,  and  a  con- 
stitution and  regulations  for  govern- 
ing the  International  Chamber  were 
adopted  at  the  general  meeting.  It  is 
now  f imctioning  at  its  temporary  head- 
quarters, 33  rue  Jean-Goujon,  Paris, 
France.  Dr.  Edouard  Dolleans,  of  the 
University  of  Dijon,  is  serving  as 
temporary  General  Secretary  of  the 
International  Chamber. 

In  addition  to  the  permanent  head- 
quarters, the  plan  provides  for  a  gen- 
eral meeting  every  two  years  of  dele- 
gates, representii^  the  commerce  of 
the  nations.  At  such  meetings  resolu- 
.  tions  and  proposab  on  which  advance 
notice  has  been  given  may  be  brought 
up  for  action  as  well  as  reports  of  com- 
mittees which  have  been  at  work  dur- 
ing the  periods  between  meetings.  In 
addition  to  the  general  meeting  in 
which  all  delegates  will  participate 
there  will  be  sectional  meetings  devoted 
to  finance,  transportation,  production, 
distribution  and  such  other  divisions 
of  business  activity  as  the  membership 
may  wish  to  organize.  The  first  gen- 
eral meeting  of  the  International 
Chamber  will  be  held  in  London  dur- 
ing Jime,  1921. 

A  Board  of  Directors,  representative 
of  all  the  coimtries,  has  general  direc- 
tion of  the  business  of  the  Chamber. 
It  will  organize  the  committees  and 
supervise  investigations,  and  will  as- 
semble frequently  in  the  intervals 
between  the  general  meetings  of  the 
membership.  The  International  Head- 
quarters will  serve  as  a  general  clear- 
ing-house of  international  business 
information.    It  will  provide  a  staff  of 
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experts  to  work  under  the  supervision 
of  the  Directors  and  Committees,  and 
will  regularly  issue  to  the  entire  mem- 
bership reports  and  bulletins  on  general 
conditions.  In  addition  to  the  general 
staff  at  the  headquarters,  each  coun- 
try will  be  constantly  represented 
there  by  an  administnttive  comnus- 
sioner  of  its  own  choosing,  having  ex- 
pert knowledge  of  the  special  needs  of 
his  own  country.  In  each  nation  hold- 
ing membership  in  the  Chamber  there 
will  be  organized  a  National  Bureau  or 
Conunittee  representative  of  the  eco- 
nomic interests  of  that  country,  which 
will  act  as  the  connecting  link  with  the 
International  Chamber. 

A  definite  benefit  to  all  the  people  of 
the  world  is  to  be  derived  from  having 
a  voluntary  body,  such  as  the  Inter- 
national Chamber  of  Commerce,  thor- 
oughly representative  of  many  nations, 
ready  to  discuss  and  adjust  such  im- 
portant questions  as  finance,  transpor- 
tation, raw  materials,  production,  ship- 
ping, unfair  competition  and  numerous 
other  phases  of  international  trade. 

The  world's  business  is  handicapped 
not  only  by  a  lack  of  dependable  in- 
formation to  guide  it  but  also  by  hun- 
dreds of  needless  obstacles  and  incon- 
sbtencies  in  the  laws  affecting  business 
in  all  the  countries.  Scores  of  these 
laws  have  not  been  changed  in  a  hun- 
dred years  or  more.  They  were  de- 
signed to  control  conditions  existing 
long  before  present  methods  of  trans- 
portation and  communication  changed 
the  world's  system  of  business.  Today 
these  regulations  and  statutes  delay, 
confuse  and  waste,  representing  un- 
necessary cost  in  the  distribution  of 
the  world's  merchandise.  A  systematic 
survey  of  these  laws  and  constructive 
suggestions  from  the  business  men, 
presented  through  their  organizations, 
should  prove  helpful  in  eliminating 
these  difficulties  and  making  the  com- 
mercial laws  of  all  countries  consistent 


where  there  is  no  sound  reason  for 
difference. 

In  offering  suggestions  concerning 
legislation,  the  plan  of  organization  of 
the  International  Chamber  insm-es 
consideration  of  the  questions  involved 
and  the  recording  of  decisions  in  a 
thoroughly  democratic  fashion.  No 
decision  nor  reconmiendation  may  be 
arrived  at  without  careful  study, 
without  full  public  discussion  and  due 
notice  to  every  country  and  every  in- 
terest involved.  Decisions  may  be 
reached  imder  these  rules  at  the  gen- 
eral conferences  of  the  Chamber  or  by 
means  of  a  system  of  referenda  which 
has  been  found  successful  in  many 
countries  and  will  now  be  tried  on  an 
international  scale  for  the  fir^  time. 
Since  all  proposals  must  have  the 
support  of  intelligent  men  in  all 
parts  of  the  world,  the  moving  con- 
sideration in  arriving  at  decisions 
must  be  what  is  best  in  the  interest  of 
all,  for  the  intelligent  men  of  business 
today  know  that  nothing  can  be  good 
for  business  which  is  not  in  the  public 
interest. 

The  chief  functions  of  the  Interna- 
tional Chamber  of  Commerce,  there- 
fore, will  be  to  consider  laws  affecting 
commerce,  to  suggest  changes  and  the 
enactment  of  new  measures  which  will 
improve  conditions;  to  effect  reforms 
on  their  own  initiative  in  business  cus- 
toms and  practices  which  will  bring 
better  results;  to  gather  and  distribute 
information  necessary  to  the  better 
conduct  of  commerce  and  suggest  to 
governments  improvements  of  existing 
systems. 

Indirect  benefits  are  to  be  derived 
from  the  plan  of  the  International 
Chamber.  These  advantages  will  ac- 
crue from  the  personal  acquaintance- 
ships made  as  the  result  of  meetings 
sudh  as  the  International  Chamber  will 
hold  regularly.  Progress  must  begin 
with  mutual  understanding  and  estab- 
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Ushment  of  confidence.  Petty  jealous- 
ies and  narrowviews which  are  reported 
to  exist  in  one  country  as  against  an- 
other are  soon  found  to  have  little 
foundation  in  fact,  or  may  readily  be 
overcome  if  they  exist  at  all,  when 
intelligent  men  really  get  together 
determined  tofind  a  basis  of  agreement. 
Unfortunately  the  rivalry  and  compe- 
tition of  conmierce  frequently  cause 
needless  friction  in  the  world.  Many 
of  these  alleged  difficulties  would 
disap]>ear  if  the  men  who  are  actually 
engaged  in  the  business  operations 
•involved  would  meet  and  attempt  to 
understand  each  other. 

Considerable  progress  has  been  made 
in  developing  the  organization  as  con- 
templated in  its  constitution.  Bel- 
gium has  established  its  National 
Bureau  and  has  appointed  its  Admin- 
istrative Conmussioner.  The  same  is 
true  with  respect  to  Italy  and  the 
United  States.  France  and  England 
have  established  their  National  Bu- 
reaus but  have  not  as  yet  selected  their 
Administrative  Commissioners. 

M.  £tienne  Cl^mentel  has  been 
elected  first  president  for  the  Interna- 
tional Chamber  of  Conunerce.  M. 
Cl^mentel  was  formerly  French  Min- 
ister of  Commerce  and  is  now  a  mem- 
ber of  the  French  Senate.  He  was  a 
member  of  the  Supreme  Economic 
Council.  He  is  president  of  the  Board 
of  Directors  of  the  National  Office  of 
French  Foreign  Commerce  and  presi- 
dent of  the  National  Committee  of 
Councillors  of  French  Foreign  Com- 
merce. 

Mr.  A.  C.  Bedford,  chairman  of  the 
Board  of  Directors  of  the  Standard 
Oil  Company  of  New  Jersey,  is  vice- 
president  of  Uie  International  Chamber 
of  Conmierce.  He  is  also  chairman  of 
the  American  conunittee.  The  Amer- 
ican directors  and  alternates  constitute 
the  executive  committee  of  the  Ameri- 
can section  and  are  members  of  the 

10 


American  conunittee.    The  American 
directors  and  alternates  are: 
Willi9  H.  Booth,  vice-president.  Guar- 
anty Trust  Company,  New  York; 
former  vice-president.  Chamber  of 
Conmierce  of  the  United  States. 
'S^^am     Butterworth,     president, 
Deere  and  Company,  manufac- 
turers of  agricultural  machinery, 
Moline,    Illinois;    vice-president, 
Chamber   of   Commerce   of   the 
United  States. 
John  H.  Fahey,  publisher,  Boston, 
former    president,    Chamber    of 
Commerce  of  the  United  States, 
and  now  a  member  of  its  Senior 
Council.   He  was  chairman  of  the 
Permanent  Organization  Commit- 
tee of  the  International  Chamber. 
Edward  A.  Filene,  president,  Wil- 
liam Filene's  Sons  Company,  Bos- 
ton; former  director,  Chamber  of 
Commerce  of  the  United  States. 
Harry  A.  Wheeler,  vice-president. 
Union  Trust  Company,  Chicago; 
first  president,  Chamber  of  Com- 
merce of  the  United  States,  and 
now    a    member    of    its    Senior 
Council. 
Owen  D.  Young,  vice-president.  Gen- 
eral Electric  Company,  New  York; 
chairman,  Board  of  Directors,  Ra- 
dio Corporation  of  America. 
Dr.  Frederick  P.  Keppel,  formerly 
dean  of  Columbia  College,  and  later 
third  assistant  secretary  of  war,  and 
vice-president  and  director  of  over- 
seas operations  of  the  American  Na- 
tional Red  Cross,  has  been  appointed 
administrative  commissioner  to  rep- 
resent the  United  States  at  the  head- 
quarters of  the  International  Chamber 
in  Paris. 

An  American  section  of  the  Inter- 
national Chamber  has  been  established 
in  the  offices  of  the  Chamber  of  Com- 
merce of  the  United  States  in  Wash- 
ington. Mr.  Lacey  C.  Zapf,  formerly 
assistant    manager  of  the    Research 
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Department  of  the  National  Chamber, 
has  been  selected  as  its  secretary.  The 
American  section  will  have  an  advisory 
conmiittee  of  business  men  representing 
the  di£Ferent  interests  and  geographic 
divisions  of  the  United  States. 

This  International  Chamber  affords 
a  medium  through  which  the  business 
men  of  the  United  States  may  be  kept 
constantly  in  touch  with  international 
affairs.  Such  an  organization  prob- 
ably means  more  to  the  United  States 
because  of  its  vast  area  and  the  great 
diversity  of  its  interests  than  to  any 
other  country. 

The  International  Chamber  has  al- 
ready taken  steps  to  correct  the  evils 
of  trade-mark  piracy,  to  standardize 
documents  and  laws  affecting  com- 
mercial intercourse,  to  unify  customs 
regulations  and  standardize  the  nomen- 
clatiure  in  customs  tariffs  of  the  world. 
An  Irdemational  Directory  of  Shipping 
and  Quotaiion  Terms  is  to  be  compiled 
with  a  view  to  effecting  a  conmion 
interpretation  throughout  the  world. 

A  research  department  is  being  or- 
ganized to  collect,  analyze  and  inter- 


pret statistical  information  for  the 
business  interests  of  the  world.  All 
nations  at  present  gather  statistics  of 
their  own  commerce,  but  none  regu- 
larly summarize  this  information  in  its 
relation  to  conmierce  of  the  world  as  a 
whole  in  such  a  manner  as  to  meet  the 
needs  of  business  men. 

The  International  Headquarters 
will  digest  and  disseminate  promptly, 
through  the  medium  of  regularly  is- 
sued bulletins,  information  regarding 
the  legislative  activities  of  the  govern- 
ments of  the  world  that  may  affect 
conmierce  or  international  business- 
relations.  Special  bulletins  will  be 
issued  from  time  to  time  relative  to 
subjects  of  importance  to  the  member- 
ship of  the  International  Chamber. 
The  annual  reports  of  the  International 
Chamber,  the  reports  of  special  com- 
mittees, the  debates  and  deliberations 
of  business  men  of  the  world  assembled 
in  general  meeting,  and  interpretations 
of  proceedings  of  other  economic  gath- 
erings will  all  contribute  to  the  central- 
ization of  valuable  information  which 
is  not  elsewhere  assembled. 


Organization  Under  the  Webb-Pomerene  Law 

By  Allen  Walker 
Manager,  International  Trade  Department,  Guaranty  Trust  Company  of  New  York 


EUROPEAN  public  sentiment  has 
apparently  been  little  appre- 
hensive of  harmful  results  from  combi- 
nations of  traders  and  manufacturers, 
such  as  are  prohibited  in  our  domestic 
commerce  by  the  Sherman  Law,  and 
very  liberal  government  recognition 
has  been  given  to  cooperation  in  com- 
merce and  industry  in  the  principal 
countries  abroad. 

Industrial  combinations  have  long 
been  developed  in  England,  Germany, 
France,  Belgium,  Scandinavia  and,  to 
some  extent,  in  Switzerland.    In  Eng- 


land and  Germany  they  have,  perhaps, 
reached  the  greatest  importance.  Ger- 
man associations  have  long  been  a 
powerful  influence  in  foreign  markets 
in  connection  with  the  cooperative 
distribution  of  chemicals,  dyes,  metal 
goods,  electrical  products  and  other 
commodities.  In  Great  Britain,  groups 
of  manufacturers  in  the  engineering 
and  similar  industries  have  long  been 
combined  in  an  effective  way  for  hand- 
ling foreign  trade  by  associations,  in 
order  to  avoid  hannful  competition 
with  each  other  in  overseas  markets. 
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These  combinations  have  been  ex- 
tremely eflfective  in  promoting  the 
foreign  trade  of  the  comitries  we  have 
mentioned;  and  it  was  the  recognition 
by  Congress  of  the  fact  that  they  gave 
a  definite  competitive  advantage  in 
foreign  markets  over  our  individual 
American  exporters  which  led  to  the 
legislation  known  as  the  Webb-Pom- 
erene Law,  which  was  passed  early  in 
1918.  By  the  terms  of  this  Act,  the 
restrictions  of  the  Sherman  Law  are 
modified  as  to  export  trade,  and  com- 
peting American  manufacturers  and 
exporters  may  form  such  cooperative 
organizations  as  they  may  choose  to 
establish,  and  may  unite  in  agreements 
as  to  prices,  the  allocation  of  territory 
and  other  similar  matters  in  connection 
with  their  trade  operations  in  foreign 
coimtries. 

Such  organizations  are  under  the  su- 
pervision of  the  Federal  Trade  Com- 
mission. Since  the  passage  of  the  law 
many  so-caUed  Webb  Act  corporations 
have  been  established  in  order  to  enjoy 
the  advantages  which  are  beUeved  to 
be  found  in  the  plan.  During  the  past 
year  (19£0)  43  associations,  comprising 
approximately  732  concerns  distributed 
over  43  states,  reported  to  the  Federal 
Trade  Commission  as  acting  under  the 
Webb  Act.  These  cover  a  wide  variety 
of  interests  and  include  exporters  of 
lumber,  cement,  machinery,  chemicals, 
steel  products,  elastic  webbing,  textiles, 
tools  and  many  other  classes  of  com- 
modities. 

Aside  from  the  fact  that  it  is  expected 
that  organization  under  the  Webb  Law 
will  serve  to  place  American  exporters 
on  a  better  competitive  footing  in 
foreign  markets,  it  is  clear  that  many 
firms  have  been  induced  to  join  such 
combinations  in  the  hope  that  a  very 
considerable  economy  could  be  effected 
in  the  overhead  charges  required  by 
export  business.  The  necessary  ex- 
penses of  handling  direct  exporting  are 


heavy  and  may  often  be  in  excess  of  the 
amount  that  an  individual  firm  could 
conmiand.  Through  combination  this 
expense  may  be  shared  amongst  the 
member  firms  of  the  organization,  and 
a  well-equipped  export  staff  may  easily 
render  efficient  service  to  every  mem- 
ber of  the  group  at  a  fraction  of  the 
cost  of  an  independent  branch  in  the  in- 
dividual house.  Even  greater  economy 
of  cost  and  effort  is  found  by  combi- 
nation for  the  employment  of  traveling 
agents,  who  may  be  sent  to  investi- 
gate conditions  in  foreign  markets  or 
to  estabUsh  actual  trade  connections 
abroad.  Certain  associations  have,  in 
fact,  been  initiated  at  first  merely  in 
order  to  share  in  the  charges  necessary 
to  send  a  competent  trade  scout  abroad 
to  spy  out  potentialities  of  world  mar- 
kets, with  the  idea  that  further  coop- 
eration would  depend  upon  the  reports 
of  this  investigator. 

Sufficient  time  has  not  yet  been 
afforded  to  give  evidence  of  the  full 
degree  of  the  practical  success  attained 
by  the  Webb  Law  corporations  which 
have  been  established  since  the  passage 
of  the  Act.  It  is  known  that  some  of 
them  are  active  and  are  carrying  on  a 
considerable  volume  of  business. 

The  situation  in  the  export  trade 
has  been  a  rather  difficult  one  during 
the  year  1920,  and  it  is  reported  that 
certain  combinations  of  manufacturers, 
who  united  after  the  armistice  for  the 
sale  and  distribution  of  their  products 
abroad,  are  showing  signs  of  discour- 
agement. They  have  suffered  so  many 
disabilities  in  their  attempts  to  sell 
overseas,  particularly  in  European 
markets,  that  their  members  have 
become  impatient  and  have  urged  the 
disbanding  of  the  central  organization. 
Waiting  for  orders  under  recent  ex- 
change conditions  and  diminished  de- 
mand abroad  have  overcome  their  pa- 
tience. In  one  or  two  instances,  they 
have  already  begun  to  disintegrate  and 
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have  dismissed  the  executive  staff  of 
the  export  company  which  was  formed 
expressly  to  develop  foreign  markets 
for  the  group. 

No  policy  on  the  part  of  American 
manufacturers -could  better  serve  the 
interests  of  foreign  competitors,  who, 
with  longer  experience,  realize  the  need 
for  persistent  application  in  the  export 
field  even  during  difficult  periods. 

A  representative  of  the  Guaranty 
Trust  Company,  who  has  recently  re- 
turned from  London,  made  it  his  busi- 
ness there  to  inquire  into  the  exact 
extent  of  British  activity  to  expand 
their  foreign  trade.  In  an  official  bulle- 
tin recently  pubUshed  by  the  company 
in  question,  this  information  has  been 
given.  There  is  little  evidence  of  any 
relaxing  of  effort  over  there.  There  is, 
indeed,  every  indication  of  increasing 
vigor  and  determination  to  take  ad- 
vantage of  existing  circumstances  to 
spread  the  British-controlled  enter- 
prise and  British-manufactured  prod- 
uct over  the  world  more  widely  than 
before.  No  combinations  are  disband- 
ing. They  are  not  giving  up,  although 
they  have  labored  under  the  same  dis- 
abilities, relatively,  as  the  American 
exporter.  They  fiiid  it  just  as  hard  to 
get  cash  from  European  buyers;  they 
encounter  just  as  much  restricted  buy- 
ing all  over  the  world  and,  in  their  own 
country,  have  had  more  burdensome 
labor  difficulties  and  more  production 
handicaps  than  American  manufac- 
turers have  had  during  the  past  five 
years.  The  Britisher  is  more  experi- 
enced, however,  and  he  knows  how  to 
wait.  He  knows  that  periods  of  de- 
pression in  sales  are  excellent  times  in 
which   to   lay  plans  for  the  future. 


More  important  than  all,  he  realizes 
that  it  is  not  wise  to  neglect  foreign 
markets  and  then  attempt  to  recapn 
ture  them  when  they  are  urgently 
needed.  He  sets  aside,  during  periods 
of  abnormal  domestic  demand  and  ex- 
change handicaps,  enough  of  his  prod- 
uct for  overseas  supply  to  keep  his 
goods  in  the  market  and  to  assure  his 
foreign  customer  that  he  is  not  being 
completely  forgotten.  The  result  of 
this  wise  policy  is  plainly  written  in  the 
late  figures  showing  the  steady  growth 
in  volume  and  value  of  British  exports 
and  the  record  of  freight  earnings  of 
British  cargo-carrying  ships,  which 
it  is  expected  will  soon  give  Great 
Britain  a  favorable  balance  with  other 
countries. 

It  is  obvious  that  the  mere  act  of 
combining  for  export  trade  does  not  in 
itself  assure  profits  to  American  com- 
binations in  a  trading  field  that  is  very 
difficult  and  where  pitfalls  are  many. 
Training  in  foreign  trade  practice  and 
knowledge  of  its  many  factors  are 
essential  qualifications  for  the  success- 
ful development  of  Webb  Law  combi- 
nations. Where  there  has  been  such 
skill  and  training,  it  is  known  that  these 
combinations  have  been  weathering 
the  present  difficulties  and  continuing 
actively  their  efforts  for  the  exploita- 
tion of  foreign  markets. 

The  recent  legislation  reviving  the 
War  Finance  Corporation  and  the  far- 
seeing  plans  for  the  development  of 
Edge  Law  corporations  should  stimu- 
late the  activities  of  these  companies 
and  encourage  them  to  carry  on  until 
the  exchange  situation  is  improved 
and  European  markets  are  more  defi- 
nitely restored  to  normal. 
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The  Significance  of  the  Edge  Law  in  Relation  to 

Foreign  Trade 

By  Philip  B.  Kennedy 
Vice-President,  First  Federal  Foreign  Banking  Association 


THE  Edge  Law*  approved  Decem- 
ber 24,  1919,  provides  for  the 
federal  incorporation  under  special  pro- 
visions of  int^national  banks  for  fi- 
nancing our  foreign  trade.  This  law 
came  into  eflFect  at  a  time  when  there 
was  urgent  need  of  extending  credits  to 
foreign  countries  in  order  to  maintain 
a  market  for  American  exports.  Dur- 
ing the  year  1919  our  exports  exceeded 
our  imports  by  four  billion  dollars. 
This  large  favorable  balance  was  offset 
primarily  by  our  government  loans  ex- 
tended during  the  year.  It  was  an- 
nounced early  in  1920  that  further 
government  loans  would  not  be  made. 
The  burden  of  extending  foreign  cred- 
its, therefore,  would  have  to  be  borne 
by  private  investment.  The  Edge  Law 
was  calculated  to  furnish  banking  ma- 
chinery which  would  enable  wide- 
spread and,  at  the  same  time,  safe  par- 
ticipation in  this  financing  by  banks 
and  individuals  in  different  parts  of 
the  country.  National  banks  are  per- 
mitted to  subscribe  to  stock  in  Edge 
Law  banks  up  to  10  per  cent  of  then* 
capital  and  surplus.* 

A  large  measure  of  discretion  was 
wisely  given  to  the  Federal  Reserve 
Board  in  the  making  of  regulations. 
After  careful  study  of  this  law  and  its 
possibilities,  the  Board  issued  its  first 
r^ulations,  March  23,  1920.  In  an 
analysis  of  the  law  and  regulations, 
which  is  essential  to  a  clear  under- 
standing of  the  powers  and  limitations, 
it  will  be  noticed  that  many  matters 
are  subject  to  the  approval  of  the 

1  Section  25  (a)  of  the  Federal  Reserve  Act. 
*  See  late  ruling  in  Federal  Trade  InfomtaHon 
Service,  January  18,  1921,  p.  18. 


Federal  Reserve  Board. ^  The  Board 
in  its  regulations  has  partially  opened 
the  door  and  has  the  power  to  open  it 
wider  as  special  problems  develop. 
The  character  of  financing  to  be  done 
by  Edge  Law  banks  will  therefore  be  a 
matter  of  growth,  based  on  specific  ex- 
perience and  conservative  regulation. 

The  careful  and  conservative  man- 
ner in  which  the  Federal  Reserve 
Board  has  approached  its  task  of  su- 
pervising Edge  Law  banks  is  due  to  its 
desire  to  proceed  in  accordance  with 
sound  banking  practice  and  pubUc  pol- 
icy and  not  through  any  lack  of  interest 
or  support.  The  Board  was  of  great  as- 
sistance in  giving  advice  in  connection 
with  the  drafting  of  the  Act,  and  has 
since  followed  the  organization  of 
Edge  Law  banks  with  close  attention. 
Grovemor  W.  P.  G.  Harding,  in  a  very 
able  speech  at  the  Annual  Banquet  of 
New  York  City  bankers,  January  17, 
stated  that  conditions  in  this  country 
would  not  be  normal  until  conditions 
in  Emrope  were  well  on  the  way  back 
to  normal,  and  that  American  pro- 
ducers had  therefore  a  vital  interest  in 
the  extension  of  credits  to  Europe.  In 
this  connection  he  referred  hopefully  to 
the  service  which  might  be  rendered  by 
banks  organized  under  the  Edge  Law. 

The  need  for  the  extension  of  a  rea- 
sonable amount  of  foreign  credits  is 
even  more  apparent  at  this  time  than  it 
was  a  year  ago. 

Depreciation  op  Exchange 

Immediately  following  the  armistice, 
import  restrictions  in  various  coun- 

'An  analysis  of  the  law  and  regulations  is 
given  at  the  end  of  this  article,  p.  187. 
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tries  were  considered  the  principal  ob- 
stacles to  the  increased  sale  of  Ameri- 
can goods  abroad.  This  method  of 
regulating  the  trade  balance  of  various 
countries  was  artificial  and  very  diffi- 
cult of  administration.  There  was  a 
simpler  way — ^to  permit  the  economic 
law  to  operate  by  means  of  exchange 
rates.  The  peg  was  taken  out  of  ex- 
change. Foreign  exchange  had  al- 
ways acted  before  as  a  regulator  within 
a  narrow  range,  the  so-called  gold 
points.  Countries  other  than  the 
United  States  continued  restrictions  on 
the  outgo  of  gold  and  the  game  of  for- 
eign exc&ange  had  to  be  played  accord- 
ing to  new  rules.  It  became  a  very 
speculative  game  with  great  variations. 
The  limit  was  ofiF.  A  new  element  was 
introduced  into  ordinary  foreign  com- 
mercial transactions,  that  of  exchange 
speculation. 

As  a  check  to  our  exports,  d^reci- 
ated  foreign  exchanges  have  not  acted 
as  sharply  as  might  have  been  antici- 
pated because  of  the  tendency  of  our 
exporters  and  foreign  importers  to  take 
risks  on  exchange  coming  back.  It 
was  logical  that  the  downward  swing  of 
foreign  exchanges  should  be  held  back 
as  long  as  our  government  continued 
to  make  foreign  loans.  When  it  was 
announced  early  in  1920  that  our  gov- 
ernment had  ceased  to  make  foreign 
loans,  it  was  natural  to  predict  an  early 
decline  in  foreign  exchanges  in  relation 
to  the  dollar  and  a  great  falling  off  in 
our  exports.  Statistics  compiled  by 
the  Bureau  of  Foreign  and  Domestic 
Commerce  show  that  our  balance  of 
exports  over  imports  was  $2,500,000,- 
000  for  the  eleven  months  ending  No- 
vember 80,  1920,  as  compared  to  over " 
$3,500,000,000  for  the  same  period  of 
the  previous  year.  The  reason  why  we 
have  continued  to  send  abroad  a  large 
excess  of  exports  has  been  due,  un- 
doubtedly, to  a  considerable  degree, 
to  the  tendency  to  take  risks  in  foreign 


exchange  coming  back.  Reliable  sta- 
tistical approximations  indicate  that 
there  is  now  an  unpaid  foreign  floating 
indebtedness  to  American  account  of 
between  $3,000,000,000  and  $4,000,- 
000,000.  This  is  due  in  large  part  to 
our  banks  and  firms  which  expect  to 
get  their  money  back  in  fairly  short 
time. 

Our  ability  to  do  short-term  financ- 
ing of  our  foreign  trade  has  been 
greatly  increased  by  the  use  of  dollar 
acceptances  and  the  development  of  im 
American  discoimt  market.  There  has 
also  been  a  fair  beginning  in  the  sale 
of  long-term  foreign  obUgations  in  the 
United  States.  If  our  export  trade  is 
to  hold  up  we  must  go  even  further  in 
''holding  the  bag." 

Forward  business  has  undoubtedly 
been  checked  to  a  marked  degree  by 
the  difficulty  of  the  foreign  exchange 
situation.  Export  merchants  have 
been  going  slow  and  as  safely  as  possi- 
ble. They  have  asked  manufacturers 
to  grant  them  credit  so  they  could 
grant  credit  to  their  customers.  A 
good  deal  has  been  heard  about 
"frozen  credits."  The  general  situa- 
tion has  tended  to  concentrate  atten- 
tion on  constructive  plans  for  foreign 
financing. 

Economic  Questions 

The  ability  to  extend  credit  to  for- 
eign coimtries  largely  depends  on  their 
ability  to  pay.  Their  raw  materials 
have  recently  decreased  greatly  in 
value.  American  importers,  fearing 
that  the  bottom  was  not  reached,  have 
withheld  their  purchases.  The  corre- 
sponding decline  in  our  imports  has 
been  a  contributing  reason  why  the 
exchange  situation  has  become  so 
serious. 

At  a  time  when  various  foreign 
countries  are  seriously  embarrassed  be- 
cause we  are  not  purchasing  their  raw 
materials   in   normal    quantities,    an 
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emergency  tariff  bill  has  been  brought 
forward  in  our  Congress  to  put  on  a 
high  tariff  amounting  to  an  embargo 
of  certain  imports.  Whatever  the  sig- 
nificant feature  of  this  bill  may  be, -it 
has  been  taken  in  certain  foreign 
countries  to  mean  that  we  are  attempt- 
ing to  close  the  door  to  the  entrance  of 
their  goods/  This  has  been  a  disturb- 
ing factor  in  the  situation. 

There  is  no  way  that  we  can  get  re- 
turn payment  for  our  goods  to  other 
countries  except  in  the  form  of  imports. 
If  we  decide  to  shut  out  imports  it 
would  be  much  more  difficult  to  in- 
duce American  investors  to  loan  money 
abroad.  We  can  not  have  the  home 
market  all  to  ourselves  and  also  a  big 
slice  of  the  foreign  markets.  The 
future  of  our  foreign  trade  is  boimd  up 
to  a  considerable  degree  with  our  atti- 
tude on  the  tariff  question. 

There  is  also  a  certain  amoimt  of  im- 
rest  from  a  political  point  of  view. 
Certain  sections  of  the  American  com- 
munity feel  that  it  is  their  privilege  to 
express  their  opinions  on  policies  of 
various  other  coimtries.  However  this 
may  be  viewed  from  a  moral  or  poUti- 
cal  angle,  it  is  not  helpful  from  the 
standpoint  of  trade  and  financing. 

A  world-wide  adjustment  is  today 
going  on.  The  fall  in  prices  is  univer- 
sal. This  readjustment  may  be  helpful 
in  the  long  run,  but  it  is  creating  special 
difficulties  for  merchants  and  manu- 
facturers in  various  countries  at  the 
present  time.  International  confi- 
dence will  increase  as  economic  read- 
justment proceeds. 

The  foreign  trade  situation  is  de- 
pendent upon  the  settlement  of  the 
international  poUtical  situation.  As 
long  as  there  is  uncertainty  business 
will  not  go  ahead  with  the  confidence 
it  otherwise  would.  Production  in 
certain  countries  wiU  not  be  increased 
and  their  buying  power  restored  until 
they  know  how  they  are  going  to  stand. 


The  German  reparation  question  is  one 
question  of  this  character.  It  is  hard 
to  say  how  long  it  will  take  for  the 
world  political  situation  to  be  straight- 
ened out. 

Types  of  Edge  Law  Organizations 

The  regulations  of  the  Federal  Re- 
serve Board  provide  that  a  bank  or- 
ganized under  the  Edge  Law  may  not 
have  outstanding  acceptances  and 
debentures  at  the  same  time,  except 
with  the  approval  of  the  Board.  It 
seems  likely  that  there  will  be  one 
kind  of  Edge  Law  bank,  which  will  de- 
vote itself  particularly  to  international 
commercial  banking  by  the  use  of 
bankers  acceptances,  and  another  kind 
of  Edge  Law  bank,  which  will  extend 
long-term  credits  through  an  issue  of 
its  debentures. 

The    First    Federal    Foreign 
Banking  Association 

The  first  banking  institution  that 
formed  under  the  "Edge  Law"  was 
the  First  Federal  Fordgn  Banking  As- 
sociation, which  opened  its  doors  at  40 
Wall  Street,  New  York,  on  June  ^1, 
1920.  This  institution  was  formed  by 
a  group  of  manufacturers  and  bankers, 
with  an  initial  capital  of  $2,100,000 
and  surplus  of  $105,000.  Fifteen  im- 
portant banks  in  Atlantic  Seaboard 
cities  were  the  original  stockholding 
member-banks  and  others  have  been 
added. 

It  was  f  oimd  by  experience  that  the 
bankers  acceptance  was  the  security 
which  could  be  readily  marketed  at 
discount  rates  which  are  practicable. 
The  Federal  Reserve  Board  gave  its 
authority  for  making  acceptances  a 
year  in  length.  The  bulk  of  the  busi- 
ness of  the  bank  developed  along  these 
lines.  The  First  Federal  Foreign 
Banking  Association  does  not  discoimt 
bills  miscellaneously.  In  the  steady 
growth  of  its  business,  it  has  estab- 
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lished  relationships  with  concerns  of 
prime  credit  stability,  negotiating  r^- 
ular  lines  of  acceptance  credit  yn\h 
these.  A  line  once  established,  the 
exporter  sends  to  the  bank  hisdocumen- 
tary  drafts,  the  bank  handles  the 
foreign  collection  of  these  through  its 
organization  of  foreign  connections,  and 
the  exporter  draws  a  second  "dean" 
draft  on  the  bank,  which  the  bank 
"accepts"  and,  if  the  exporter  de- 
sires, markets  for  him.  On  account  of 
the  standing  of  the  group  of  banks 
back  of  the  First  Federal  Foreign 
Banking  Association,  and  of  its  Direc- 
torate, also  on  account  of  its  policies 
of  management,  this  Edge  Law  bank's 
acceptances  have  come  into  steady  de- 
mand in  the  open  discount  market  of 
the  country.  The  acceptances  are 
eUgible  for  rediscount  or  purchase  at 
Federal  Reserve  banks  during  the  last 
ninety  days  before  maturity. 

This  Edge  Law  bank  is,  therefore, 
a  commercial  bank,  serving  its  cus- 
tomers by  handling  all  kinds  of  inter- 
national transactions.  Its  specialty  is, 
of  course,  the  longer  credits,  but  it 
handles  ordinary  transactions  as  well. 

The   Federal  International 
Banking  Company 

The  Federal  International  Banking 
Company  is  being  formed  in  the  South- 
ern States,  with  headquarters  at  New 
Orleans,  but  at  this  writing  has  not 
begun  business. 

It  is  expected  to  have  a  capital  of 
$10,000,000,  of  which  $7,000,000  had 
ah-eady  been  subscribed  on  January  7. 
On  that  date  it  had  over  1,200  stock- 
holders, for  the  most  part  small  banks 
in  the  cotton  belt.  The  enterprise 
grew  out  of  an  organized  purpose  lof 
financing  a  large  export  of  cotton,  but 
it  has  been  stated  that  the  company 
will  conduct  a  general  banking  busi- 
ness, financing  the  movement,  not  only 
of  the  South's  premier  product,  but  also 


that  of  naval  stores,  grain,  sugar,  to- 
bacco, lumber,  coal,  etc.,  and  of  manu- 
factures coming  out  of  the  Mississippi 
Valley  through  the  port  of  New 
Orleans. 

Several  prominent  New  Orleans 
banks  are  represented  in  the  leader- 
ship of  the  movement  to  found  this 
bank,  and  they  have  be^i  backed  by 
conunittees  of  leading  bankers  in  nine 
southern  states.  The  prospectus  of  the 
bank  does  not  describe  the  banking 
activities  which  will  be  undertaken, 
nor  the  methods  of  financing  which  will 
be  adopted.  It  is  expected,  however, 
that  it  will  do  an  international  com- 
mercial banking  business  somewhat  on 
the  same  general  lines  being  followed 
by  the  First  Federal  Foreign  Banking 
Association, 

Foreign  Trade  Financing 
Corporation 

What  is  described  as  by  far  the 
largest  and  most  comprehensive  at- 
tempt to  take  advantage  of  the  possi- 
bilities oflfered  by  the  Edge  Law  is  the 
Foreign  Trade  Financing  Corporation, 
the  preliminary  organization  of  which 
is  now  in  the  hands  of  a  committee  of 
thirty  men  appointed  by  a  national 
conference  of  bankers,  business  men 
and  producers,  held  in  Chicago,  in 
December,  1920,  for  organization.  If 
the  plans  of  these  men  materialize,  the 
corporation  will  have  a  fully  paid  up 
capital  stock  of  $100,000,000,  giving  it 
a  maximum  capacity  for  the  issuance 
of  debentures  under  the  law  of 
$1,000,000,000,  and  efforts  are  being 
directed  to  make  it  as  nearly  national 
as  possible  in  its  representation  of 
r^ons  of  the  country  and  producing 
and  business  activities. 

The  Corporation  has  been  about  a 
year  in  foimdation.  It  is  the  result 
primarUy  of  the  effort  of  a  Committee 
on  Commerce  and  Marine  appointed 
by  the  American  Bankers  Association 


Digitized  by 


Google 


The  Significance  of  the  Edge  Law 


1S7 


over  two  years  ago,  when  that  Asso- 
ciation pledged  itself 
to  support  by  every  means  in  its  power 
the  development  of  export  trade,  to  encour- 
age manufacturers  to  enter  upon  this  field 
of  distribution,  and  to  provide,  as  rapidly  as 
possible,  adequate  facilities  for  financing 
export  operations  sufficient  to  meet  every 
reasonable  demand  that  may  arise. 

After  a  long  and  presumably  thor- 
ough study  of  the  situation  in  respect 
to  oxir  machinery  for  financing  our  ex- 
port trade,  and  after  a  thorough  can- 
vass of  the  banks  of  the  country,  this 
committee  recommended  the  plan  now 
being  carried  into  effect.  Their  recom- 
mendations were  four  times  approved 
by  the  American  Bankers  Associa- 
tion, and  at  its  annual  convention  in 
October  of  this  year  the  Association 
empowered  its  president  to  call  a 
nation-wide  conference  of  financial  and 
business  leaders  at  the  earliest  oppor- 
tunity to  consider  the  plan. 

The  meeting  took  place  in  Chicago, 
December  10  and  11,  and  was  attended 
by  some  500  bankers,  manufacturers, 
business  men  and  representatives  of 
industrial,  commercial  and  producers' 
organizations.  Before  its  close  it 
adopted  a  set  of  resolutions  approving 
the  formation  of  the  corporation,  ap- 
pointed a  Committee  on  Organization 
of  thirty  men  representing  every  sec- 
tion of  the  country  to  take  up  its  or- 
ganization and  subscribed  $100,000  for 
preliminary  expenses.  The  Committee 
on  Oi^anization,  which  has  now  nearly 
completed  its  plans,  is  headed  by  John 
McHugh  of  New  York,  Vice-President 
of  the  Mechanics  and  Metals  National 
Bank. 

The  reasons  for  establishing  the 
Corporation  and  its  aims  and  purposes 
were  set  forward  in  a  statement  by  Mr. 
Charles  H.  Sabin,  President  of  the 
(xuaranty  Trust  Company,  issued  just 
prior  to  the  Chicago  meeting.  Mr. 
Sabin  said  in  part: 


Banks,  manufacturers,  farmers,  export- 
ers and  individuals  generally  from  every 
section  of  the  country  will  be  asked  to  sub- 
scribe to  the  9100,000,000  capital  stock  of 
the  corporation,  each  Federal  Reserve  Dis- 
trict subscribing  an  amount  as  nearly  as 
possible   proportionate   to    its   resources. 

It  is  the  b^ef  of  the  men  who  have  stud- 
ied and  laid  out  the  plan  that  such  a  plan 
as  proposed  is  essential  if  the  country  is  to 
hold  the  grip  on  the  markets  of  the  world 
that  its  full  prosperity  requires.  It  has 
come,  in  the  financing  of  its  export  trade, 
to  a  blank  wall;  the  only  feasible  means  of 
surmoimting  the  wall  is  through  agencies 
which  can  gain  for  foreign  trade  the  sup- 
port of  the  American  people. 

Mr.  McHugh  has  announced  that 
an  active  campaign  is  to  be  started  to 
obtwi  stock  subscriptions.  He  said 
further  that  this  corporation  would  not 
compete  with  conunercial  banks  in 
their  short-term  financing  but  that  it 
would  handle  long-term  financing 
which  the  commercial  banks  can  not 
do. 

Conclusion 

The  need  of  adequate  machinery  for 
extending  foreign  credits  is  generally 
recognized.  The  Edge  Law  provides 
for  banking  machinery  of  the  greatest 
safety  because  of  federal  incorpora- 
tion and  supervision.  If,  as  may  be 
expected,  it  is  modified  from  time  to 
time  to  meet  special  needs,  in  accord- 
ance with  proved  experience,  it  will 
enable  a  sound  development  of  more 
and  more  extensive  foreign  financing. 
The  United  States  today  is  the  great 
creditor  nation.  This  involves  grave 
responsibilities.  It  also  affords  a  great 
opportunity  for  world-wide  expansion 
of  American  business  and  correspond- 
ing prosperity  for  this  country. 

Analysis  op  the  Edge  Law  and 
Regulations 

1.  A  Federal  foreign  banking  corpora- 
tion may  engage  in  foreign  or  international 
banking  and  financial  operaticms. 
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2.  It  may  engage  in  local  banking  and 
financial  operations  in  foreign  countries  or 
in  the  dependencies  or  insular  possessioxis 
of  tlie  United  States  either  directly  or 
through  the  agency>  ownership,  or  control 
of  local  institutions  abroad. 

8.  It  may  establish  branches  and  agen- 
cies abroad  with  the  approval  of  the  Fed- 
eral Reserve  Board.  It  can  not  have 
branches  in  the  United  States.  Agencies  in 
the  United  States  may  be  established  for 
specific  purposes  with  the  approval  of  the 
Board,  but  not  for  the  general  business  of 
the  corporation. 

4.  In  order  to  organize  its  foreign  busi* 
ness  "directly  or  indirectly  through  the 
ownership  of  other  corporations"  it  is  em- 
powered to  invest  in  American  or  foreign 
corporations  organized  imder  Section  25  of 
the  Federal  Reserve  Act,  or  under  the  laws 
of  a  foreign  country,  or  under  the  laws  of 
any  state,  dependency,  or  insular  posses- 
sion of  the  United  States,  provided  that 
any  American  corporations  are  not  in  sub- 
stantial competition  with  it,  or  hold  stock 
in  other  corporations  that  are  in  substan- 
tial competition  with  it,  provided  also  that 
such  corporations  are  not  in  the  general 
business  of  buying  or  selling  commodities 
or  merchandise  in  the  United  States.  The 
restriction  against  holding  stock  in  cor- 
porations that  are  in  substantial  compe- 
tition with  it  does  not  apply  to  foreign 
corporations. 

5.  It  may  not  invest  more  than  15  per 
cent  of  its  capital  and  surplus  in  any  cor-' 
poration  engaged  in  banking,  nor  more 
than  10  per  cent  in  any  other  corporation, 
without  approval  of  the  Federal  Reserve 
Board. 

6.  It  can  not  be  a  member  of  any  Federal 
Reserve  Bank. 

7.  It  must  have  a  capital  of  not  less  than 
92,000,000. 

8.  A  majority  of  the  shares  of  its  stock 
must  be  hdd  and  owned  by  citizens  of  the 
United  States,  and  every  director  must  be 
a  citizen.  The  Federal  Reserve  Board  has 
formulated  drastic  regulations  regarding 
this,  covering  affidavits  for  transfer  of 
stock,  etc. 

9.  No  member  of  the  Federal  Reserve 
Board  shall  be  an  officer  or  director,  but 
with  approval  of  the  board,  directors  and 


officers  of  a  member  bank  may  serve,  and 
"interlocking"  of  officers  and  directors  be- 
tween the  "Edge  Law"  bank  and  corpora- 
tions in  which  it  has  investments  is  not 
prohibited,  subject  to  approval. 

10.  Its  name  is  subject  to  approval  of 
the  Federal  Reserve  Board.  The  Board 
has  ruled  that  "No  corporation  which  is- 
sues its  own  bonds,  debentures  or  other 
such  obligations  will  be  permitted  to  have 
the  word  'Bank'  as  a  part  of  its  title.  No 
corporation  which  has  the  word  'Federal' 
in  its  title  will  be  permitted  to  have  the 
word  'Bank'  as  part  of  its  title." 

11.  It  is  subject  to  periodical  examina- 
tion by  the  Federal  Reserve  Board  and 
must  make  reports. 

12.  One-tenth  of  the  net  profits  of  the 
institution  must  annually  b^  carried  to  its 
surplus  fund  until  it  has  a  surplus  equal- 
ling 20  per  cent  of  its  ci^ital  stock. 

axtthorized  bubinesb  of  a  federal 
Foreign  Bank 

1.  To  buy  and  sell,  discount  and  nego- 
tiate, with  or  without  its  indorsement  or 
guaranty,  notes,  drafts,  checks,  bills  of  ex- 
change, acceptances,  including  bankers'  ac- 
ceptances, cable  transfers,  and  other  evi- 
dences of  indebtedness. 

2.  To  buy  and  sell,  with  or  without  its 
indorsement  or  guaranty,  securities,  in- 
cluding the  obligations  of  the  United 
States  or  of  any  state  thereof. 

8.  Approval  of  the  Federal  Reserve 
Board  is  necessary  before  it  can  offer  for 
sale  any  foreign  securities  with  its  indorse- 
ment or  guaranty. 

4.  It  is  prohibited  to  trade  in  corpora- 
tion stocks.  (It  may  buy  stocks  of  certain 
corporations  for  investment  and  later  sell 
them.    See  Section  4  of  above.) 

5.  It  may  issue  letters  of  credit. 

6.  It  may  buy  and  sell  coin,  bullion  and 
exchange. 

7.  It  may  lend  and  borrow  money. 

8.  It  may  issue  its  own  debentures, 
bonds  and  promissory  notes  under  rules 
prescribed  by  the  Federal  Reserve  Board, 
up  to  ten  times  its  capital  and  surplus.  It 
must  submit  each  issue  to  the  Federal 
Reserve  Board  for  approval  before  making 
any  issue. 

9.  It  may  receive  deposits  in  the  United 
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States  only  as  they  may  be  incidental  to 
foreign  transactions. 

10.  It  may  receive  deposits  outside  tlie 
United  States.  If  it  has  its  own  iDionds, 
notes  or  debentures  outstanding,  the  for- 
eign deposits  can  be  taken  only  when  inci- 
dental to  foreign  transactions. 

11.  It  may  generally  exercise  such  bank- 
ing powers  as  are  incidental  to  the  powers 
specifically  granted  or  as  are  usual,  in  the 
determination  of  the  Federal  Reserve 
Board,  in  connection  with  the  transaction 
of  foreign  banking  business. 

12.  It  can  not  conduct  business  within 
the  United  States  except  as  incidental  to 
international  business. 

18.  It  can  not  engage  in  buying  or  sell- 
ing goods  or  commodities  in  the  United 
States,  or  invest  in  the  stocks  of  any  cor- 
poration so  engaged. 

Feoebal    Resebve    BOABD'a    ScRunNT 
INTO  THE  Issue  of  the  Bank's  Own 

OBLIOATIONa 

The  Board  requires,  for  its  approval  of 
an  issue  of  the  bank's  own  obligations: 

1.  A  statement  of  its  condition. 

2.  A  detailed  list  of  the  securities  used  as 
a  collateral  for  such  issues,  with  maturities, 
indorsements,  guarantees,  their  collateral, 
if  any. 

8.  In  general  terms,  the  nature  of  trans- 
actions on  which  the  collateral  securities 
were  based. 

4.  Other  data  in  the  discretion  of  the 
Board. 

For  its  approval  of  the  sale  by  the  bank, 
with  its  guarantee  or  indorsement,  of  any 
f<M%ign  securities: 

1.  The  character  and  amount  of  securi- 
ties proposed  to  be  sold. 

2.  Their  indorsement,  guarantees  or  col- 
lateral, if  any. 

8.  Other  data  in  the  discretion  of  the 
Board. 

Prohibition  of  Advebtisement  of 
Boabd's  Scbutint  and  Apfroval 

No  circular  letter  or  other  document  ad- 
vertising the  sale  of  the  bank's  securities  or 
of  foreign  securities  with  its  guarantee  shall 
contain  any  reference  to  the  fact  that  the 
Fedend  Reserve  Board  has  approved  the 
sale. 


Source  of  the  Bank's  Wobkino  Funds 

1.  Its  capital  and  surplus. 

2.  It  may  borrow  from  banks  or  bankers 
for  temporary  purposes  not  exceeding  one 
year  without  the  approval  of  the  Federal 
Reserve  Board. 

8.  Public  or  private  issues  of  its  'de- 
bentures, bonds,  notes,  or  other  such  ob- 
ligations" with  approval  of  Federal  Re- 
serve Board. 

4.  Deposits  in  the  United  States  inci- 
dental to  foreign  business. 

5.  Deposits  outside  the  United  States 
when  permitted  by  the  conditions  in  the 
regulations,  which  are  that  if  it  has  its 
own  obligations  outstanding  the  foreign  de- 
posits must  only  be  incidental  to  interna- 
tional business. 

6.  Sale  of  foreign  securities  with  its  in- 
dorsement, subject  to  approval  of  Federal 
Reserve  Board. 

Dbpobitb 

1.  Can  be  taken  in  the  United  States 
only  when  incidental  to  foreign  business. 

2.  Can  be  taken  without  special  re- 
strictions abroad  when  the  bank  is  not 
issuing  its  own  obligations. 

8.  Can  be  taken  abroad  only  as  inci- 
dental to  international  business  when  the 
bank  has  its  own  obligations  outstanding. 

4.  Reserves  of  18  per  cent  must  be 
maintained  on  deposits  in  the  United 
States.  These  reserves  may  be  cash  in 
vault,  balance  with  district  Federal  Re- 
serve Bank,  or  balances  in  a  bank  which  is 
a  member  of  the  Federal  Reserve  System. 

5.  Reserves  against  foreign  deposits 
must  be  carried  in  accordance  with  foreign 
local  law  and  good  practice. 

Acceptances 

1.  The  bank  may  accept  drafts  and  bills 
of  exchange  growing  out  of  transactions 
of  the  kind  forming  the  basis  of  eligible 
bankers  acceptances  under  Section  18, 
Federal  Reserve  Act. 

2.  It  may  accept  only  with  approval  of 
the  Federal  Reserve  Board  if  it  has  out- 
standing any  of  its  own  notes,  debentures, 
etc. 

8.  It  may  accept  freely  up  to  six  months, 
and  make  longer  acceptances  with  the  ap^ 
proval  of  the  Federal  Reserve  Board. 
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4.  Acceptances  for  account  of  any  indi- 
vidual drawer  are  limited  in  aggregate  to 
10  per  cent  of  tlie  subscribed  capital  and 
surplus  of  the  bank,  where  such  acceptances 
are  not  fully  secured,  as  described  in  the 
Federal  regulations.  But  in  case  of  trans- 
actions representing  export  or  import  that 
are  fully  seciured  or  guaranteed  by  another 
bank  or  banker  of  undoubted  solvency, 
these  do  not  count  toward  limitation. 

5.  After  the  aggregate  of  all  outstanding 
acceptances  reaches  the  total  of  subscribed 
capital  and  surplus,  all  acceptances  in  ex- 
cess must  be  secured  50  per  cent.  After  it 
reaches  twice  capital  and  surplus,  all  in  ex- 
cess of  such  amoimt  must  be  fully  secured. 

6.  Reserves  of  15  per  cent  must  be 
maintained  against  all  acceptance  obliga- 
tions maturing  in  thirty  days  or  less,  and 
reserves  of  8  per  cent  against  all  maturing 
beyond  thirty  days.  These  reserves  may 
be  in  cash,  balances  with  other  banks, 
bankers'  acceptances,  or  securities  ap- 
proved by  the  Federal  Reserve  Board. 

7.  liie  fact  that  an  individual,  firm,  com- 
pany, etc.,  has  reached  its  borrowing  limit 
of  10  per  cent  of  the  bank's  capital  and 
surplus  does  not  limit  its  privileges  of  hav- 
ing its  bills  accepted  unless  the  bank  itsdf 
buys  the  acceptance,  or  the  individual  has 
failed  to  cover  an  accepted  draft  unpaid  at 
maturity. 

8.  The  liability  of  a  customer  on  account 
of  an  acceptance  is  not  counted  as  a  liabil- 
ity for  money  borrowed,  unless  he  fails  to 
cover  pa3anent  at  maturity  or  the  bank 
itself  holds  the  acceptance. 

Reserves 

1.  The  Regulations  of  the  Federal  Re- 
serve Board  require  the  carrying  of  IS  per 
cent  in  reserves  against  any  deposits  taken 
in  the  United  States  incidentally  to  foreign 
transactions. 

2.  The  Regidations  require  reserves  of  8 
per  cent  against  all  outstanding  accept- 
ances of  the  bank  maturing  beyond  thirty 
days.  Reserves  of  15  per  cent  are  required 
against  all  outstanding  acceptances  that 
will  mature  within  thirty  days. 

8.  The  reserve  against  deposits  in  the 
United  States  may  be  cash  in  vault,  a  bal- 
ance at  the  regional  Federal  Reserve  Bank, 


or  a  balance  with  a  bank  which  is  a  member 
of  the  Reserve  System. 

4.  The  reserve  against  outstanding  ac- 
ceptances must  be  in  liquid  assets  of  cash 
and/or  balances  with  other  banks,  bankers 
acceptances  and/or  securities  permitted  by 
the  Federal  Reserve  Board. 

5.  Reserves  against  foreign  deposits 
must  be  such  as  are  required  by  for- 
eigo  local  laws  and  by  sotmd  banking 
principles. 

Limitation  o^  Customer's  Liabilities 

1.  In  the  limitation  of  the  total  liabili- 
ties of  any  one  person,  company,  firm  or 
corporation,  any  liabilities  of  the  several 
members  thereof  are  included  as  part  of 
the  count. 

2.  The  limit  for  discounts  or  loans  to  one 
concern  is  10  per  cent  of  the  capital  and 
surplus  of  the  bank,  except  with  the  ap- 
proval of  the  Federal  Reserve  Board. 

8.  The  limit  of  acceptances  for  any  one 
concern  is  10  per  cent  with  the  exception 
noted  below  in  (6). 

4.  Discounts  of  bills  of  exchange  drawn 
in  good  faith  against  actually  existing 
values  and  the  discount  of  commercial  or 
business  paper  actually  owned  by  the  per- 
son negotiating  the  same  are  not  counted 
as  loans  in  regard  to  the  above  limitation 
of  loans. 

5.  The  liability  of  a  customer  on  ac- 
coimt  of  acceptances  is  not  counted  as  a 
loan,  unless  the  Association  holds  the  ac- 
ceptances or  the 'Customer  has  failed  to 
cover  in  case  an  accepted  bill  is  not  met  at 
maturity. 

6.  Acceptance  transactions  fully  se- 
cured, or  representing  export  or  import  of 
commodities  and  guarantee  by  a  bank  or 
banker  of  undoubted  solvency,  do  not 
count  in  connection  with  the  10  per  cent 
acceptance  limitation. 

Limit  of  the  Bank's  Aggregate 
Liabilities 

1.  The  limit  of  the  Association's  aggre- 
gate liabilities  on  account  of  deposits, 
indorsements,  acceptances,  notes,  deben- 
tures and  other  such  obligations,  is  ten 
times  its  capital  and  surplus. 

2.  Lidorsements  of  bills  of  exchange  with 
not  more  than  six  months  to  run,  drawn  and 
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accepted  by  others  than  the  Association,  do 
not  count  in  detennining  the  amount  of 
liabilities. 

3.  The    Federal    Reserve   Board    may 
raise  the  above  limit  in  its  discretion. 

4.  The  Edge  Law  limits  the  amount  of 
the  bank's  own  obligations  (debentures. 


bonds  and  promissory  notes)  outstanding 
at  any  one  time  to  ten  times  its  capital  and 
surplus,  without  discretion  of  the  Board  to 
increase. 

5.  The  Federal  Reserve  Board  has  power 
to  put  a  limit  on  the  bank's  aggregate  lia- 
bilities in  any  of  the  above  classes. 


A  Comparison  of  English  and  American  Export  Trade 

Methods 

By  B.  Olney  Hough 

Author,  Practical  Exporting;  Editor,  American  Exporter 


IN  making  any  comparison  of  British 
and  American  export  trade  meth- 
ods it  will  be  easy  to  emphasize  what 
may  seem  to  be  a  certain  superi- 
ority in  the  British.  Let  me  say  at 
once,  however,  that  I  am  a  sufl5ciently 
enthusiastic  American  to  believe  that 
any  such  apparent  superiority  in  the 
trading  methods  or  facilities  of  the 
British  is  more  than  offset  by  the  ver- 
satility, the  ingenuity  and  the  aggres- 
siveness of  the  American.  I  believe 
that  our  qualities  will  continue  to  win, 
as  they  have  been  winning  for  many 
years  past.  I  believe  that  the  more 
mature  methods  which  may  sometimes 
be  observed  in  England,  as  well  as  cer- 
tain better  facilities  which  the  English 
possess,  will  gradually  become  ours 
also.  That  we  may  the  more  quickly 
perfect  ourselves  calls  for  a  better 
knowledge  of  our  present  deficiencies 
and  perhaps  a  more  intelligent  ap- 
praisal of  existing  conditions  and  meth- 
ods among  our  British  rivals. 

We  shall  be  forced  to  restrict  our 
survey  of  methods  to  characteristics  of 
large  and  experienced  business  houses 
in  Uie  two  nations.  Not  all  large  busi- 
ness concerns  either  in  England  or  in 
the  United  States  conduct  their  foreign 
business  in  the  wisest  or  most  effective 
ways;  but  certain  facts  stand  out  as 
more  commonly  to  be  found  among 


large  and  experienced  English  exporters 
than  among  similar  exporters  in  our 
own  countiy.  We  may  consider  two 
classes:  first,  manufacturers  who  do 
their  own  exporting;  second,  the  pro- 
fessional export  merchants  who  in  both 
countries  control  an  appreciably  large 
proportion  of  export  trade.  We  can 
refer  only  to  impressions  derived  from 
some  of  the  large  and  prominent 
houses  in  each  class,  which  may  or 
may  not  be  typical,  but  are  suflSciently 
numerous  to  make  their  characteristics 
notable. 

EXPOBTING  BY  MaNUFACTUBEBS 

To  consider  first  the  methods  and 
policies  of  large  manufacturers  in  the 
two  countries  who  do  their  own  export- 
ing, we  have  to  note  comparatively  few 
variations.  It  is  difficult  to  generalize 
and  impossible  to  determine  to  which 
side  the  scales  incline  when  the  prac- 
tices and  methods  of  individual  con- 
cerns are  reviewed.  There  is  no  such 
thing  as  an  established  rule  of  practice 
among  individual'  manufacturers  in 
England  any  more  than  in  the  United 
States.  The  chief  contrasts  which  are 
to  be  noted  are  psychological,  rather 
than  in  the  actual  conduct  of  business. 
So  far  as  concerns  the  practical  conduct 
of  export  business,  it  may  be  noted 
that  British  manufacturers  no  more 
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frequently  than  American  attempt  to 
develop  their  export  trade  through  the 
employment  of  foreign  traveling  sales- 
men; in  fact,  I  should  say  that  nowa- 
days a  great  many  more  traveling 
representatives  of  American  manu- 
facturers are  to  be  found  in  foreign 
markets. 

British  manufacturers'  credit  terms 
to  their  foreign  customers  are  in  most 
cases  similar  to  those  which  large  Amer- 
ican manufacturers  extend;  namely, 
sixty  days,  or  ninety  days,  or  some- 
times four  months;  but  possibly  the 
practice  of  demanding  confirmed  bank- 
ers credits  or  otherwise  "cash  in  ad- 
vance" is  commoner  among  American 
manufacturers.  It  should  be  observed 
that  any  new  and  previously  unknown 
customer  tendering  an  order  to  a  Brit- 
ish manufacturer  will  be  required  to 
pay  cash,  just  as  he  will  be  if  he  opens 
negotiations  with  an  American  manu- 
facturer. 

On  the  other  hand,  it  may  be  eas- 
ier for  a  large  industrial  or  public 
utility  enterprise  to  arrange  for  its 
equipment  with  big  British  manufac- 
turers than  with  American.  When 
there  is  a  question  of  an  electric  tram- 
way, a  hydro-electric  plant,  a  ship- 
building enterprise,  or  something  of 
that  sort,  it  is  supposed  to  be  a  com- 
mon practice  the  world  'round  for  the 
company  supplying  the  equipment  to 
accept  at  least  a  part  of  this  remunera- 
tion in  bonds,  shares  of  stock  or  long- 
term  notes;  hitherto  at  least  it  has  been 
easier  for  English  companies  to  dispose 
of  the  securities  thus  taken  in  payment 
for  equipment,  because  there  has  been 
no  opportunity  in  the  United  States  for 
realizing  on  similar  securities,  and 
American  companies  when  they  have 
undertaken  business  of  this  character 
have  usually  had  to  go  to  London  to 
unload  these  securities.  There  are 
scores,  probably  hundreds,  of  stocks 
and  bonds,  not  only  of  industrial  con- 


cerns but  also  of  Municipal  and  Gov- 
ernment issues,  which  are  listed  on  the 
London  stock  exchange,  or  are  known 
as  to  their  market  values  by  bankers  in 
London,  which  have  never  been  heard 
of  in  New  York  City.  However,  so 
far  as  practices  and  methods  are  con- 
cerned, this  sort  of  business  is  under- 
taken by  some  American  companies  of 
class  and  kind  comparable  to  the  Brit- 
ish companies. 

I  think  it  may  be  true  that  large  Brit- 
ish manufacturers  are  more  frequently 
liberal  in  their  treatment  of  their  foreign 
customers  than  are  similar  American 
manufacturers.  An  English  company, 
finding  an  opportunity  to  introduce 
its  wares  in  a  market  where  that  com- 
pany has  never  before  been  able  to 
do  much  business,  is  perhaps  more  apt 
than  its  American  competitor  to  offer, 
not  necessarily  longer  credit  time,  but 
more  liberal  support,  including  mer- 
chandise or  supplies  on  a  consignment 
basis.  I  do  not  mean  to  say  by  this 
that  the  same  sort  of  thing  is  not  done 
by  some  American  houses,  but  it  seems 
to  me  that  there  is  a  larger  percentage 
of  American  manufacturers  who  do  not 
look  much  beyond  the  getting  of  a  first 
order  and  more  British  manufacturers 
who  look  ahead  to  the  development  of 
future  trade.  From  another  point  of 
view  this  may  happen  because  possibly 
the  British  have  larger  free  capital  or  re- 
serve funds  at  their  disposal,  command- 
ing lower  than  usual  American  rates  of 
interest,  which  they  can  invest  in  such 
consignments.  I  should  say,  however, 
that  consignments  by  British  manufac- 
turers for  the  purpose  of  developing  an 
export  market  are  not  frequent  or  im- 
pressive enough  to  make  this  feature  of 
British  business  one  sufficiently  impor- 
tant to  weigh  heavily. 

Something  of  the  same  disposition  is 
evidenced  also  by  the  more  general  em- 
ployment by  British  manufacturers  of 
local  native  sales   agents   in   foreign 
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markets  workmg  as  representatives  of 
sundry  manufacturers  on  a  commission 
basis.  It  is  thoroughly  characteristic 
of  American  manufacturers  as  a  class 
that  they  look  with  distrust,  suspicion 
and  sometimes  contempt  on  such  for- 
eign commission  agents,  when  in  a  great 
many  lines  of  business  the  English,  like 
the  Germans,  French,  Italians  and 
most  European  manufacturers,  seem  to 
believe  that  through  the  employment  of 
such  commission  agents  they  are  likely 
to  develop  the  largest  possible  volume 
of  business  in  each  agent's  territory. 

C!!ontrasts  in  the  psychology  6f  Brit- 
ish and  American  manufacturers  are 
notable.  It  seems  to  be  unfortunately 
true  that  laxity  and  a  certain  indiffer- 
ence are  characteristic  of  many  large 
American  manufacturers,  whUe  the 
British  are  more  disposed  to  be  exact 
and  painstaking,  even  if  much  more 
deliberate.  In  the  United  States  we 
are  indifferent  to  and  gloss  over  a  great 
many  blunders.  There  are  even  some 
of  our  manufacturers  who  intentionaUy 
adopt  the  policy  that  it  is  cheaper  in 
the  long  run  to  suffer  occasional  losses 
because  of  certain  mistakes  rather  than 
to  pay  for  uniformly  and  invariably 
caref id  and  exact  workmanship  and 
service.  The  American  manufactur- 
ers' customers  here  in  our  own  country 
are  rather  complaisant.  The  manu- 
facturer can  "get  away  with"  many 
things  here  at  home  which  the  British 
customer,  or  customers  in  other  coun- 
tries of  the  world,  wiU  not  tolerate. 
The  British  manufacturer  is  therefore 
frequently  regarded  as  more  reliable — 
much  more  confidence  is  reposed  in 
him. 

The  American  manufacturer  quite 
too  often  conveys,  unconsciously,  the 
impression  to  his  prospective  foreign 
customer  that  what  he  chiefly  wants  is 
that  customer's  money.  The  British, 
not  by  intention,  but  apparently  be- 
cause a  little  differently  bred,  avoids 


giving  that  impression,  although, 
strangely  enough,  the  ordinary  British 
manufacturer  is  not  so  adroit  a  sales- 
man as  the  American. 

The  British  manufacturer,  it  is  trite 
to  say,  is  characterized  by  his  adherence 
to  tradition,  his  refusal  to  change  his 
methods,  by  general  inflexibility.  He 
is  something  like  so  many  of  his  own 
products — solid,  cumbersome,  unneces- 
sarily expensive.  While  the  American 
manufacturer  is  quicker  and  more  agile 
both  in  perception  and  in  action,  there 
are  not  a  few  examples  of  inflexibility 
of  policy  among  very  large  American 
corporations  ranking  as  our  largest  ex- 
porters. One  such  important  Ameri- 
can corporation  was  not  long  ago 
represented  by  a  manager  in  one  of  the 
South  American  Republics  who  re- 
fused to  deliver  thirty-six  dollars' 
worth  of  American  goods  to  a  ten  mil- 
lion dollar  local  customer  unless  the 
money  was  sent  to  his  office  in  advance 
of  deUvery.  The  president  of  this  cor- 
poration in  New  York  when  told  of  the 
occurrence  merely  shrugged  his  shoul- 
ders and  laughed,  remarking  that  the 
local  manager  had  adhered  too  im- 
plicitly to  his  general  instructions. 
The  president  seemed  utterly  indiffer- 
ent to  the  impression  created  on  the 
large  South  American  customer.  Even 
today  the  greater  success  of  this  same 
corporation  in  that  same  foreign  mar- 
ket is  due  to  the  fact  that  its  present 
manager  there  consistently  disregards 
the  company's  instructions  and  trans- 
gresses his  authority,  all  without  the 
knowledge  of  his  American  chiefs.  His 
company's  policy  is  not  changed. 

Both  British  and  American  manu- 
facturers are  human;  are  likely  to 
squeal  when  they  lose  money  or  have 
to  suffer,  even  through  their  own  errors. 
But  it  is  claimed,  and  I  think  with  jus- 
tice, that  importers  more  often  have 
cause  for  criticism  of  American  manu-- 
facturers  for  ungraceful  and  undigni- 
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fied  eflforts  to  squirm  out  of  a  mess  for 
which  they  are  responsible.  The  less 
cause  forxx)mplaint  of  this  sort  against 
British  manufacturers  is  undoubtedly 
partly  due  to  their  greater  deliberation 
and  care  in  handling  their  export  orders 
and  in  making  and  shipping  their  prod- 
ucts. However,  it  should  be  recog- 
nized that  by  far  the  greatest  part  of 
the  criticism  so  frequently  leveled  at 
American  manufacturers  is  to  be 
charged  against  inexperienced  and  ig- 
norant amateurs  who,  because  our 
country  is  much  larger  and  much 
newer,  abound  here  in  greater  numbers 
than  in  Great  Britain  and  who  are,  be- 
cause many  American  manufacturers 
are  new  in  foreign  markets,  the  more 
conspicuous  targets  for  criticism. 

Export  Merchants 

It  is  when  we  come  to  a  considera- 
tion of  the  methods  and  facilities  of  the 
export  merchants  of  the  two  countries 
that  we  are  able  to  note  many  and 
rather  important  distinctions.  I  do 
not  think  it  can  be  gainsaid  that  the 
British  are  better  merchants,  just  as  I 
am  rather  proud  in  thinking  that  we 
Americans  excel  as  manufacturers.  In 
speaking  of  merchants,  I  of  course  refer 
to  those  concerns  in  international  trade 
which  buy  and  sell  but  do  not  manu- 
facture, although  they  may  have  man- 
ufactiuing  done  for  them,  or  may  even 
control  factories.  It  is  only  within 
comparatively  recent  years  that  there 
have  been  any  export  merchants  in  the 
United  States,  if  we  except  the  early 
days  of  our  foreign  conunerce  when  we 
boasted  of  many  merchants  known  all 
over  the  world.  Only  within  about 
two  years  have  those  concerns  in 
American  ports,  which  caUed  them- 
selves "export  conmiission  houses," 
come  to  prefer  the  term  "export  mer- 
chants," although  even  today  there  are 
few  such  American  houses  who  are  mer- 
chants in  the  English  sense  of  the  word. 


There  are  scores  of  true  export  mer- 
chants in  England.  When  one  looks 
over  the  City  in  London,  one  literaHy 
gapes  with  astonishment  at  recognizing 
the  many  names  of  big,  rich,  power- 
ful, internationally  known  houses  which 
have  their  own  strong  and  influential 
organizations  in  India,  in  the  Far  East, 
in  West  and  East  Africa,  in  South 
Africa,  Australia  and  in  South  America. 
These  houses  are  not  afraid  to  buy  and 
sell,  to  put  merchandise  in  stock  in 
their  foreign  branches  and  resell  it,  to 
import  foreign  products  for  their  own 
account.  They  buy  not  only  English 
goods;  they  buy  also  American  goods, 
Grerman  goods,  and  any  other  kinds 
of  goods  which  their  foreign  organiza- 
tions can  handle  profitably.  These  mer- 
chants are  not  in  business  for  the  pur- 
pose of  fostering  or  developing  British 
manufacturing  industries;  they  are  in 
business  for  their  own  account,  to  make 
as  much  money  as  possible.  The  for- 
eign branches  of  these  English  mer- 
chant houses  are  not  merely  indent 
agencies,  they  are  importers  and  mer- 
chants on  their  own  acount,  as  well  as 
indentors.  The  parent  house  in  Lon- 
don, we  will  say,  makes  its  profits  as  an 
exporter  and  an  importer;  the  branch 
houses  abroad  make  their  own  profits 
as  importers  and  as  merchants,  buying 
and  selling  locally  as  well  as  intama- 
tionaUy,  developing  native  industries, 
shipping  local  products  not  only 
"Home,"  but  also  to  aU  parts  of  the 
world. 

Examine  the  operations  of  some  of 
these  great  Engli^  merchant  concerns. 
Here,  for  example,  is  a  London  house, 
usually  known  as  an  "East  Indian 
merchant"  with  an  important  organi- 
zation and  offices  and  warehouses,  em- 
ploying hundreds  of  clerks  in  Bombay, 
Calcutta,  Karachi,  Madras,  Rangoon, 
Colombo  and  Singapore.  These  branch 
houses  in  India  have  very  important 
interests  in  many  different  lines;  per- 
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haps  their  largest  business  is  in  Man- 
chester goods,  that  is,  in  cotton  textiles. 
This  industry  may  perhaps  occupy  the 
whole  attention  of  the  Calcutta  house, 
but  the  Bombay  house  may  have  other 
and  diverse  interests  as  importers — ^it 
may  not  only  have  a  large  business  in 
textiles,  but  it  may  also  handle  iron 
and  steel  products,  rosin,  bicarbonate 
of  soda,  umbrellas,  stylographic  pens 
in  one  hundred  gross  lots  for  the  native 
trade,  innumerable  different  commodi- 
ties suitable  for  that  market.  It  im- 
ports its  goods  not  only  from  England 
but  also  from  all  parts  of  the  world.  It 
will  buy  wire  nails  from  the  United 
States,  from  England,  or  from  Belgium, 
as  price  offers  may  make  desirable.  It 
imports  almonds  from  the  Islands  of 
the  Greek  Archipelago;  it  buys  men's 
undershirts  in  Barcelona,  because  the 
cheapest  things  for  the  native  Indian 
trade  are  found  there.  This  Bombay 
house  ships  skins  to  the  United  States, 
jute  to  Dundee,  buys  dates  from  the 
Persian  Gulf,  and  ^ps  them  to  va- 
rious parts  of  the  world. 

The  other  Indian  branches  of  this 
large  English  merchant  house  are  simi- 
larly occupied  and  all  of  them  are  also 
interested  in  local  industries.  They 
furnish  part  of  the  capital  and  assiune 
the  direction  of  mills  of  various  sorts, 
tea  and  rubber  plantations,  exploit 
teak  forests  in  the  Shan  States,  etc.; 
furthermore,  although  known  as  an 
East  Indian  merchant,  this  same  house 
has  branches  in  Portugal  and  is  largely 
interested  in  the  wine  business  of  that 
country,  while  in  years  gone  by  it  even 
had  important  investments  in  copper 
mines  in  the  United  States. 

The  house  just  described  is  one  of 
many.  It  has  large  and  important 
competitors  in  India  who  also  rank  in 
En^^and  as  East  Indian  merchants. 
In  Bombay  and  Calcutta  you  will  find 
branches  of  twenty  or  thirty  English 
merchant  houses  comparable  in  some 
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degree  to  the  house  described.  So 
also  in  China  there  are  numbers  of 
examples  of  rich  and  powerful  branches 
of  British  merchants. 

As  a  further  illustration  of  the  activ- 
ities of  merchants  of  this  description, 
let  us  take  another  example,  a  house 
which  has  three  or  four  branches  in 
Japan  which  import  machinery  for  in- 
dustrial enterprises,  rails,  and  railway 
equipment,  piece  goods,  all  kinds  of 
commodities  for  which  a  market  can  be 
found.  It  exports  Japanese  products. 
Furthermore,  it  has  had  very  important 
interests  in  the  camphor  industry  of 
Formosa,  in  promoting  and  developing 
Japanese  coal  mines,  and  it  was  largely 
responsible  for  the  development  of  the 
petroleum  fields  of  the  Dutch  East 
Indies.  There  was  a  time  when  it  took 
out  to  Sumatra  forty-two  expert  Amer- 
ican well  drillers  from  Pennsylvania. 

Similarly  diverse  activities  charac- 
terize British  merchants  all  around  the 
world,  whether  developing  cocoanut 
oil  on  the  West  Coast  of  Africa,  a  sugar 
industry  in  Fiji,  or  doing  business  in 
Manchester  cottons,  Bradford  woolens, 
or  Nottingham  laces  in  South  America, 
promoting  a  cement  works  here,  a  ship- 
yard there,  operating  coastwise  vessels, 
or  sometimes  long  chains  of  twenty  or 
thirty  retail  department  stores. 

Another  class  of  British  merchants 
do  not  operate  as  merchants  under 
their  own  names  in  foreign  countries, 
but  carry  favored  local  customers  in 
various  markets  for  heavy  lines  of 
credit.  One  house  may,  for  example, 
put  out  £50,000  in  South  Africa;  one 
customer  receives  a  limit  of  £5,000; 
another  customer  a  limit  of  £10,000; 
interest  at  a  Uberal  rate  as  paid.  The 
major  part  of  purchases  of  the  sundry 
clients  is  effected  through  the  London 
merchant  who  profits  by  the  usual 
buying  commission,  charges  shipments 
against  the  account  of  the  South  Afri- 
can customer  who  mak^  remittances 
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to  keep  his  indebtedness  down  to  the 
agreed  upon  limit. 

Contrast  organizations  of  such  de- 
scriptions with  the  operations  of  the 
two  thousand  or  more  professional 
American  exporters — call  them  com- 
mission houses  or  merchants,  as  you 
please.  Personally,  I  doubt  whether 
there  are  more  than  eight  or  ten  Ameri- 
can concerns  which  are  really  mer- 
chants; perhaps  only  one  or  two  whose 
activities  are  in  any  degree  to  be  com- 
pared to  the  activities  of  such  British 
merchants  as  I  have  just  mentioned. 
Our  American  exporters,  with  very 
rare  exceptions,  do  not  as  a  rule  buy  a 
doUar's  worth  of  merchandise  for  their 
own  account.  They  merely  execute 
orders  which  their  customers  in  foreign 
countries  send  to  them  for  execution. 
The  foreign  branches  of  American  ex- 
port houses  are  not  importers,  are  not 
merchants,  with  few  exceptions  are 
purely  indent  agents,  order  takers,  or 
sales  agents  for  special  articles.  Most 
of  our  American  exporters  seem  afraid 
to  take  the  risk  of  operating  as  mer- 
chants; perhaps  comparatively  few  of 
them  are  heavily  enough  capitalized  to 
work  in  that  fashion.  The  import 
operations  of  those  American  houses, 
which  may  by  misuse  of  the  language 
be  called  merchants,  are  usually  on  a 
commission  basis  only,  and  when  they 
do  buy  for  their  own  account  seem 
usually  to  be  purely  speculative,  as 
from  time  to  time  the  market  here  may 
tempt. 

More  than  this,  our  American  export 
merchants — ^to  call  them  by  that  term 
to  which  they  are  not  entitled — are  for 
the  most  part,  unhappily,  highly  pro- 
vincial, seldom  operating  in  any  except 
strictly  American  products.  Here  is  to 
be  observed  another  fallacy  in  the  ar- 
gimients  of  so  many  who  write  about 
the  expansion  of  American  foreign 
trade;  namely,  the  claim  that  we  must 
have  American  merchants  in  foreign 


countries  to  sell  American  goods.  True, 
American  merchants  in  Brazil  might 
naturally  prefer  American  goods,  but 
they  would  not  be  highly  successful 
unless,  like  British  merchants  in  Bra- 
zil, they  handled  goods  of  no  matter 
what  origin,  whatever  merchandise 
they  could  buy  and  sell  profitably  in 
that  market.  The  British  are  pleased 
with  the  fullest  possible  success  of  Brit- 
ish houses  aU  around  the  world  no  mat- 
ter whether  those  houses  handle  solely 
or  even  chiefly  British  goods.  The 
greater  the  success  with  foreign  goods 
of  a  British  house  in  Brazil  or  in  China, 
the  greater  will  probably  also  be  its  suc- 
cess with  English  goods;  in  any  event 
the  greater  is  the  prestige  of  British 
commerce  and  the  more  do  profits  of  the 
foreign  branch  enrich  the  home  office. 

Some  years  ago  there  came  to  my 
attention  a  case  of  an  American  ex- 
porter who  had  a  branch  office  in  Aus- 
tralia operating  on  an  indent  basis  and 
who  also  had  his  own  agent  in  London. 
The  Australian  branch  and  the  London 
agent  saw  opportunities  of  working 
together  and  doing  business  in  Aus- 
tralia in  British-made  goods,  but  Ameri- 
can headquarters  peremptorily  refused 
permission  to  do  business  in  any  other 
than  American  goods.  A  branch  of  an 
American  export  house  in  China  six 
months  ago  boasted  loudly  of  its  suc- 
cess in  securing  an  order  for  four  loco- 
motives for  a  Chinese  railway.  A 
British  merchant  in  the  same  Chinese 
city  said  nothing  about  it,  but  by  the 
same  mail  transmitted  orders  for 
twenty  locomotives  to  American  man- 
ufacturers. 

Both  British  and  American  export 
merchants  do  business  as  indentors  on  a 
commission  basis.  We  shall  have  to 
confess  that  foreign  importers  trust  the 
British  exporter  far  more  than  they 
trust  the  American,  and  some  of  them 
prefer  to  pay  5  per  cent  commission  to 
the  British  exporter  instead  of  2i  per 


Digitized  b/ 


Google 


English  and  American  Export  Trade  Methods 


14*7 


cent  to  an  American  exporter.  The 
British  characteristics  of  care,  atten- 
tion and  accuracy  outweigh  the  lower 
commission  of  the  American  house,  to 
say  nothing  about  the  irritating  list  of 
petties  which  the  English  exporters  so 
often  tack  on  to  their  invoices,  which 
the  American  usually  waives.  British 
exporters  and  manufacturers  seem  to 
work  together  with  more  mutual  con* 
fidence  than  do  the  two  classes  in  the 
United  States.  British  manufacturers 
seem  to  have  more  confidence  in  the 
exporter  and  value  him  rather  more 
highly,  while  the  exporter  feels  reason- 
ably sure  that  the  manufacturer  will 
supply  exactly  the  right  kind  of  goods 
in  liie  right  way. 

Furthermore,  the  British  export  mer- 
chant is  not  so  eager  to  seek,  indeed,  to 
demand,  special  confidential  discounts 
for  his  own  use  from  the  manufacturer. 
British  exporters  establishing  branch 
offices  in  New  York  have  been  known 
to  protest  energetically  against  what 
they  have  considered  the  dishonest 
practices  of  American  exporters  in  de- 
manding such  discounts  from  our  man- 
ufacturers, when  they  are  supposed  to 
give  every  advantage  to  their  foreign 
customers  who  entrust  them  with  their 
orders.  This  is  one  of  the  reasons  why 
in  traveling  around  the  world  it  is  so 
often  found  that  importers,  even  when 
they  criticize  British  exporters,  yet  re- 
gard them  as  more  square  and  honest 
than  American  exporters. 

Facilities  op  English  and  American 
Houses  Compared 

British  export  merchants  undeniably 
possess  certain  advantages  and  facili- 
ties which  are  not  yet  ours;  for  example, 
they  have  heretofore  had  an  advantage 
or  have  been  more  interested  than 
Americans  in  seeking  out  and  develop- 
ing advantages  in  shipping  facilities. 
I  am  not  now  referring  to  the  English 
merchant  marine  as  contrasted  with 


the  American  merchant  marine.  I 
mean  that  there  have  been  more  ships 
in  British  harbors  loading  for  more 
di£Ferent  parts  of  the  world,  more  liners 
and  tramps  soliciting  cargo.  This  has 
sometimes  made  it  possible  for  British 
shippers  of  crude  commodities  to  make 
exceptionally  advantageous  arrange- 
ments for  freights.  I  have  seen  Port- 
land cement  shipped  from  England  to 
Egypt  at  almost  nothing  per  ton, 
chiefly  because  a  ship  needed  ballast. 

The  banking  facilities  of  English  ex- 
porters as  contrasted  with  our  Ameri- 
can facilities  have  been  generally  exag- 
gerated, with  the  sole  exception  of  the 
London  discount  market.  Bankers  in 
London  have  oflFered  as  a  rule  no  better 
facilities  in  financing  than  have  been 
available  to  New  York  exporters.  It 
can  not  be  claimed  that  the  branches  of 
certain  large  British  banking  institu- 
tions in  New  York  have  not  offered 
just  as  good  facilities  to  our  exporters 
as  the  offices  of  the  same  bank  in  Lon- 
don oflFered  to  British  exporters.  The 
sole  and  only  distinction  that  I  know 
of,  so  far  as  banking  practises  and  in- 
dulgences are  concerned  in  the  routine 
handling  of  export  transactions,  has 
been  that  the  more  intimate  acquaint- 
ance with  exporting  and  with  foreign 
exchange  on  the  part  of  the  British  has 
occasionally  developed  an  ingenious 
operation  devised  to  help  a  compara- 
tively small  but  worthy  exporter, 
whereas  in  our  own  country  bankers 
have  not  always  shown  the  same  anxi- 
ety to  devise  means  of  helping. 

The  London  discount  market  has, 
however,  oflfered  a  very  genuine  and  a 
very  important  help  to  the  British  ex- 
porter. We  are  now  trying  to  promote 
a  discount  market  here  and  progress  is 
certainly  being  made;  however,  so  far 
as  our  export  trade  is  concerned,  there 
are  many  difficulties  in  the  way  of  oilr 
taking  as  full  an  advantage  as  the  Brit- 
ish of  such  a  discount  market  as  we 
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may  develop.  Ordinarily,  a  New  York 
exporter's  transactions  are  covered  by 
his  drafts  on  his  foreign  customers, 
the  exporter  gives  an  acceptance  and  a 
bank  lends  its  endorsement  in  order 
that  the  acceptance  may  be  discounted. 
The  operation  is  a  somewhat  compli- 
cated one  in  general  exports  of  manu- 
factured goods  as  contrasted  with  bulk 
shipments  of  cotton  or  grain.  For  ex- 
ample, in  the  case  of  a  merchant  mak- 
ing twenty  different  shipments  by  one 
vessel  to  as  many  different  customers 
in  Brazil,  the  draft  on  one  customer 
being  at  sight,  on  other  customers  at 
thirty  days,  sixty  days,  or  ninety  days 
and  all  for  varying  amounts,  some  of 
them  perhaps  small.  British  exporters, 
with  their  own  organizations  in  foreign 
markets  shipping  to  their  own  houses, 
finance  for  their  own  people.  Take, 
for  example,  such  a  great  East  Indian 
house  in  London  as  that  which  I  have 
described;  millions  of  dollars'  worth  of 
Manchester  goods  are  purchased  every 
year.  The  London  house  finances 
these  large  invoices,  accepts,  in  con- 
junction with  the  Hongkong  Bank  or 
the  Chartered  Bank;  the  London  dis- 
count market  absorbs  this  paper;  and 
the  export  merchant  used  to  secure — 
before  the  war — ^an  annual  interest 
charge  of  about  3)  per  cent  instead  of 
our  American  6  per  cent.  The  London 
house  refinanced  according  to  circum- 
stances on  its  own  branches  in  India, 
often  merely  by  debit  and  credit  en- 
tries, since  the  branches  in  India  were 
shipping  Indian  produce,  and  since  the 
financial  interests  of  both  the  branches 
and  the  parent  house  were  identical. 

Investments  in  foreign  securities  are 
being  strenuously  urged  upon  Ameri- 
cans, very  often  as  a  means  of  devel- 
oping our  export  trade.  Of  course 
investments  in  any  kind  of  foreign  se- 
curities may  help  the  present  critical 
condition  in  the  foreign  exchanges 
through  the  export  of  funds  in  payment 


for  such  securities  in  addition  to  our 
remittances  to  cover  our  imports,  all 
going  to  offset  our  tremendous  export 
figures;  but  the  present  are  abnormal 
times;  it  is  not  always  necessary  to  cor- 
rect adverse  or  favorable  rates  of  ex- 
change, and  there  is  much  more  to  be 
made  of  American  investments  in  for- 
eign securities  in  the  way  of  developing 
American  export  trade  than  most  peo- 
ple seem  to  realize.  The  late  Willard 
Straight  was  one  of  the  few  Americans 
who  differentiated  sharply  between 
American  investments  and  saw  clearly 
the  kind  of  investment  necessary  for 
the  expansion  of  our  foreign  conunerce. 
We  have  many  offerings  to  the  Amer- 
ican public  of  foreign  government  and 
municipal  bonds;  occasionally  small 
offerings  of  the  bonds  or  shares  of  for- 
eign railways  or  public  utilities.  Most 
of  our  financiers,  above  all  our  banks, 
which  are  nowadays  giving  so  much 
attention  to  their  bond  departments, 
emphasize  only  the  desirability  of  in- 
vestments in  bonds  and  mortgages. 
We  are  neglecting,  if  not  forgetting, 
the  essential,  basic  theory  of  such  in- 
vestments as  a  help  to  export  trade. 
The  ownership  of  bonds  and  mortgages 
gives  no  control  over  the  properties; 
suflSciently  heavy  investments  in  shares 
do  give  such  control. 

The  English  have  profited  in  their 
export  trade  from  their  foreign  invest- 
ments because  they  control  the  enter- 
prises which  their  money  finances.  If 
a  railway  is  to  be  built  in  Iceland,  the 
money  wiU  be  raised  in  London,  the 
Chairman  will  be  an  Earl  or  a  Baronet, 
the  board  of  directors  will  meet  and  the 
financial  offices  will  be  located  in  Lon- 
don ;  the  purchasing  agent  as  well  as  the 
constructing  and  operating  engineers 
will  be  Englishmen,  and  the  equipment 
and  supplies  of  that  railway  wUl  nat- 
urally drift,  so  far  as  possible,  to  those 
English  suppliers  known  to  the  engi- 
neers and  the  purchasing  agent.    They 
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will  not  be  averse  to  buying  American 
supplies  if  they  can  be  persuaded  that 
such  suppUes  are  desirable  and  suitable, 
but  their  wholly  human  disposition  will 
be  to  buy  their  goods  in  the  market 
from  which  their  enterprise  is  financed 
and  from  suppUers  with  whom  and 
with  whose  products  they  are  best  ac- 
quainted. We  may  buy  up  all  the 
mortgages  and  bonds  of  a  railway  or 
any  other  company  and  it  will  not  help 
us  in  the  least  so  far  as  exporting  mer- 
chandise to  that  company,  its  associ- 
ates or  its  neighbors  is  concerned. 

Even  our  present  Edge  Act,  pro- 
fessedly designed  to  assist  in  the  de- 
velopment of  oiu*  export  trade  through 
the  creation  of  agencies  able  to  give  us 
more  adequate  export  credit  f  aciUties, 
specifically  prohibits — as  it  now  stands 
— banks  organized  -  under  that  Act 
from  dealing  in  the  shares  of  foreign 
corporations.  Edge  Act  banks  can 
only  deal  in  bonds  and  mortgages,  and 
whatever  foreign  securities  the  Edge 
Act  banks  may  handle  under  the  pro- 
visions of  the  present  law  will  not 
directly  affect  one  cent's  worth  of  ex- 
port trade  for  the  United  States.  It 
is  only  through  the  actual  control 
of  a  property  that  its  poUcy  can  be 
dictated. 

The  one  great  lesson  for  us  to  learn, 
so  far  as  I  see  it,  in  reviewing  British 
methods,  is  the  need  of  more  thorough 


training  of  American  business  men  for 
foreign  work,  and  for  a  longer,  more 
practical  and  more  comprehensive  ap- 
prenticeship of  our  young  men  in  ex- 
port work.  The  development  of  the 
organizations  of  American  merchants 
in  foreign  countries  will  very  likely  be 
promoted  as  time  passes,  knowledge 
increases,  and  funds  attracted  to  this 
sort  of  development  become  more  easy. 
The  more  thorough  training  for  foreign 
trade  is  a  serious  and  imperative  neces- 
sity. I  am  not  now  referring  to  courses 
in  foreign  trade,  which  fortunately  are 
becoming  more  and  more  common  in 
our  universities  and  even  in  our  high 
schools.  They  are  thoroughly  desir- 
able so  far  as  they  go.  Supplementing 
them  there  must  be  a  longer  and  more 
practical  apprenticeship  in  the  actual 
conduct  of  commerce  in  its  day  by  day 
routine  and  many  different  aspects. 
We  work  rather  rapidly  in  the  United 
States;  too  fast  by  far.  We  have  ex- 
tended our  characteristic  half-baked 
efforts  to  our  export  trade  expansion. 
All  sorts  and  conditions  of  yoimg  men 
have  been  attracted  to  the  export 
"game,"  as  they  lightly  term  it,  and 
men  of  aU  sorts  and  conditions  have 
been  sent  abroad  to  represent  Ameri- 
can interests,  more  often  than  not  with 
no  or  Uttle  adequate  training.  Real 
and  great  success  is  not  thus  to  be  ob- 
tained. 


Difficulties  of  Financing  Export  Trade 

By  Francis  H.  Sisson 
Vioe-Presidezit,  Guaranty  Trust  Company  of  New  York 


THERE  is  perhaps  not  a  very  clear 
understanding  by  the  public  in 
general  of  the  functions  and  the  limita- 
tions of  service  of  the  international 
banks  in  relation  to  our  export  trade. 
This  is  plainly  indicated  by  the  sugges- 
tions that  are  now  made  by  certain  un- 


informed critics  that  in  some  way  these 
banks  are  not  "supporting"  this  trade 
adequately. 

It  seems  that  such  a  charge  ignores 
the  primary  fact  of  the  relation  of 
banks  to  our  foreign  commerce.  Their 
essential  interest  and  profit  must  al- 
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ways  lie  in  rendering  the  utmost  assist- 
ance to  overseas  trade  that  it  is  possi- 
ble for  them  to  give — safely,  and  within 
the  limitations  imposed  by  law  upon 
their  operations.  The  word  "safely." 
is  of  paramount  significance.  This 
factor  of  safety  must  receive  the  first 
consideration  by  banking  officers,  if 
they  are  to  be  true  to  their  obligations 
as  guardians  of  the  property  of  others. 

The  funds  which  are  the  basis  of  any 
aid  to  commerce  that  banks  may  give 
are  the  demand  deposits  of  their  clients, 
and  this  demand  quality  of  commercial 
banking  funds  at  once  fixes  very  defi- 
nite limits  to  the  use  that  may  be  made 
of  them.  It  positively  excludes  their 
employment  in  any  large  amoimt  for 
loans  of  a  term  longer  than  three  or 
four  months.  Hence,  the  utmost  care 
must  be  exercised  to  assure  that  ad- 
vances made  upon  the  basis  of  com- 
mercial transactions  with  foreign  coun- 
tries shall  have  more  than  a  reasonable 
probability  of  liquidation  within  the 
term  for  which  these  loans  are  agreed 
upon. 

The  most  frequent  form  of  aid  ex- 
tended to  export  trade  by  a  commer- 
cial bank  is  through  the  discount  of 
drafts  covering  sales  of  goods  abroad, 
these  drafts  maturing  at  a  definite  date 
— ^usually  not  exceeding  four  months 
from  the  time  when  they  are  discounted. 
The  collateral  held  by  banks  to  protect 
such  loans  usually  consists  of  merchan- 
dise in  transit  to  the  foreign  buyer,  held 
under  the  control  of  the  lending  bank 
through  possession  of  bills  of  lading 
and  other  documents  by  its  trusted 
agents,  either  in  its  own  branch  banks 
abroad  or  in  correspondent  banks  with 
which  it  holds  close,  continuing  rela- 
tions. When  all  goes  smoothly,  these 
drafts  are  paid,  as  they  fall  due,  to  the 
foreign  agents  of  the  American  bank 
and  the  loan  is  liquidated  by  the  trans- 
fer of  the  proceeds  to  the  lending  com- 
pany, or  by  a  credit  through  the  open 


accounts  which  international  banks 
throughout  the  world  maintain  with 
one  another. 

Thus,  an  active  bank  at  any  given 
date  may  have  hundreds,  or  even 
thousands,  of  outstanding  loans  on 
foreign  trade  transactions,  some  of 
which  are  due  and  paid  every  day  and, 
in  consequence,  afford  a  renewed  sup- 
ply of  funds  for  new  transactions. 
\^en  times  are  good  and  there  are  no 
clouds  upon  the  horizon  of  trade,  this 
system  of  revolving  credit  functions 
uninterruptedly  and  to  the  advantage 
of  all  concerned,  and  we  hear  little  com- 
plaint of  indiflference  on  the  part  of 
banks  to  demands.  It  is  when  the 
movement  we  have  described  is  checked 
— as  it  is  today — ^that  doubt  rises  in 
some  minds  as  to  whether  the  banks 
are  doing  their  full  duty  in  the  situa- 
tion. 

As  a  matter  of  fact,  however,  it  is  the 
bank  that  first  of  all  feels  the  shock  of 
any  stoppage  to  the  normal  functioning 
of  this  credit  system.  When  drafts  are 
not  paid  by  foreign  buyers,  the  bank  at 
once  finds  itself  holding  an  overdue  and 
unpaid  loan  and  also  is  burdened  with 
the  responsibility  for  collateral,  which 
it  must  handle  to  the  best  possible  ad- 
vantage of  the  American  shipper  and  to 
the  protection  of  its  own  equity  in  it. 
The  seller,  who  has  discounted  his 
draft,  is  already  in  possession  of  his 
money,  although  it  is  true  that  he  is 
liable  to  the  bank  in  the  event  that  his 
draft  is  unpaid.  He  is  also  liable  if  the 
proceeds  of  collateral  sold  do  not  fully 
cover  the  amount  of  the  loan  involved. 
When,  as  today,  in  markets  through- 
out the  whole  world  there  is  cancella- 
tion of  contracts,  refusal  to  accept 
shipments  or  to  pay  drafts,  the  inmie- 
diate  result  is  to  tie  up  banking  funds 
in  very  large  amoimts  and  to  burden 
the  bimks  with  the  problems  incident 
to  the  care  and  disposal  of  shipments 
upon  which  funds  have  been  advanced. 
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How  seriously  this  may  cripple  their 
ability  to  continue  their  normal  volume 
of  loans  to  their  American  clients 
should  be  recognized  readily  enough. 
When»  in  addition  to  cancellations  and 
protest  of  drafts,  there  are  added  to  the 
situation  the  factors  of  falling  prices, 
depreciated  exchange  and  flooded  mar- 
kets, it  is  clear  that  the  difficulties  con- 
fronting the  banks  are  real  enough. 
Moratoria  and  embargoes  exist  in  cer- 
tain countries  and  are  threatened  in 
others.  Forced  sales  of  shipments  are 
extremely  difficult — ^impossible  in  many 
cases.  Banks  are  handicapped  in  their 
power  to  serve  their  clients  to  the  de- 
gree that  their  resources  are  involved 
in  those  transactions  in  which  prompt 
liquidation  has  failed  of  consummation. 

Sound  business  principles  must  pre- 
clude the  officers  of  any  bank  from  ex- 
tending their  commitments  unduly 
when  such  international  trade  condi- 
tions arise.  They  must  keep  their 
house  in  order,  and,  until  these  teiiipo- 
rarily  non-Uquid  loans  are  brought  into 
liquid  form  again,  the  utmost  care 
must  be  exercised  lest  the  rights  of  the 
demand  depositors  should  be  jeopard- 
ized. A  commercial  bank  must  recog- 
nize its  obligation  to  avoid,  if  possible, 
any  loan  transactions  that  will  involve 
it  for  undetermined  periods  of  time. 
Long-term  loans  are  the  affair  of 
the  investment  banker  and  are  not 
for  the  international  commercial  bank 
to  handle.  This  distinction  should 
be  fully  comprehended  by  the  public 
and,  when  understood,  will  serve  to 
refute  the  criticisms  to  which  we  have 
referred. 

The  present  world  situation  is  ad- 
mittedly a  difficult  one.  The  banks  are 
as  much  concerned  as  any  branch  of 
business  in  finding  a  solution  for  these 
problems  and  are  committed  by  self- 
interest  to  the  support  of  any  policies — 
safe  policies — ^that  will  aid  to  bringlback 
better  conditions.    All  that  should  be 


asked  of  the  banks  is  that  they  "carry 
on"  with  prudence  and  contribute 
every  particle  of  effort,  in  the  way  of 
expert  technical  knowledge  to  the  en- 
couragement of  steadfast  confidence, 
that  they  can  oflfer  under  trying  condi- 
tions. It  would  not  help  at  all  to  adopt 
unsound  banking  practices  during  a 
term  of  stress.  It  would  merely  add  to 
any  dangers  that  already  exist. 

The  world  today  looks  to  the  United 
States  as  the  one  solidly  fortified  nation 
in  the  realm  of  finance  and  trade.  No 
other  country  has  to  a  like  extent  the 
great  power  needed  to  meet  the  present 
emergencies.  This  fact  is  receiving 
general  and  a  constantly  extending  de- 
gree of  recognition  in  our  own  country. 
We  have  come  to  realize  thoroughly 
that  Europe  must  have  food,  raw  ma- 
terials and  machinery  before  she  can 
hope  to  return  to  normal  health  in 
finance  and  trade,  and  that  she  must 
have  a  considerable  time  extended  to 
her  before  she  can  pay  for  these  prod- 
ucts. We  recognize  that  this  implies 
thrift  and  the  saving  of  investment 
funds  in  large  amounts  here  in  order 
that  they  may  be  available  in  rehabili- 
tating the  industries  of  Europe. 

Many  now  see  that  depreciated  ex- 
change can  be  restored  only  through 
Europe's  resumption  of  normal  produc- 
tion and  exporting.  We  know  that 
great  markets  for  our  own  raw  products 
are  now  stagnant  because  of  idle  facto- 
ries in  France,  Germany,  Italy  and  else- 
where. Furthermore,  markets  in  South 
America  and  the  Orient,  which  would 
otherwise  be  absorbing  our  manu- 
factured products  continuously,  are 
stricken  for  the  same  reason.  Their 
products,  wheat  and  wool,  hides  and 
skins,  and  metals,  which  normally  are 
in  urgent  demand  in  Europe,  move  but 
slowly.  The  whole  intricate  machinery 
of  world  trade  is  clogged  by  the  pros- 
tration of  economic  life  in  the  countries 
so  seriously  devastated  by  the  war. 
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This  economic  life  must  be  quickened 
promptly. 

Since  the  armistice,  the  minds  of 
men  in  all  parts  of  our  country  have 
had  time  to  comprehend  the  course  of 
events  and  the  meaning  and  needs  of 
the  present  critical  period.  As  with 
the  war  itself,  full  realization  has  been 
slow  in  spreading  among  the  people. 
It  is  by  no  means  universal  now. 
Leaders  do  exist,  however,  and  others, 
with  the  international  outlook,  will 
no  doubt  be  effective  in  stimulating  the 
action  that  seems  to  be  required. 
There  are  evidences  of  clear  recogni- 
tion of  the  demands  of  the  situation  in 
many  quarters. 

In  response  to  the  growing  demands 
for  adequate  means  to  meet  the  situa- 
tion. Congress  has  revived  the  War 
Finance  Corporation,  and  it  is  hoped 
that  this  action  may  be  efficacious. 
But  the  Federal  Reserve  Board,  in  a  re- 
cent analysb  of  the  foreign  and  domes- 
tic credit  situation,  stated: 

It  is  not  only  desirable  but  practically 
essential  that  satisfactory  arrangements  be 
made  for  the  financing  of  a  legitimate  and 
reasonable  export  trade,  such  action  facili- 
tating, as  it  necessarily  will,  the  restoration 
of  industry  abroad  and,  consequently,  the 
eventual  liquidation  of  the  claims  which  we 
now  hold  upon  foreign  countries.  Such 
long-term  advances,  however,  should  be 
fin^oiced  through  the  agency  of  actual  in- 
vestment credits  provided  by  the  placing  of 
bonds  or  other  evidences  of  indebtedness  in 
the  hands  of  individuals  or  institutions  who 
are  in  position  to  supply  the  funds  that  are 
needed  to  "carry"  these  obligations  imtil 
their  foreign  recipients  are  able  to  settle 
them. 

In  the  South,  the  cotton  interests 
are  preparing  to  sell  their  product 
abroad  and  to  finance  sales  by ;  long- 
term  loans  through  corporations  organ- 
ized under  the  new  Edge  Act.  Most 
significant  of  all  is  the  recent  meeting 
in  Chici^o,  where  a  powerful  group  of 
bankers  decided  to  organize  a  one  him- 


dred  million  dollar  corporation  under 
the  same  Act.  This  proposed  corpora- 
tion is  to  be  devoted  specificidly  to 
promoting  foreign  trade  by  means  of 
long-term  investment  loans.  Large  as 
will  be  the  corporation  that  is  planned, 
and  its  resources  would  imply  oper- 
ations involving  more  than  one  billion 
dollars  in  credits,  it  will  not  be  too 
large  for  the  urgent  present  demands. 

The  method  by  which  credits  will  be 
established  b  simple  enough,  although 
the  problem  of  selecting  acceptable 
collateral  abroad  for  loans  is  one  that 
will  require  high  technical  skill  and 
sound  judgment.  Such  loans  as  may 
be  made  will  be  in  the  form  of  dollar 
credits  in  American  banks,  available 
to  pay  for  goods  exported  to  the 
borrowers. 

The  question  as  to  how  far  the 
investing  public  will  absorb  the  de- 
bentures based  upon  this  collateral  of 
foreign  securities  and  other  properties 
still  remains  to  be  answered.  The 
answer  will  depend  largely  upon  how 
thoroughly  the  American  people  im- 
derstand  that  their  own  prosperity  is 
involved  in  such  a  movement.  It  is  en- 
couraging to  note  that  the  subscriptions 
to  the  New  Orleans  Edge  Law  corpora- 
tion have  been  promptly  made  and 
are  ample  in  amount. 

The  strength  of  the  banking  interests 
behind  the  Chicago  plan  should  inspire 
confidence.  When  the  public  imder- 
stands  that  the  proposed  investments 
abroad  will,  in  effect,  act  as  a  priming 
to  force  into  full  action  the  now  halting 
machinery  of  world  trade,  immediately 
creating  markets  for  stocks  that  are 
now  m9ving  slowly  or  not  at  all,  there 
should  be  a  country-wide  response 
when  subscriptions  for  Edge  Law  de- 
bentures are  offered.  Every  class — 
merchant,  manufacturer,  farmer  and 
laborer — should  be  interested. 

This  method  of  aiding  Europe  par- 
takes in  no  way  of  the  character  of 
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diarity.  This  form  of  help  is  sane,  self- 
respecting  and  businesslike^  and  is  ap- 
parently the  most  effective  way  by 
which  manufactiu-ers  and  merchants 


abroad  may  obtain  the  equipment  and 
suppUes  that  will  permit  them»  in  due 
time  to  liquidate  their  debts  here  in 
full. 


Improvements  in  British  Empire  Trade  Information- 
The  Imperial  Statistical  Conference 


By  R.  H.  Coats 
Dominion  Statistician,  Ottawa 


AN  outline  of  recent  improvements 
in  British  Empire  trade  infor- 
mation may  take  as  a  starting-point 
the  Dominions  Royal  Commission, 
appointed  in  191£.  The  Commission 
had  its  origin  in  a  resolution  of  the 
Imperial  Conference  of  the  previous 
year»  its  instructions  being  to  report 
comprehensively  on  the  natural  re- 
sources and  production  of  the  Empire, 
with  special  reference  to  the  possible 
improvement  and  extension  of  Inter- 
Imperial  trade.  It  consisted  of  eleven 
members,  six  r^resenting  the  United 
Kingdom  and  one  each,  Canada,  Aus- 
tralia, New  Zealand,  the  Union  of  South 
Africa  and  Newfoundland. 

A  very  searching  investigation  ex- 
tending over  a  period  of  five  years  and 
embracing  all  sections  of  the  Empire 
was  conducted  by  the  Conunission. 
Its  report,  which  was  in  several  vol- 
umes, covered  a  great  variety  of  sub- 
jects of  industrial  and  commercial  in- 
terest. Certain  of  the  volumes  dealt 
in  a  general  way  with  specific  Domin- 
ions; others  assembled  the  data  regard- 
ing raw  materials^  trade,  transporta- 
tion and  the  like  for  the  Empire  as  a 
whole.  Incidentally,  a  considerable 
impetus  to  statistical  investigation  was 
given  in  the  preparation  of  memoranda 
for  the  Commission's  use;  in  fact,  when 
the  Commission  finally  disbanded, 
which  was  at  a  date  when  the  war  was 
absorbing  all  of  the  available  energy 
of  the  Dominions,  the  immediately  im- 


portant result  was  the  comprehensive 
array  of  information  which  it  had  as- 
sembled against  the  return  of  normal 
conditions. 

The  perpetuation  of  these  materials 
and  the  keeping  of  them  up  to  date  was 
naturaUy  one  of  the  prominent  recom- 
mendations of  the  Commission's  re- 
port. In  its  travels  throughout  the 
Empire,  a  featiu-e  strongly  borne  in 
upon  the  Commission  was  the  incom- 
parability  of  the  official  statistics  of 
the  several  Dominions,  as  well  as  the 
discrepancies  and  omissions  which  char- 
acterized specific  fields. 

The  situation  was  set  forth  in  con- 
siderable detail  in  the  report,  and  the 
suggestion  made  that  there  should  be 
summoned  forthwith  a  Conference  of 
the  official  statisticians  of  the  Empire, 
with  a  view  to  the  improvement  of  exist- 
ing conditions  where  possible,  and  the 
drawing  up  of  a  scheme  of  statistical 
coordination  for  the  Empire  as  a  whole. 
The  rider  was  added  that  a  central 
statistical  bureau  for  the  Empire  should 
be  set  up,  with  a  view  to  the  mainte- 
nance of  such  scheme  of  coordination 
as  might  be  agreed  upon,  and  for  the 
periodical  collection,  compilation  and 
dissemination  of  comparative  data  of 
economic  interest  to  the  Empire. 

The  second  recent  step  forward  in 
the  improvement  of  British  Empire 
trade  information  may  be  considered 
as  the  meeting  in  London  during  the 
winter  of  1920  of  the  conference  of  stat- 
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isticians  in  pursuance  of  the  above  re- 
conunendation,  the  pressure  of  the  War 
having  prevented  earlier  action.  The 
conference,  which  met  under  the  aus- 
pices of  the  United  Kingdom  Board  of 
Trade,  was  in  every  way  a  success.  It 
sat  during  a  period  of  six  weeks,  in 
which  the  entire  field  of  official  statis- 
tics was  passed  in  review  and  uniform 
principles  laid  down.  In  the  forefront 
of  the  agenda  was  placed  the  proposal 
of  a  central  statistical  bureau.  This, 
in  the  opinion  of  the  Conference,  was 
entirely  feasible,  and  a  constitution  and 
working  policy  was  drafted  in  some  de- 
tail. The  Bureau,  it  was  recommended, 
should  be  established  in  London,  under 
the  Prime  Minister  of  the  United  King- 
dom (as  ex  officio  President  of  the  Impe- 
rial Conference)  and  under  the  general 
control  of  a  Council  to  be  nominated 
by  the  several  governments  assenting. 
For  inmiediate  supervision  a  director 
with  an  adequate  number  of  profession- 
al chiefs  of  divisions  was  suggested — 
also  an  advisory  committee  of  twelve, 
to  be  nominated  by  the  Council.  Ar- 
rangements for  an  effective  liaison  be- 
tween the  Bureau  and  the  various 
Dominions,  including  an  interchange 
of  staffs,  were  outlined. 

The  Bureau,  it  was  decided,  might 
cover  but  would  not  be  limited  to  the 
following  subjects:  demography,  labor, 
industrial  and  general  social  statistics, 
production,  commerce,  transport  and 
commimication,  finance,  and  public  ad- 
ministration. With  regard  to  working 
methods,  the  Biureau  would  secure  all 
the  official  reports  prepared  within  the 
Empire,  in  accordance  with  the  new 
scheme,  as  well  as  special  statistical 
data,  its  publications  to  consist  of  (1) 
an  annual  statistical  review  of  the  Em- 
pire as  a  whole,  (2)  annual  abstracts 
of  the  more  important  Empire  statis- 
tics, and  (3)  periodical  monographs  on 
trade,  production,  communications, 
labor  and  the  like. 


Appended  to  this  outline  of  a  per- 
manent central  organization,  a  series 
of  recommendations  on  procedure  for 
general  adc^tion  in  the  more  important 
statistical  fields  were  made.  From  the 
present  standpoint  those  relating  to 
trade  statistics  will  be  of  primary 
interest. 

At  the  outset  it  was  recognized  that 
differences  of  conditions  exist  in  the 
several  coimtries  which  make  it  impos- 
sible to  achieve  complete  uniformity. 
Nevertheless,  on  nine  points  resolutions 
were  adopted  which  are  calculated  to 
achieve  a  large  degree  of  practical  com- 
parability. These  covered,  respective- 
ly, imif  ormity  in  the  statistical  year  and 
in  the  mode  of  valuation  of  imports 
and  exports;  more  intensive  study  of 
the  difficult  problem  involved  in  tracing 
the  origin  of  imports  and  the  ultimate 
destination  of  exports;  uniformity  in 
the  list  of  coimtries  to  be  distinguished ; 
the  clearer  demarcation  of  transit  and 
trans-shipment  trade;  improved  treat- 
ment of  imports  and  exports  by  parcel 
post  and  of  government  stores;  and, 
doubtless  most  important  of  all,  uni- 
formity in  the  classification  of  imports 
and  exports.  On  this  final  subject  a 
word  in  more  detail  may  be  added. 

It  was  admitted  that  no  single 
scheme  could  usefully  be  reconmiended 
for  adoption  in  all  parts  of  the  Empire. 
The  items  of  the  trade  classification, 
for  instance,  are  to  a  certain  extent 
determined  by  tariff  exigencies, — 
though  even  here  a  minimum  standard 
may  be  set  up.  In  the  matter  of 
grouping  the  items,  however,  uni- 
formity in  principle  is  obtainable.  The 
conclusion  reached  at  the  Conference 
was  that  the  items  would  require  to 
be  arranged  not  in  one,  but  in  several 
categories,  if  accurate  and  comparable 
aggregations  of  trade  statistics  were 
desired.  For  instance,  classification 
might  be  based  on  (1)  the  component 
materials  of  commodities,  (2)  their  pur- 
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pose  and  use,  and  (3)  their  origin  with 
r^ard  to  the  primary  or  extractive 
industries, — ^the  three  points  of  view 
most  frequently  called  for  in  practice. 
Hie  purpose  of  this  recommendation 
was  to  escape  in  so  far  as  possible  the 
necessity — so  constantly  niet  in  classi- 
fication schemes  which  embrace  incon- 
sistent points  of  view — of  making  one 
group-total  comprehensive  at  the  ex- 
pense of  another.  For  instance,  a 
scheme  which  contains  such  group- 
headings  as  "leather"  and  "wearing 
apparel'*  within  the  same  category 
can  not  allocate  "boots  and  shoes" 
without  an  inaccuracy  imder  one  or 
the  other  of  these  headings. 

It  may  be  added  that  in  1919  the 
Dominion  Biureau  of  Statistics  of 
Canada  put  into  effect  a  classification 
scheme  based  on  the  principle  above 
outlined.  The  items  were  edited  and 
their  number  extended  in  consultation 
with  the  leading  producers  and  traders 
of  the  coimtry.  For  the  publication 
of  these  items  in  the  official  monthly 
and  annual  reports,  the  "component 
material"  principle  is  followed.  At 
the  same  time,  distinct  schemes  ac- 
cording to  "purpose"  and  "origin" 


respectively  have  been  drawn  up,  and 
are  used  in  the  Bureau  for  the  making 
of  additional  group  analyses,  which  are 
published  in  connection  with  the  main 
tables.  Virile  the  method  does  not  en- 
tirely eliminate  the  necessity  for  explan- 
atory notes,  it  reduces  the  latter  to  a 
minimum  and  to  a  degree  that  is  much 
more  difficult  if  only  a  single  category  is 
employed.  The  sdieme  of  main  head- 
ings now  used  in  Canada  is  given  below 
as  of  general  interest  in  the  matter. 

The  British  Empire  Statistical  Bu- 
reau is  of  course  a  project  of  the  future 
and  its  establishment  is  entirely  de- 
pendent upon  the  action  of  the  several 
independent  governments  embraced 
within  the  Empire.  Nevertheless, 
much  benefit  of  a  practical  kind  has 
been  achieved  from  the  interchange  of 
views  at  first  hand  between  the  officials 
by  whom  the  concrete  problems  of 
statistics  are  worked  out  in  the  several 
Dominions.  Already  much  silent 
coordination  and  cooperation  have 
been  put  in  train,  and  though  definite 
arrangements  to  maintain  the  contact 
thus  established  are  desirable,  the 
inunediate  results  are  greater  than 
appear  on  the  surface. 


CoMMODrrr  Classificationb  Used  in  Canadian  Trade  Statistics 


I.  Classification  BY  Chief  Component 
Matebial: 

1.  V^etable     products      (except 

wood»  fibres  and  chemicals). 
{65  sub-groups) 

2.  Animals  and  their  products  (ex- 

cept fibres  and  chemicals). 
(80  sub-groups) 
8.  Fibres,    Textiles    and    Textile 
products.    (45  sub-groups) 

4.  Wood,  wood  products  and  paper. 

(81  sub-groups) 

5.  Iron  and  its  products. 

(41  sub-groups) 

6.  Non-ferrous   metals  and  their 

products.     (14  sub-'groups) 

7.  Non-Metallic  minerab  and  their 

products.     (24  sub-groups) 


8.  Chemical  and  allied  products. 

(47  sub-groups) 

9.  All  other  commodities. 

(15  sub-groups) 

n.  Classification  According  to  Pur- 
pose: 

1.  Abrasives. 

2.  Arms,  Military  Equipment  and 

Explosives. 
(5  sub-groups) 
8.  Beverages  and  infusions. 
(11  sub-groups) 

4.  Books,  Stationery  and  Educa- 

tional Supplies. 
(8  sub-groups) 

5.  Clothing. 

(10  sub-groups) 
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6.  Contamers,Wrappbg  and  Pack- 

ing Materiab. 
(5  sub-groups) 

7.  Drugs,    Medical    and    Dental 

Equipment  and  Supplies. 
(6  sub-groups) 

8.  Foods. 

(9  sub-groups) 

9.  Household  Equipment. 

(12  sub-groups) 

10.  Industrial  Equipment. 

(19  sub-groups) 

11.  Jewellery  and  Timepieces. 

(2  sub-groups) 

12.  Light,  Heat  and  Power:  Equip- 

ment and  Supplies. 
(5  sub-groups) 
18.  Producers*  Materials. 

(41  sub-groups) 
14.  Recreation  Equipment  and  Sup- 
plies. 

(4  sub-groups) 


15.  Telegraph  and  telephone. 

16.  Tobacco  and  Smokers' Supi^ies. 

17.  Vehicles. 

(7  sub-groups) 

in.  Classification  AoooBDiNa  to  Ori- 
gin: 

1.  Articles  of  Agricultural  Origin. 

(a)  V^etable 

(b)  Animal. 

2.  Artides  of  Marine  Origin. 
8.  Articles  of  Forest  Origin. 

4.  Articles  of  Mineral  Origin. 

5.  Articles  of  Mixed  Origin. 

Note:  Under  the  above  five  headings 
commodities  are  distinguished  as  (a)  Raw 
Materials  (b)  Partly  Manufactured  Arti- 
cles and  (c)  Fully  Manufactured  Articles, 
the  arrangement  of  the  first  classifica- 
tion schedule  (component  materials)  as 
to  sub-heads  being  followed,  in  so  far  as 
possible. 


The  League  of  Nations  and  International 
Trade  Statistics 

By  A.  LovEDAY 
EoonoDue  and  Finance  Section,  League  of  Nations 


SOON  after  the  formation  of  the 
preliminary  organizating  skeleton 
of  the  Secretariat  of  the  League  of  Na- 
tions, it  was  decided  to  hold  an  informal 
meeting  of  statisticians  in  order  to 
consider  in  a  general  manner  the  way  in 
which  the  new  League  organization 
could  best  assist  in  the  development  of 
international  cooperation  in  statbtics 
and  to  discuss  the  relation  of  the 
League  with  the  various  existing  inter- 
national institutions  which  dealt  with 
this  subject. 

There  were  present  at  this  meeting 
representatives  of  the  two  existing 
international  institutions  which  were 
actuaUy  at  the  time  publishing  compar- 
ative statistics  monthly — the  Institute 
of  AgriciJture  at  Rome  and  the  Bureau 
of  the  International  Statistical  In- 
stitute at  the  Hague. 


The  former  of  these  two  bodies, 
which  has  a  membership  of  sixty  ad- 
hering states,  obtains  its  data  directly 
from  the  various  Governments  and 
publishes,  as  is  well  known,  an  agricul- 
tural year  book  and  a  monthly  bulletin 
of  agricultural  and  commercial  statis- 
tics. Perhaps  the  most  important 
statistical  function  performed  by  this 
institution  consists  of  the  estimates  of 
crops  in  the  northern  and  southern 
hemispheres,  but  figures  are  also  pub- 
lished concerning  the  movement  of 
these  crops,  freight  rates,  prices,  etc., 
and  the  Bureau  has  proved  of  consider- 
able utility  in  suggesting  to  the  various 
national  departments  suitable  ways  in 
which  the  existing  statistical  methods 
may  be  changed  in  order  to  ensure 
greater  homogeneity  and  comparabil- 
ity of  the  data. 
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The  International  Institute  of  Statis- 
tics, on  the  other  hand,  is  mainly  a 
private  association,  which  was  founded 
in  1885.  It  set  up  a  permanent  office 
in  191S  for  the  collection,  study,  co- 
ordination and  publication  of  statisti- 
cal material,  and  to  this  permanent 
office  certain  governments  make  sub- 
ventions. 

There  are,  however,  in  exbtence,  in 
addition  to  these  two  bodies,  various 
other  international  bureaus  likewise 
concerned  with  statistics;  in  particular, 
the  International  Bureau  of  Commer- 
cial Statistics  founded  in  1913  by  aCon- 
vention  signed  by  twenty-nine  states. 
According  to  this  Convention,  the  sig- 
natory states  agreed  to  submit  to  the 
Bureau,  which  imder  the  terms  of  the 
Convention  was  set  up  in  Brussels, 
their  conmiercial  statistics  drawn  up 
according  to  an  agreed  classification; 
and  it  was  proposed  that  the  Bureau 
should  devote  its  labors  to  publishing 
the  statbtics  thus  received  in  a  form 
"vdiich  would  make  the  trade  position 
of  each  country  easily  comparable. 

Later,  in  1919,  there  was  set  up,  at  a 
meeting  of  the  General  Council  of  the 
ConfSrence  Parlemeniaire  Internationale 
du  Commerce^  an  international  Insti- 
tute of  Commerce,  likewise  with  its 
headquarters  in  Brussels,  for  the  pur- 
pose of  coordinating  and  publishing  in- 
formation with  regard  to  commercial 
statistics  imd  legislation. 

It  became  dear  at  the  preliminary 
conference,  to  which  allusion  has  al- 
ready been  made,  held  in  August,  1919, 
that  there  was  a  danger  of  the  activities 
of  these  various  bodies,  which  had 
either  already  begun  or  intended  to 
b^in  the  publication  of  international 
statistics,  overlapping,  and  that,  there- 
fore, if  the  League  desired  to  utilize 
their  services  or  could  assist  them  in  the 
performance  of  their  tasks,  it  was 
necessary,  not  only  to  consider  the 
coordination  of  the  statistics  published 


by  the  various  Governments  of  the 
world,  but  also  the  delimitation  of 
the  functions  of  these  bodies.  The 
meeting  held  in  London,  being  of  an 
informal  nature,  did  not  consider  it 
desirable  to  pass  any  definite  resolu- 
tions, but  suggested,  inter  dia,  that  it 
appeared  desirable 

that  a  committee  should  be  appointed  to 
consider  the  definite  distribution  of  statisti- 
cal work  between  the  various  bodies  en- 
gaged with  or  proposed  to  be  engaged  with 
the  League  of  Nations  and  the  institu- 
tion of  a  central  advisory  committee  on 
statistics  to  meet  normaUy  at  the  seat  of 
the  League  of  Nations. 

M.  Destr6e,  the  representative  of 
Belgium,  accordingly  suggested  at  a 
meeting  of  the  Council  of  the  League 
of  Nations  held  in  Rome  on  May  19, 
that  an  international  statistical  com- 
mittee should  be  appointed,  stating  in 
his  remarks  introducing  the  motion 
that: 

International  statistics  are  dealt  with  by 
certain  international  commissions  and 
bureaus,  under  international  conventions. 
Under  Article  XXIV  of  the  Covenant,  any 
international  conunission  or  bureau  which 
may  be  constituted  to  deal  with  such  ques- 
tions is  to  be  placed  under  the  direction  of 
the  League  of  Nations;  and  if  the  parties 
concerned  agree,  this  may  also  be  the  case 
with  international  commissions  and  bu- 
reaus which  are  already  in  existence. 

A  Conference  of  statistical  experts,  which 
met  in  London  last  year  through  the 
initiative  of  the  Secretary-General  of  the 
League  of  Nations,  expressed  the  unani- 
mous opinion  that  it  would  be  of  great  ad- 
vantage if  all  the  work  in  the  statistical 
field,  whose  accomplishment  is  a  necessity 
in  the  political  life  of  nations,  could  be 
organized  on  a  uniform  and  centralized 
system.  Any  attempt,  however,  to  realize 
this  desirable  object  raises  problems  which 
can  not  be  solved  without  the  help  of  ex- 
perts, both  statisticians  and  persons  who 
make  use  of  statistics. 

I  propose  that,  to  this  end,  a  Conunission 
be  set  up  on  the  following  lines.    The  In- 
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temational  Institute  of  Statistics  should  be 
invited  to  nominate  two  representatives 
and  the  following  bodies  one  representative 
each:  International  Labour  (>ffice;  Inter- 
national Institute  of  Agriculture;  Inter- 
national Bureau  of  Commercial  Statistics 
(Brusseb).  This  Committee  should  be 
completed  by  the  addition  of  the  following 
persons,  whose  work  in  the  past  points  be* 
yond  question  to  such  a  choice:  M.  Lucien 
March,  Mr.R.H.  Coats,  M.  de  Elola,  M. 
Luigi  Bodio.  The  Conmiission  thus  formed 
should  have  power  to  add  to  its  number 
by  co5pting  other  eminent  statisticians 
whose  collaboration  it  might  desire.  At  the 
same  time,  it  should  use  every  effort  to 
keep  its  numbers  as  low  as  possible. 

The  Council  agreed  to  this  proposal 
and  finaUy  set  up  an  international 
statistical  commission  on  which  The 
International  Labour  Office  at  Geneva, 
The  International  Institute  of  Statis- 
tics, The  International  Institute  of 
Agriculture,  The  International  Bureau 
of  Commercial  Statistics  and  The  In- 
ternational Institute  of  Commerce, 
were  represented,  and  on  which  M. 
Lucien  March,  the  Director  of  the 
General  Statistical  Bureau  of  Prance; 
Mr.  R.  H.  Coats,  M.  de  Elola  and  Mr. 
A.  W.  Flux,  who  held  similar  positions 
in  Canada,  Spain  and  the  United 
Kingdom,  respectively,  and  also  the 
late  Senator  Luigi  Bodio  and  M.Naotos 
Marumo  of  the  Japanese  Embassy, 
were  asked  to  serve. 

This  Conmiission  accordingly  met  on 
October  11,  1920,  in  Paris,  its  terms  of 
reference  being: 

1.  To  advise  the  Council  of  the  League 
of  Nations  with  reference  to: 

(a)  the  extent  to  which  the  work  of 
obtaining,  collating,  examining 
and  publishing  International  Sta- 
tistics is  already  carried  out  by 
International  Bodies. 

(b)  the  extent  to  which  the  published 
and  unpublished  work  undertaken 
by  these  Bodies  requires  or  will  re- 
quire further  co5rdination. 


2.  To  consider  and  report  upon  the  de- 
sirability of  instituting  a  central  advisory 
council  on  statbtics  for  the  purpose  of  ad- 
,  vising  the  League  of  Nations  concerning  the 
coordination  and  standardization  of  statis- 
tics and,  further,  to  report  upon  the  consti- 
tution and  duties  of  such  a  Council,  should 
its  institution  be  recommended. 

8.  To  consider  and  report  upon  the  rda- 
tionship  of  the  existing  Litemational 
Statistical  Institutions  to  the  League  of 
Nations. 

4.  To  consider  in  what  directions  Inter- 
national Statistics  require  further  develop- 
ment and  in  what  manner  the  League  of 
Nations  may  profitably  assist  such  develop- 
ment. 

What  action  the  Council  will  ulti- 
mately take  as  a  result  of  the  delibera- 
tions of  this  Conunission,  it  is  at 
present  too  early  to  foresee. 

In  the  meantime,  however,  it  was 
necessary  for  the  Secretariat  of  the 
League  of  Nations  to  proceed  with  the 
preparation  of  such  statistics  as  the  ad- 
ministrative work  which  their  duties 
involved  demanded,  and,  when  it  was 
decided  in  the  Spring  of  1920  to  call  an 
International  Pinancial  Conference  to 
discuss  the  critical  situation  then  aris- 
ing in  Europe,  it  was,  at  the  same  time, 
agreed  to  circidarize  the  States  invited 
and  request  them  to  supply  certain 
statistical  data  With  reference  to  their 
economic  and  financial  situation.  The 
results  of  the  information  thus  collected 
were  published  just  before  the  Brussels 
Conference  in  three  volimies,  the  first 
of  which,  dealing  with  currency,  gave 
rates  of  exchange  of  the  more  important 
countries  on  New  York,  discount  rates, 
gold  reserves  and  circulation  and  a 
comparison  between  the  internal  and 
external  purchasing  power  of  those 
countries  for  which  wholesale  index 
numbers  were  obtainable. 

The  second  of  these  pamphlets  gave 
the  Budgets  for  1919  and  the  budget 
estimates  for  the  current  year.  National 
debt  figures  divided  into  fimded  and 
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unfunded,  domestic  and  foreign,  to- 
gether with  figures  of  loans  granted  by- 
one  government  to  another. 

The  third  consisted  of  a  collection  of 
the  statistics  upon  trade  in  values  for 
all  the  most  important  countries  of  the 
world,  yearly  figures  for  the  period 
191S-1919  and  monthly  figures  from 
January,  1919,  being  given.  Analyti- 
cal tables  of  the  principal  articles  of 
export  and  import  and  the  principal 
countries  of  origin  and  destination  for 
the  coimtries  receiving  the  question- 
naires were  also  included  and  a  com- 
parison made,  where  possible,  of  the 
figures  for  1919  with  those  for  1913. 

These  three  pamphlets  were  prefaced 
by  more  or  less  tentative  but,  at  the 
same  time,  suggestive  introductions, 
which  attracted  a  considerable  amount 
of  attention  at  the  Brussels'  Conference, 
the  summary  tables  contained  in  these 
introductions  rendering  it  possible,  as 


it  had  not  been  possible  before,  to  see  at 
a  glance  the  relative  position  of  the 
various  coimtries. 

It  is  stated  that  it  is  proposed  to  re- 
publish these  three  pamphlets  with  ad- 
ditional data  obtained  as  a  result  of  a 
second  questionnaire  issued  to  the 
Governments  and  in  the  light  of  the 
supplementary  information  submitted 
in  the  statements  of  the  various  delega- 
tions at  the  Brussels'  Conference,  as 
volumes  supplementary  to  those  con- 
taining the  full  reports  of  that  Con- 
ference. It  is  believed  that  the  work 
which  has  thus  been  begun  will  not  be 
allowed  to  drop,  although  its  form  may 
be  modified  in  the  light  of  the  experience 
which  has  been  obtained.  What  the 
future  activities  of  the  League  will  be  in 
connection  with  the  more  general  prob- 
lem of  the  collection,  coordination  and 
publication  of  international  statistics, 
it  is  not  possible  at  thb  date  to  foresee. 
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By  William  S.  Culbebtson 
WaduDgton.  D.  C 


Two  general  policies  are  distin- 
guishable in  the  commercial  bar- 
gaining of  nations.  The  first  is  the 
policy  of  negotiating  for  special  and 
exclusive  concessions  which  are  not 
shared  by  third  nations;  the  other  aims 
at  the  establishment  and  maintenance 
of  equality  of  treatment.  The  first 
proceeds  on  the  idea  that  a  nation  may 
grant  and  seek  favors  to  its  own  advan- 
tage regardless  of  the  effect  on  its 
neighbors;  the  other  is  based  on  the 
proposition  that  every  nation  is  en- 
titled to  equal  treatment  and  that 
none  is  entitled  to  anything  more.  So 
basic  is  the  distinction  between  these 
two  policies,  and  so  confused  have  been 
discussions  of  commercial  policy  in- 
volving them,  that  a  discussion  and 
illustration  of  them  at  some  length 
seems  desirable. 

Reciprocity  in  the  United  States — 
A  Form  of  Special  Bargaining 

We  can  find  no  better  examples  of 
special  bargaining  for  preferential  and 
exclusive  advantages  than  those  fur- 
nished by  our  own  history,  although 
cases  among  pther  nations  are  not  in- 
frequent. The  term  "reciprocity,'* 
particularly  in  the  United  States,  has 
acquired  a  special  meaning.  WTien  we 
speak  of  a  "reciprocity  agreement'* 
we  mean  a  national  exchange  of  con- 
cessions with  the  imderstanding  that 
these  concessions  are  not  to  be  extended 
generally  and  freely  to  any  other  nation 
(in  some  cases  the  foreign  power  has 
generalized  its  concessions). 

The  United  States,  let  us  say,  offers 


an  exclusive  reduction  in  customs  du- 
ties to  another  nation  in  return  for  a 
concession  which  is  deemed  satisfac- 
tory. At  first  glance  this  seems  fair. 
It  appeals  strongly  to  the  mind  famil- 
iar with  the  doctrine  of  consideration 
in  the  Anglo-Saxon  law  of  contracts. 
W^e  offer  the  advantages  of  our  markets 
in  return  for  definite  concessions,  and 
we  refuse  the  advantages  except  in 
those  cases  where  reciprocal  conces- 
sions are  extended  to  us.  This  policy 
has  made  it  possible  for  us  to  enter  in 
good  faith  into  reciprocity  agreements, 
many  of  which  have  resulted  from  un- 
usual circumstances,  such  as  geograph- 
ical propinquity  or  peculiar  political 
relations.  Our  negotiation  of  reciproc- 
ity treaties,  however,  has  been  essen- 
tially an  opportunist  procedure,  and 
warns  us  what  to  avoid  in  the  future. 
It  leaves  out  of  account  the  interests 
of  third  nations  which,  under  such  a 
system  of  special  bargaining,  may  be 
placed  at  a  disadvantage.  It  opens  up 
the  necessity  for  an  endless  series  of 
negotiations,  and  even  retaliations, 
which  are  clearly  objectionable  in  the 
complex  commercial  relationships  of 
the  world.  Claims  are  made  by  ex- 
cluded states  which,  if  granted,  defeat 
the  purpose  of  the  treaty  and  which,  if 
not  granted,  are  likely  to  invite  pro- 
tests and  hostility. 

Reciprocity  and  the  Tariff  Act 
OF  1890 

The  United  States  attempted  some- 
thing in  the  nature  of  a  general  "reci- 
procity" policy  under  the  tariff  acts 
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of  1890  and  1897.^  It  will  be  recalled 
that  in  the  tariff  act  of  1890  there  was 
a  provision,  the  piupose  of  which  w^as 
to  secure  for  the  products  of  the  United 
States  special  concessions  in  certain 
foreign  markets. 

Under  the  regular  tariff  we  admitted 
free  of  duty  sugar,  molasses,  coffee,  tea 
and  hides.  The  President  was  then 
authorized  to  proclaim  without  further 
action  by  Congress  special  penalty 
duties  on  these  products  when  imported 
from  any  country  that  imposed,  on  the 
products  of  the  United  States,  duties  or 
other  exactions  which  he  deemed  to  be 
"reciprocally  unequal  and  imreason- 
able."  The  offense  here  penalized,  it 
should  be  noted,  was  not  discrimina- 
tion against  the  United  States,  not  the 
levying  of  higher  duties  on  our  goods 
thfiui  on  similar  goods  from  other  coun- 
tries, but  the  levying  of  duties  on  Amer- 
ican goods  higher  than  were  regarded 
by  us  as  fair,  in  view  of  the  free  ad- 
mission or  the  lower  duties  on  food  and 
raw  materials  which  our  domestic 
needs  had  led  us  to  enact.* 

The  President  was  thus  given  power 
to  place  the  goods  of  one  nation  on  a 
less  favorable  basis  in  our  market  than 
similar  goods  imported  from  other 
countries  in  case  of  the  refusal  of  that 
nation  to  grant  concessions  to  the 
United  States.     Under  this  law  the 

*  For  a  full  discussion,  see  United  States  Tariff 
Commission,  Reciprocity  and  Commercial  Treaties 
(1919).  Before  1890  the  United  States  had  en- 
tered into  a  reciprocity  treaty  with  Canada 
(1854-1866),  and  with  Hawaii  (1875-1900),  In 
1902  we  negotiated  a  reciprocity  agreement  with 
Cuba,  which  is  still  in  force.  In  1910-11  an  at- 
tempt was  made  to  establish  reciprocity  with 
Canada  by  concurrent  legislation.  The  neces- 
sary legislation  was  passed  by  the  United  States 
Congress  but  failed  of  enactment  in  Canada. 
Each  one  of  these  reciprocity  agreements  was  a 
product  of  peculiar  geographic  and  political  re- 
lationships and  was  not  a  part  of  a  general  reci- 
procity policy. 

'  When  France  has  used  an  argument  similar  to 
this  against  our  high  duties  on  peculiarly  French 
products  we  have  rejected  it. 

12 


President  concluded  agreements  with 
Brazil,  with  Spain  for  Cuba  and  Porto 
Rico,  with  the  Dominican  Republic, 
with  Salvador,  with  the  German  Em- 
pire, with  Great  Britain  for  her  West 
India  Colonies,  and  with  Nicaragua, 
Honduras,  Austria-Hungary  and  Gua- 
temala. We  secured  by  tJiese  agree- 
ments all  or  part  of  the  rates  in  the 
newly  established  conventional  sched- 
ules of  Germany  and  Austria-Himgary ; 
that  is,  we  were  granted  the  rates  which 
were  also  extended  to  all  most-favored- 
nation  countries.  We  secured  also  from 
the  Latin-American  republics  certain 
special  rates  which  were  not  generally 
granted  to  third  countries;  and  from 
the  Spanish  and  British  West  Indies, 
concessions  which  were  shared  only  by 
the  mother  coimtries.  All  these  agree- 
ments were  terminated  by  the  tariflf 
act  of  August  25, 1894. 

Under  the  Tariff  Act  of  1897 

In  the  tariflf  act  of  1897  there  were 
three  bargaining  provisions,  all  based 
on  the  principle  of  special  bargaining. 
One  provided  penalty  duties  and  was, 
therefore,  similar  in  method  to  the 
provision  of  the  tariflf  act  of  1890,  but 
the  commodities  aflfected  were  changed^ 
Under  the  regular  tariflf,  free  admission 
was  granted  to  coflfee,  tea,  tonka  beans 
and  vanilla  beans.  The  President  was 
given  power  to  proclaim,  without  fur- 
ther action  of  Congress,  penalty  duties 
on  these  products  when  imported  from 
any  nation  which  imposed  duties  or 
other  exactions  on  American  goods 
which  he  might  deem  **to  be  recipro- 
cally unequal  and  unreasonable."  No 
agreements  were  negotiated  under  this 
provision,  but  it  was  a  factor,  as  will 
be  pointed  out  later,  in  securing  for  the 
United  States  preferential  treatment  in 
the  Brazilian  market  in  1904. 

Another  of  the  bargaining  methods 
provided  for  in  the  act  of  1897  au- 
thorized the  President,  in  return  for 
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"reciprocal  and  equivalent  conces- 
sions," to  grant  special  reductions  from 
the  duties  on  argols,  brandies,  sparkling 
and  still  wines,  and  paintings  and  stat- 
uary. In  this  case,  instead  of  using 
penalty  duties,  the  principle  was  in- 
troduce of  making  special  reductions 
in  the  regular  tariff  rates  on  certain 
articles  in  return  for  reciprocal  reduc- 
tions in  the  tariff  rates  of  other  coun- 
tries. Here  again,  any  agreements 
concluded  under  this  provision  required 
neither  the  ratification  of  the  Senate 
nor  the  approval  of  Congress.  A 
series  of  agreements,  known  as  the 
"Argol  Agreements,"  were  negotiated 
and  proclaimed.  They  were  with 
France,  Portugal,  Germany,  Italy, 
Switzerland,  Spain,  Bulgaria,  the 
United  Kingdom  and  the  Netherlands; 
and  these  countries  alone  received  the 
benefits  of  the  lower  rales  in  the  Amer- 
ican tariff.  On  the  other  hand,  al- 
though we  received  concessions  by 
these  agreements,  they  were  in  no  case 
confined  to  the  United  States.  In  most 
instances  we  simply  received,  either 
for  the  first  time  or  in  renewal  of  pre- 
vious grants,  all  or  part  of  the  TninimiiTn 
and  conventional  rates  already  en- 
joyed by  "favored"  nations.  In  only 
a  few  cases  did  the  agreements  secure 
for  the  United  States  the  benefit  of 
conventional  rates  lower  than  those 
which  had  been  previously  effective. 

The  third  bargaining  provision  in  the 
tariff  act  of  1897  differs  from  those  just 
considered  in' that  the  treaties  nego- 
tiated under  it  had  to  be  ratified  by  the 
Senate  and  approved  by  Congress 
before  they  became  effective.  This 
provision  authorized  the  President  to 
enter  into  negotiations  for  concessions 
in  foreign  markets,  and  to  offer  in 
return  a  reduction  of  not  more  than  20 
per  cent  from  the  duties  of  the  reg- 
ular tariff  schedules;  or  to  transfer  to 
the  free  list  or  agree  to  retain  thereon 
specified  articles  from  any  country  mak- 


ing satisfactory  concessions.  Treaties 
known  as  the  "Kasson  Treaties"  were 
negotiated  under  this  provision,  but 
they  failed  of  ratification  in  the  Senate 
and,  therefore,  never  became  effective. 

Our  Present  Reciprocal  Arrange- 
ment WITH  Brazil 

Our  arrangement  with  Brazil — ^not  a 
formal  treaty  at  all — is  the  only  surviv- 
ing remnant  of  this  reciprocity  period. 
Under  section  8  of  the  tariff  act  of  1897 
the  President  was  authorized  to  impose 
a  penalty  duty  of  three  cents  a  pound 
on  coffee  imported  from  countries 
which  he  thought  were  treating  Ameri- 
can products  unequally  and  unreason- 
ably. 

Brazil  in  particular  was  very  largely 
dependent  on  this  country  as  a  market 
for  its  coffee.  An  effort  was  accord- 
ingly made  by  our  State  Department 
through  our  legation  (now  an  embassy) 
at  Rio  to  obtain  from  Brazil  tariff  con- 
cessions in  exchange  for  a  guarantee  to 
continue  the  suspension  of  the  penalty 
duty  on  coffee.  After  long  negotia- 
tions, the  Brazilian  Govemmei^t  in 
190S  introduced  a  biU  into  the  Brazilian 
Congress  providing  for  a  reduction  in 
the  customs  duties  on  a  number  of 
American  products,  chiefly  wheat  flour. 
The  opposition,  which  included  English 
milling  interests  owning  flour  mills  in 
Brazil,  was  successful  in  defeating  the 
bill.  In  1904  the  Brazilian  President, 
however,  under  authorization  of  an  old 
law  decreed  a  reduction  of  20  per  cent  in 
the  customs  duties  on  certain  American 
goods.  The  preference  was  revoked  by 
the  Brazilian  Congress  in  the  following 
year.  It  was  reestablished  in  1906,  and 
has  continued  in  force  until  the  present 
time,  with  some  changes  in  the  articles 
affected.  The  penalty  section  of  the 
tariff  act  of  1897  was  repealed  in  1909 
but  the  renewal  of  this  arrangement 
with  Brazil  is  urged  each  year  by  the 
State  Department. 
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In  1920,  the  United  States  received 
reductions  of  80  per  cent  on  wheat 
flour  and  20  per  cent  on  the  follow- 
ing articles:  Condensed  milk;  rubber 
articles,  as  per  Article  1,038  of  the 
TariflF;  clocks;  dyes,  as  per  Article 
173  of  the  TariflF  (excepting  writing  or 
printing  inks);  varnishes;  typewriting 
machines;  refrigerators;  pianos;  bal- 
ances; windmills;  cement;  corsets; 
dried  fruits;  school  supplies  and  writ- 
ing desks.^ 

Speaking  of  its  investigation  of  the 
effect  of  the  Brazilian  preferences,  the 
United  States  Tariff  Commission  says: 

The  preferential  arrangement,  in  so  far  as 
its  object  was  to  secure  an  increase  in  the 
American  share  of  the  imports  into  Brazil, 
has  been  attended  by  a  moderate  measure 
of  success.  It  has  not  succeeded  in  increas- 
ing the  proportion  of  the  Brazilian  con- 
sumption of  wheat  flour  which  is  provided 
by  American  mills,  nor  has  it  effected  a  sub- 
stantial increase  in  the  share  of  the  Brazilian 
•  imports  of  wheat  flour  coming  from  the 
United  States,  but  it  has  undoubtedly 
tended  to  check  the  decline  which  the 
eccmomic  situation  was  bringing  about. 
The  other  preferred  articles  were  less  im- 
portant, and  even  in  the  aggregate  con- 
stituted only  a  small  fraction  of  the  total 
American  exports  to  Brazil.  The  pref- 
erence on  these  articles,  however,  had  much 
more  effect.  In  almost  every  instance  the 
establishment  of  the  preference  was  fol- 
lowed shortly  by  an  appreciable  increase  in 
the  American  exports  to  Brazil,  both  ab- 
solutdy  and  in  relation  to  the  total  amount 
of  Brazilian  imports  from  all  soiux^es.  The 
statbtics  indicate  that  the  trade  with 
Brazil  in  several  articles,  notably  pianos  and 
cement,  practically  owed  its  establbhment 
to  the  influence  of  the  preference.  To 
some  extent  the  growth  of  the  trade  with 
Brazil  in  the  preferred  articles-  was  un- 
doubtedly due  to  the  effect  of  the  special 

*  On  Sept.  1,  IMO,  these  preferences  were  ex- 
tended to  goods  of  Belgian  origin,  except  those 
by  which  Belgium  is  in  no  position  to  profit,  and 
which,  therefore,  would  be  of  no  practical  value 
to  her.  This  is  a  significant  breach  in  the  exdu- 
five  feature  of  these  preferences. 


tariff  treatment  of  American  products 
in  directing  the  attention  of  American 
exporters  more  closely  to  the  Brazilian 
market.^ 

The  Most-Favored-Nation  Princi- 
ple IN  COBiMERCIAL  TREATIES 

These  reciprocity  agreements,  which 
have  thus  been  briefly  reviewed,  and 
the  policy  of  bargaining  for  special  fa- 
vors which  they  exemplified  were  a 
natural  development  from  the  Ameri- 
can interpretation  of  the  most-favored- 
nation  principle  in  commercial  treaties. 
Something,  therefore,  should  be  said  of 
this  principle  which  is  found  in  almost 
all  the  commercial  treaties  of  the 
world. 

Nations  are  accustomed  to  define 
their  economic  relations  in  treaties  of 
commerce  and  navigation.  Before  the 
war,  there  was  a  network  of  these 
treaties^  regulating  and  defining  the 
basic  conditions  upon  which  interna- 
tional commerce  depends.  In  all  of 
them  the  most-favored-nation  princi- 
ple appeared.  Its  object  was  to  pro- 
tect the  contracting  nations  from  dis- 
criminations, and  to  assure  to  each 
party  to  a  treaty  that  neither  would 
put  the  other  on  a  less  favorable  ba- 
sis in  commerce  by  the  extension  of 
special  concessions  to  any  third  coim- 
tay.  To  be  a  favored  nation  does  not 
mean  mare  favored  or  most  favored  but 
equally  favored  with  any  other  power, 
or  it  might  be  phrased  to  be  an  equal 
recipient  of  any  favor  granted  to  any 
other  power. 

The  most-favored-nation  principle 
should  not  be  confused  with  the  prin- 
ciple of  national  treatment,  which  oc- 
curs with  equal  frequency  in  commer- 
cial treaties.  The  latter  is  an  extension 
to  the  citizens  of  a  foreign  power  of 

^  United  States  Tariff  Commission,  Reciprocity 
and  Commercial  Treatise,  (1919)  pp.  812,  818. 

•  Martens,  Georg  Friedrich  von,  Recueil  OSn- 
Sral  de  TraiUe,  etc 
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privileges  assured  to  a  state's  own  na- 
tionals,^ as  if,  for  example,  the  citizens 
of  Great  Britain  were  permitted  to  en- 
gage in  the  coastwise  trade  of  the 
United  States.  National  treatment  by 
the  United  States  means  the  absence  of 
discrimination  between  the  American 
citizen  and  the  foreigner.  In  the  case 
of  most-favored-nation  treatment,  on 
the  other  hand,  the  guarantee  is  that 
there  shall  be  no  discrimination  as  be- 
tween favored  nations,  i.e.,  as  between 
foreign  nations.  Great  Britain,  for  ex- 
ample, agrees  that  French  citizens  and 
French  goods  will  be  treated  on  terms 
of  perfect  equality  with  American 
citizens  and  goods  as  to  customs 
duties,  regulations  and  other  specific 
matters. 

In  the  course  of  time,  two  diflFerent 
forms  and  interpretations  of  the  most- 
favored-nation  principle  have  devel- 
oped, commonly  known  as  conditional 
and  unconditional.  Both  sought  in  the 
beginning  equality  of  treatment,  but 
one  asked  concessions  for  concessions, 
while  the  other  extended  privileges  au- 
tomatically; the  one  attached  a  condi- 
tion to  its  granting  of  most-favored- 
nation  treatment,  the  other  extended 
to  all  favored  nations  immediately  and 
without  compensation  any  concessions 
granted  to  any  other.  It  will  be  obvi- 
ous that  either  of  these  interpretations 
provides  a  practical  basis  for  negotia- 
tions, but  that  the  two  are  so  far  in- 
compatible as  to  make  their  presence 
in  the  same  negotiation  confusing. 
Much  difficulty  has  arisen  because  of 
these  divergent  views  held  by  leading 
nations. 

'  Aliens*  rights  are  not  determined  by  treaties 
alone.  Municipal  law  and  the  comity  of  nations 
frequently  fill  up  gaps  left  by  treaties.  Even  if 
there  be  no  treaty  at  all,  citizens  of  two  nations 
may  receive  equal  treatment  in  the  territory  of 
the  other  by  statute  law  of  the  country  of  resi- 
dence; or  as  regards  protection  of  life,  equality 
before  the  law,  etc.,  under  principles  of  inter- 
national law  accepted  in  all  civilized  countries. 


The  Conditional  Form  of  the  Mobt- 
Favobed-Nation  Principlb 
The  unconditional  form  of  the  clause 
had  general  vogue  in  Europe  for  some 
decades  prior  to  the  war  of  1914-1918. 
The  United  States,  however,  refused 
to  accept  the  unconditional  form  and 
construction.  Our  statesmen  have 
contended  that  the  clause  did  not  re- 
quire us  to  grant  concessions  to  a  third 
nation  unless  that  nation  also  granted 
similar  or  equivalent  concessions  in 
return.  If  a  concession  was  freely- 
made,  it  was  extended  to  all  other  na- 
tions entitled  to  most-favored-nation 
treatment,  but  if  it  was  granted  in  re- 
turn for  a  concession,  it  was  extended 
to  the  most-favored-nation  only  in 
return  for  an  equivalent  concession. 
A  typical  clause  embodying  the  Ameri- 
can policy  is  that  of  the  treaty  between 
the  United  States  and  Colombia,  con- 
cluded in  18£4,  in  which  the  parties 

engage  mutually  not  to  grant  any  particular  • 
favor  to  other  nations,  in  respect  to  com- 
merce and  navigation,  which  shall  not 
immediately  become  common  to  the  other 
party,  who  shall  enjoy  the  same  freely  if  the 
concession  was  freely  rruute,  or  on  allowing  the 
same  compensation  if  the  concession  was 
conditional. 

Both  our  Federal  courts  and  our  De- 
partment of  State  have  in  the  past  sup- 
ported the  "American,*'  or  conditional, 
interpretation  of  the  most-favored- 
nation  principle,  whether  or  not  the 
clauses  of  treaties  contained  specific 
language  to  that  effect.*  Both  our 
judges  and  public  men  have  taken  the 
position  that  the  most-favored-nation 
clause  is  not  to  be  considered  as  a 
means  of  generalizing  concessions,  nor 
as  an  instrument  of  acqubition,  but 
that  it  is  to  be  regarded  merely  as  a 
preventive  of  discriminations  and  a 

»  Bartram  vs.  Robertson,  12«  U.  S.  116  (1887); 
Whitney  vs.  Robertson,  124  U.  S.  190  (1888); 
Moore's  Digest  qf  International  Law,  Vol.  5  (Sec- 
tion on  most-favored-nation  cbuise). 
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means  of  promising  to  other  nations 
the  opportunity  to  negotiate  for  con- 
cessions made  to  third  states.  Mr. 
Sherman,  when  Secretary  of  State, 
said  that  the  object  sought  was  "pro- 
tection against  the  wilful  preference  of 
the  commercial  interests  of  one  nation 
over  another."  In  theory,  the  condi- 
tional form  of  the  clause  also  offers  to 
foreign  nations  the  opportunity  to  give 
an  equivalent  in  order  to  obtain  conces- 
sions granted  to  a  third  power  under  a 
reciprocity  agreement.^  The  diflBculty 
in  determining  what  is  an  equivalent, 
however,  has  practically  prevented  this 
phase  of  the  conditional  clause  from 
being  effective.  In  fact,  the  tendency 
in  the  United  States  has  been  to  con- 
sider reciprocity  agreements  outside 
the  scope  of  the  most-favored-nation 
clause.  Mr.  Frelinghuysen,  when  Sec- 
retary of  State,  in  a  reply  to  Mexico  in 
1884  entered  "a  courteous  denial  that 
the  most-favored-nation  clause  applies 
to  reciprocity  treaties." 

Of  course,  concessions  which  are 
granted  freely  and  without  compensa- 
tion, as  in  the  case  of  Section  2  of  the 
Canadian  Reciprocity  Act  of  1911,  are 
generalized  even  under  the  American 
interpretation  of  the  clause.' 

The  traditional  policy  of  the  United 
States,  which  led  us  to  avoid  entangling 
alliances  with  European  states,  has 
thus  had  its  effect  on  this  phase  of  our 
commercial  policy.  We  have  inter- 
preted the  most-favored-nation  princi- 
ple in  a  way  suited  to  our  national 
isolation  and  complete  freedom.  His- 
torically, there  is  much  to  be  said  for 
the  American  position.  It  had  at  first 
a  liberalizing  influence  on  commercial 
relations,  and  was  a  natural  accom- 
paniment of  our  independent  position 
in  international  affairs.  It  became, 
however,  the  support  of  special  bargain- 

'  Moore's  Digest  of  Intematicnal  Ixnt,  Vol.  5, 
p.  260. 
» 4  Ct.  of  Cu8t.  Appls.  146. 


ing  and  reciprocity  treaties  with  their 
undesirable  results. 

Unconditional  Form  of  the  Most- 
Fa  vored-Nation  Clause 

The  European,  or  imconditional  in- 
terpretation of  the  most-favored-na- 
tion clause  was  adopted  only  after  a 
thorough  test  of  each  form  in  actual 
practice.  The  leading  commercial 
countries  of  Europe  moved  from  the 
imconditional  to  the  conditional,  and 
later  back  to  the  unconditional  inter- 
pretation. Great  Britain,  whose  prac- 
tice exhibits  with  greater  consistency 
and  with  greater  simplicity  than  that 
of  any  other  country  the  possibilities  of 
the  imconditional  most-favored-nation 
treatment,  has  been  the  leading  expo- 
nent of  the  European  form.^ 

When  the  European  nations  began 
to  emphasize  the  protective  features  of 
their  tariffs  in  the  seventies  and  eight- 
ies of  the  nineteenth  century,  they 
did  not  return  to  the  conditional  form 
of  the  most-favored-nation  clause.  In 
the  interests  of  this  foreign  commerce 
they  began  to  experiment  with  bargain- 
ing tariff  systems,  and  found  the  un- 
conditional form  of  the  most-favored- 
nation  clause  valuable  in  generalizing 
concessions  and  in  maintaining  com- 
mercial equality.  They  began  with  the 
assumption  that  the  most  that  any  na- 
tion should  or  could  in  the  long  run 
expect  in  commercial  relations  is 
equality  of  treatment.  Constant  bar- 
gaining was  recognized  as  undesirable. 
The  advantage  of  the  unconditional 
clause  was  that  it  automatically  and 
immediately  generalized  concessions 
made  by  one  state  to  another,  thus 
maintaining  equality  of  treatment  and 
makingnew  bargains  unnecessary  every 
time  two  nations  adjusted  their  tariff 
relations;  and  it  guaranteed  that  no 
country  would  be  placed  on  a  less 

"Hornbeck,  Stanley  K.:  The  Mosi-Favored- 
Nation  Clause  in  Commercial  Treaties, 
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favorable  bajsis  than  another.  Atypical 
unconditional  clause  is  the  following 
from  the  commercial  treaty  between 
Great  Britain  and  Japan,  April  S,  1911 : 

The  high  contracting  parties  agree  that, 
in  all  that  concerns  commerce,  navigation, 
and  industry,  any  favor,  privil^e,  or  im- 
munity which  either  high  contracting  party 
has  actually  granted,  or  may  hereafter 
grant,  to  the  ships,  subjects,  or  citizens  of 
any  other  State,  shall  be  extended  tm- 
mediatdy  and  unconditionaUy  to  the  ships  or 
subjects  of  the  other  high  contracting 
party,  it  being  their  intention  that  the 
commerce,  navigation,-  and  industry  of 
each  country  shall  be  placed  in  all  respects 
on  the  footing  of  the  most-favored  nation. 

Method  Employed  to  Make  Equal- 
ity OP  Tbeatment  Effective 

Ek^uality  of  treatment  may  be 
adopted  by  a  nation  with  reference  to 
citizens  of  foreign  governments  seek- 
ing to  trade  in  its  markets,  but  a  nec- 
essary corollary  is  the  enactment  of 
legislation  which  will  obtain  in  return 
equality  of  treatment  from  other  na- 
tions. A  nation  pursuing  the  policy  of 
equal  treatment  in  matters  of  com- 
merce and  navigation  should  so  organ- 
ize its  power  as  to  be  able  to  obtain  for 
its  citizens  such  equal  treatment  from 
other  nations.  In  a  general  way  this  has 
been  accomplished  either  by  the  conces- 
sion method  or  by  the  penalty  method. 

The  Concession  Method  in 
Practice 

The  concession  method  of  negotia- 
tion is  based  on  the  principle  of  the  re- 
duction of  duties.  It  has  the  advan- 
tage of  being  conciliatory.  Among 
European  states  it  has  appeared  in  the 
form  of  the  general  and  conventional 
tariff  system  and  the  maximum  and  min- 
imum tariff  system.  Of  the  European 
states  before  the  war,  five  had  single- 
schedule  systems,  the  others  had  all 
adopted  one  or  another  of  the  multiple- 
schedule  systems,  mostly  the  general 


and  conventional  but  some  the  maxi- 
mum and  minimum. 

General  and  Conventional  Tariff 
System 

Under  a  general  and  conventional 
tariff  system  there  b  a  general  tariff 
enacted  by  the  legislative  body,  and  the 
executive  branch  of  the  government  is 
empowered  to  negotiate  treaties  or 
conventions  with  other  nations,  offer- 
ing reductions  from  the  rates  in  the 
general  schedule  in  return  for  recipro- 
cal concessions.  This  conventional  or 
treaty  tariff,  embodied  in  one  or  more 
treaties,  was  almost  always  generalized 
to  all  most-favored  nations.  There 
was  thereby  established  for  a  definite 
period  specified  in  the  treaties  a  lower 
or,  as  it  was  called,  a  conventional 
tariff.  In  effect,  therefore,  the  general 
tariff  was  for  the  purpose  of  penalizing 
a  nation  offering  unfsdr  and  imequal 
treatment  and  the  treaty  rates  repre- 
sented the  normal  tariff  policy  of  the 
nation. 

The  German  tariff  act  of  1902  is  the 
most  typical  of  the  general  and  c<m- 
ventional  tariffs.  With  the  exception 
of  a  few  agricultiu*al  products  on  whidi 
the  legislature  fixed  minimum  rates, 
the  effective  rates  were  determined  in 
the  n^otiation  of  a  series  of  commer- 
cial treaties  which  became  effective 
March  1, 1906. 

The  Maximum-and-Minimum  Tarifp 
Systems 

A  **Tim.Yimiifn»5>.nH-fniniTniinn  **  tariff 

system  involves  the  establishing,  by 
legislation,  of  two  complete  schedules, 
one  containing  maximum  and  the  other 
minimum  rates  for  every  article  in  the 
tariff  list.  The  rates  of  both  schedules 
may  be  identical  for  some  items.  The 
application  of  the  rates,  one  set  or  the 
other,  to  given  commodities  of  indi- 
vidual countries  or  groups  of  countries 
is  left  to  be  determined,  sometimes  by 
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separate  legislation,  sometimes  by 
executive  action,  sometimes  by  the 
operation  of  treaty  pledges. 

France,  having  earlier  employed  the 
general-and-conventionalsystem,  aban- 
doned that  system  in  ld92  in  favor  of 

the  mn-yinmim-iLnH-TniTiifniinri,  and  the 

French  system  has  in  practice  since 
been  the  leading  example  of  the  latter. 
In  the  tariff  law  of  189£  the  l^islature 
established  two  complete  sets  of  duties, 
the  rates  in  the  two  schedules  differing 
by  about  25  per  cent.  The  higher,  or 
maximum,  rates  were  to  constitute  the 
general  or  ordinary  tariff.  The  mini- 
mum rates  were  to  be  applied  to  goods, 
the  produce  of  countries  where  French 
goods  enjoyed  equivalent  concessions 
and  were  admitted  at  the  lowest  rates 
of  duty.  The  government  was  em- 
powered to  prolong  the  expiring  com- 
mercial treaties,  except  in  so  far  as 
they  involved  fixed  rates  of  duty,  and 
to  apply  the  minimum  rates  to  the 
wares  of  countries  which  should  prom- 
ise most-favored-nation  treatment  to 
France.  Later  legislation  has  author- 
ized n^otiations  involving  reductions 
from  the  maximum  without  according 
the  minimum  rates.  Agreements  so 
negotiated  must  be  submitted  to  the 
legislature  for  ratification  or  rejection. 
A  distinct  advantage  of  the  maxi- 
mum-and-minimum  tariff  system  lies 
in  the  fact  that,  whether  the  rates  of 
the  maximum  or  those  of  the  minimum 
tariff  be  applied,  there  remains  with 
the  legislature  or  with  the  executive — 
subject  to  restrictions  prescribed  by 
the  legislature — 6eedom  to  alter  the 
individual  rates  within  the  schedules. 
Hius,  not  only  is  tariff  autonomy 
retained,  but  the  regulation  of  conces- 
sions is  kept  well  within  the  control  of 
the  legislative  authority.* 

^See  report  of  French  Tariff  Commission  of 
18W;  also  N.  I.  Stone,  "The  Double-Tariff 
System,"  The  AnnaU  of  the  American  Academy, 
Vol.  29,  p.  478. 


The  Penalty  Method  in  Practice 
The  penalty  method  of  bargaining, 
the  purpose  of  which  is  similar  to  that 
of  the  Eiu*opean  systems,  is  illustrated 
by  the  maximum  and  minimum  pro- 
vision of  our  tariflF  act  of  1909  (Section 
2).  The  purpose  of  this  penalty  pro- 
vision was  to  obtun  the  removal  of 
discrimination  against  American  inter- 
ests in  foreign  markets.  It  was  based 
on  the  principle  that  every  country 
granting  to  our  products  the  same 
treatment  which  it  granted  to  similar 
products  imported  from  other  countries 
is  entitled  to  equal  treatment  in  our 
markets.  Special  concessions  were  not 
to  be  offered  or  sought,  and  no  penalty 
was  imposed  upon  foreign  countries 
which  levied  higher  rates  on  oiu*  man- 
ufactiu*es  than  we  did  upon  their  raw 
materiak.  The  regular  tariff  rates 
were  made  to  constitute  the  "mini- 
mum tariff  "  of  the  United  States.  The 
''maximum  tariff"  consisted  of  these 
rates,  plus  ^  per  cent  ad  valorem 
in  addition.  The  Pi-esident  was  then 
authorized  to  extend  by  proclamation 
the  privilege  of  the  minimum  tariff  to 
those  countries  which  were  found  to 
impose  no  discriminations  on  the  Uni- 
ted States  or  its  products.  An  investi- 
gation at  the  time  disclosed  a  number 
of  cases  of  imequal  treatment  of  Amer- 
ican products  in  foreign  markets,  and 
negotiations  were  instituted  to  remove 
them.  More  favorable  treatment  was 
obtained  for  the  commerce  of  the 
United  States  in  the  markets  of  Ger- 
many, Prance,  Portugal,  Austria-Hun- 
gary, Brazil,  Canada  and  other  coun- 
tries. Particular  effort  was  made  to 
eliminate  discriminations  against  Amer- 
ican cottonseed  oil.  Some  of  these 
discriminations  were  removed;  but  in 
other  cases,  conspicuously  Austria, 
promises  were  made  which  were  not 
redeemed. 

Although  sound  in  principle,  the  bar- 
gaining provision  of  the  tariff  act  of 
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1909  was  not  sufficiently  flexible  to 
reach  all  cases  of  objectionable  dis- 
crimination. This  situation  was 
brought  to  the  attention  of  Congress 
by  the  Secretary  of  State,  Philander  C. 
Knox,  in  1911,  but  no  action  resulted. 
Mr.  Knox  pointed  out  that  discrimina- 
tions continued  against  American  prod- 
ucts, among  the  most  objectionable 
being  those  against  that  distinctively 
American  product,  cottonseed  oil. 
Italy,  Austria-Hungary,  Bulgaria,  and 
Portugal  in  particular,  continued  to 
discriminate  against  this  product,  or 
even  to  prohibit  its  importation,  with 
the  resulting  advantage  to  other  edible 
oils. 

Our  Increasing  Interest  in  a  Bar- 
gaining Tariff 

The  experiences  of  the  United  States 
with  commercial  bargaining  have  been 
instructive,  but  our  policy  has  been  im- 
settled.  In  so  far  as  these  experiences 
indicated  a  general  policy,  th^r  were, 
prior  to  1909,  based  on  the  principle  of 
special  and  exclusive  agreements.  In 
that  year  the  Republican  Party  aban- 
doned the  policy  of  special  bargaining, 
and  adopted  the  policy  of  imposing 
penalties  against  any  country  which 
discriminated  against  American  citi- 
zens. This  bargaining  method  was  in 
turn  abandoned  in  the  tariff  act  of  1913, 
now  in  force,  which  merely  contains  a 
general  provision  (Sec.  4  A)  authoriz- 
ing the  President  to  negotiate  general 
trade  agreements,  and  providing  that 
before  these  become  effective,  they 
must  be  ratified  by  Congress.^ 

^  In  1916  Congress  enacted  another  provision 
— provoked  by  the  restrictive  measures  of  bellig- 
erent nations — ^which  provides  for  retaliation 
against  prohibitions  of  American  imports  into 
foreign  countries.    It  reads  as  follows: 

"That  whenever  any  country,  dependency,  or 
colony  shall  prohibit  the  importation  of  any 
article  the  product  of  the  soil  or  industry  of  the 
United  States  and  not  injurious  to  health  or 
morals,  the  President  shall  have  power  to  pro- 


The  absence  of  a  permanent  bargain- 
ing policy  in  the  United  States  is  not 
diflBcult  to  understand.  Our  economic 
position  has  been  strong.  Our  exports 
have  consbted  largely  of  food  and  raw 
materials,  and  have  been  readily  ab- 
sorbed by  foreign  markets  without 
special  effort  on  our  part.  Under  such 
circumstances,  the  tariff  barri^^  of 
other  nations  have  seemed  to  us  of 
relatively  little  importance.  We  have 
clung  to  the  single-tariff  system,  with 
only  occasional  attempts  to  give  it 
flexibility.  Tariff  makers  have  been 
concerned  chiefly  with  our  domestic 
needs  for  revenue,  and  for  industrial 
development.  Here  and  there  we  have 
been  led  by  special  conditions  into 
agreements,  or  we  have  adopted  bar- 
gaining measures  as  an  afterthought, 
so  to  speak.  On  the  whole,  our  tariff 
policy  has  been  in  keeping  with  our 
traditional  position  of  isolation. 

In  the  United  States,  with  its  vast 
resources  and  varied,  complex  life,  the 
fiscal  and  industrial  aspects  of  the  tariff 
will  continue  to  be  important,  but  our 
rising  influence  in  overseas  trade, 
particularly  in  highly  competitive  man- 
ufactured articles,  makes  essential  the 
adoption  of  an  effective  bargaining 
provision  as  an  integral  part  of  our 
tariff  laws.  Recent  radical  changes  in 
our  economic  position  have  tended  to 
emphasize  the  need  of  a  permanent 
policy  in  this  respect.  A  tendency  is 
appearing  in  the  commercial  policy  of 
other  nations  to  increase  discrimina- 
tions in  trade.  They  are  appearing 
not  only  in  tariffs  but  also  in  mcure 
direct  forms,  such  as  embargoes  and 
prohibitions.  Our  national  duty  is  to 
protect  our  citizens  from  discrimina- 

hibit,  during  the  period  such  prohibition  b  in 
force,  the  importation  into  the  United  States  ol 
similar  articles,  or  in  case  the  United  States  does 
not  import  similar  articles  from  that  country, 
then  other  articles,  the  products  of  such  country, 
dependency,  or  colony.** 
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lions  and  unfair  treatment  when  they 
pursue  their  legitimate  business  in 
foreign  countries  and  we  can  not  ac- 
complish this  unless  we  organize  oiur 
economic  power  in  such  a  way  as  to  be 
able,  when  necessary,  to  compel  equal- 
ity of  treatment.  Speakmg  of  the 
general  policy  which  the  United  States 
should  pursue,  the  TariflF  Commission 
said,  in  its  recent  report  on  Reciprocity 
and  Commercial  Treaties^: 

A  great  gain  would  be  secured,  now  that 
the  United  States  is  committed  to  wide 
participation  in  world  politics,  if  a  clear  and 
simple  policy  could  be  adopted  and  followed. 
The  guiding  principle  might  well  be  that  of 
equality  of  treatment — a  principle  in  ac- 
cord with  American  ideab  of  the  past  and 
of  the  present.  £quality  of  treatment 
should  mean  that  the  United  States  treat 
all  countries  on  the  same  terms,  and  in  turn 
require  equal  treatment  from  every  other 
country.  So  far  as  concerns  general  in- 
dustrial policy  and  general  tariff  legislation, 
each  country — ^the  United  States  as  wdl 
as  others — should  be  left  free  to  eaaad  such 
measures  as  it  deems  expedient  for  its  own 
wdfare.  But  the  measures  adopted,  what- 
ever they  be,  should  be  carried  out  with  the 
same  terms  and  the  same  treatment  for  all 
nations. 

Form  Which  Penalty  Method  Might 
Take  in  the  United  States 

We  are  now  in  a  position  to  speak  in 
greater  detail  of  the  principles  on 
which  bargaining  legislation  should  be 
grounded.  We  begin  with  the  general 
purpose  of  offering  equality  of  treat- 
ment, in  the  form  of  a  minimum  sched- 
ule, to  all  who  grant  like  treatment  to 
the  United  States  and  its  products,  and 
of  penalizing  with  a  maximum  tariff 
those  countries  which  refuse  us  equality 
of  treatment. 

In  order  to  obtain  the  desired 
flexibility,  Congress  should  define  in 

^  Page  10.  Some  exceptions  to  the  equality- 
of-treatment  principle  may  be  allowed.  Cf. 
W.  S.  Culbertson,  Commercial  Policy  in  War 
Time  and  After,  (1919)  pp.  906-308. 


general  terms  the  kind  and  degree  of 
unequal  treatment  which  is  to  be 
penalized,  but  should  leave  to  the 
President  the  application  of  the  law  to 
particular  cases.  The  mere  possibiUty 
of  the  imposition  of  maximum  or 
penalty  duties  will  tend  to  secure 
equality  of  treatment  for  the  United 
States  and  its  products  without  formal 
action.  When  agreements,  within  the 
provisions  of  the  law  are  entered  into, 
however,  neither  the  ratification  of  the 
Senate  nor  the  approval  of  Congress 
should  be  required.  The  law  should 
be  sufficiently  all-inclusive  to  enable 
the  President  to  penalize  not  merely 
open  xiiscriminations,  but  also  dis- 
criminations more  or  less  concealed  in 
customs  regulations,  transportation 
rates,  sanitary  provisions,  and  even  in 
classification  where  the  effect  is  to  place 
a  distinctively  American  product  at  a 
serious  disadvantage  in  competition 
with  substitutes. 

Congress  should  specify  the  upper 
limit  of  the  penalty  duties,  and  it  may 
wish  to  enumerate  the  articles  or  com- 
modities on  which  these  duties  may  be 
imposed.  In  case  the  latter  is  done  a 
variety  of  products  should  be  named, 
selected  with  the  view  of  inflicting  in 
operation  the  maximum  penalty  on 
foreign  countries  discriminating  against 
us,  and  the  minimum  injury  on 
the  American  consumer.  Accordingly, 
these  products  in  the  maximum  tariff 
should  be  chosen  from  those  which  are 
imported  in  substantial  amoimts  from 
more  than  one  source,  in  order  that  the 
imposition  of  the  additional  duties  on 
imports  from  any  one  coimtry  shall  re- 
sult in  a  diversion  of  that  trade  to  an- 
other country,  without  great  incon- 
venience to  importers  and  consumers  in 
the  United  States. 

An  imported  commodity  which  is 
also  produced  in  large  amounts  in  this 
country,  and  the  production  of  which 
could  be  increased,  would  be  suitable 
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for  the  list,  even  though  it  was  im- 
ported from  a  single  country.    An  ex- 
ample of  a  commodity  which  should 
.  not  be  included  in  the  list  is  jute. 
India  is  the  only  soiu*ce  of  jute,  and  the 
imposition  of  a  maximum  duty  on  its 
importation  would  not  seriously  affect 
the  pi^ucers  in  India,  but  would  fall 
entirely  upon  the  American  consumer. 
Congress,  having  power  to  specify 
the  niATifnntn  penalty  duty  and,  if  it 
be  thought  necessary,  to  enumerate 
the  articles,  should  permit  the  Ftesi- 
dent  a  free  hand  in  administering  the 
law  within  these  limits.  The  necessary 
flexibility  can  not  be  obtained  unless 
the  Ftesident  has  power  to  proclaim, 
at  his  discretion  and  without  further 
action  by  Congress,  as  circumstances 
may  require,  the  maximum  tariff  on 
any  or  all  of  the  articles  in  the  tariff, 
or  to  impose  any  additional  duty  less 
than  the  full  maximum  penalty  author- 
ized in  the  law.    Many  discriminations 
can  not  be  reached  at  all  unless,  in  the 
administration  of  the  bargaining  tariff, 
the  penalty  can  be  fitted  to  the  offense. 
Penalty  duties  may  be  used  with 
the  single  tariff  system.   Congress  may 
enact  a  law  providing  that  the  free  list 
and  the  dutiable  list  of  the  tariff  act 
shall  constitute  the  minimum  tariff  of 
the  United  States,  and  that  they  shall 
be  applicable  to  the  products  of  all 
countries,  except  in  those  cases  in  which 
the  President  shall  ascertain  as  a  fact 
that  any  country  or  subdivision  there- 
of, whether  by  law  or  administrative 
action,    enforces   tariff   rates,   provi- 
sions, regulations,  or  other  exactions 
imfavorable  to  American  commerce, 
which  are  not  equally  applicable  to 
the'  commerce  of  all  other  coimtries. 
In  ascertaining  the  facts,  the  President 
may  be  authorized  to  use,  in  addition 
to  the  services  of  the  State  Depart- 
ment, the  services  of  the  United  States 
Tariff   Commission.     The   law   then 
may  embody  the  principles  which  have 


been  already  discussed — the  emunera- 
tion  of  the  articles  in  the  maximum 
tariff  (if  thought  necessary),  the  fixing 
of  the  maximum  duties,  the  giving  af ree 
hand  to  the  President  in  determining 
within  the  limits  of  the  law  the  articles 
to  be  penalized,  the  amount  of  the  duty 
in  each  particular  case,  and  the  author- 
ity to  i^f^lyor  withdraw  the  penalty  du- 
ties as  the  circumstances  may  require. 

Where  the  Penalty  Method 
Is  Ineffective 

Penalty  duties  are  effective  in  pre- 
venting many  discriminations  and 
have  the  advantage  of  simplicity,  but 
there  are  at  least  two  classes  ^  im- 
portant discriminations  which  they 
reach  with  great  difficulty,  if  at  all. 

The  first  class  is  illustrated  by  the 
intermediate  tariffs  of  Canada  and 
Australia.  The  paragraph  on  iron  and 
steel  in  the  new  Australian  tariff  of 
1920  showing  the  British  preferential 
tariff,  intermediate  tariff^  and  the  gen- 
eral tariff  is  shown  on  page  171. 

^The  following  referoioe  to  the  Austnlian 
iniennediate  tariff  is  taken  from  a  di^Mttdi  to 
the  ChrMan  Seienee  Moniior  (Boston)  of  Mon- 
day, May  17, 1920,  from  Mdboume: 

Referring  to  reciprocity  with  countries  other 
than  the  United  Kingdom  and  dominions,  the 
Minister  said  that  the  intermediate  tariff  rates — 
that  was  the  rates  between  the  British  preference 
and  the  ordinary  tariff  rates — ^would  be  extended 
where  desirable  but  to  no  other  country  could 
the  Empire  or  United  Kingdom  rates  be  granted. 

An  important  and  significant  exception  to  the 
policy  of  the  intermediate  rate  or  even  of  the 
special  dominion  rate  was  described  by  the 
Minister  in  the  following  terms: 

"Tliere  is  one  important  limitation  upon  the 
powers  of  the  Minister  with  regard  to  negotiation 
with  other  countries.  It  is  this:  The  Minister 
is  precluded  from  entering  any  negotiations 
which  will  lead  to  a  reciprocal  tariff  if  he  is 
satisfied  that  the  economic  conditions  of  any 
such  dominion  or  other  country  are  substantially 
lower  than  those  prevafling  in  Australia.  Im- 
portations from  such  dominions  or  other  coun- 
tries would,  therefore,  fall  automatically  under 
the  general  tariff  schedule,  and  remain  there 
unto  sudi  time  as  their  economic  conditions 
assimilate  more  dosdy  to  our  own.  '* 
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Pabagrafh  on  Ibon  and  Steel  in  the  Australian  Tardtf  of  1920 


British 

Tariff  Iti^ms 

Preferential 

Intermediate 

General 

Tariff 

Tariff 

186.   Iron  and  Steel— 

(A)  Pig  Iron— per  ton 

20«. 

S0«. 

.     40*. 

(B)  Ingots,  Blooms,  Slabs,   Billets, 

Puddled  Bars  and  Loops,  or  like 

crude  manufactures,  less  finished 

than  Iron  or  Steel  Bars,  but  more 

advanced  than  Pig  Iron  (except 

castings)— per  ton 

82#. 

52#. 

65*. 

(C)  Bar,  Rod,  Angle,  Tee;  Bars  of 

fancy  pattern  in  the  state  in  which 

they  leave  the  rollers — ^per  ton 

44$. 

e5s. 

80*. 

CD)  Plate  and  Sheet  (Plain) 

(1)  up    to   and    including  one- 

sixteenth  of  an  inch  in  thick- 

ness—ad  val 

Free 

6  percent 

10  per  cent 

And  on  and  after  1st  January, 

1922— per  ton 

65s. 

82#.  6d. 

100*. 

(2)  exceeding  one-sixteenth  of  an 

inch  in  thickness — ad  val 

Free 

5  percent 

10  per  cent 

And  on  and  after  1st  Janu- 

ary, 1921— per  ton 

4Ss. 

68*. 

85*. 

(E)  Wire— per  ton 

52#. 

72*.  6d. 

90*. 

(F)  Hoop— ^  val 

Free 

5  per  cent 

10  per  cent 

And  on  and  after  Ist  Janu- 

ary, 1921— per  ton 

70*. 

90*. 

95s. 

Canada  also  has  an  intermediate 
tariff,  which  has  been  in  effect  since 
1907.  In  1909,  we  asked  that  she  grant 
American  goods  the  rates  in  her  inter- 
mediate tariff  which  had  been  granted 
to  France  and  other  Eiiropean  coun- 
tries. Upon  her  refusal  we  threatened 
to  apply  the  maximum  or  penalty 
rates  of  the  1909  tariff  act  to  Canadian 
goods.  Canada's  answer  was  that  we 
had  always  refused  to  generalize  conces- 
sions under  the  most-favored-nation 
clause  and  had  granted  concessions 
only  in  return  for  concessions;  that  her 
intermediate  tariff  was  to  be  extended 
from  time  to  time  ""in  consideration  of 
benefits  satisfactory  to  the  Govemor- 


in-Council"  and  was  used  for  the 
purpose  of  negotiating  commercial  ar- 
rangements. Her  statesmen  added  that 
if  the  United  States  were  willing  to 
offer  concessions,  we  might  have  the 
benefits  of  the  intermediate  rates. 

A  few  insignificant  concessions  were 
made  to  the  United  States  by  Canada, 
to  prevent  a  trade  war,  but  our  failure 
to  get  the  full  benefits  of  the  lower 
rates  in  the  intermediate  tariff  demon- 
strated that  penalty  duties  could  not 
be  used  to  obtain  lower  rates  embodied 
in  a  schedule  established  for  the  pur- 
pose of  negotiation  with  other  nations 
for  concessions. 

A  nation  with  a  single  tariff,  such  as 
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ours,  is  necessarily  at  a  disadvantage 
in  bargaining  with  countries  with  inter- 
mediate and  minimum  tariffs.  Some 
nations  grant  their  minimum  rates  to 
all  most-favored  nations  uncondition- 
ally and  automatically.  But  in  a  num- 
ber of  cases  we  have  not  received  the 
full  benefit  of  minimum  schedules  and 
Canada,  as  has  been  pointed  out,  has 
insisted  in  applying  to  her  dealings 
with  us  oiu*  own  interpretation  of  the 
most-favored-nation  clause  and  has  re- 
fused concessions  except  in  return  for 
concessions.  The  lowering  of  the  du- 
ties in  a  general  or  maximum  tariff, 
which  represents  ostensibly  at  least 
the  settl^  policy  of  a  country,  always 
makes  an  appeal,  and  as  long  as  we 
are  not  in  a  position  to  offer  reduc- 
tions in  our  tariff  schedules,  we  are 
not  likely  to  benefit  fully,  at  least, 
from  intermediate  and  minimimi 
schedules  fixed  for  the  purpose  of 
bargaining. 

Penalty  duties,  in  the  second  place, 
do  not  prevent  effectively  discrimina- 
tions concealed  in  regulations  and  clas- 
sifications. There  has  been  a  marked 
tendency,  particularly  in  European 
tariffs,  to  increase  the  number  of  clas- 
sifications within  the  different  indus- 
trial groups,  primarily  in  order  to  ap- 
ply specific  duties  more  accurately, 
but  sometimes  with  the  purpose  and 
frequently  with  the  result  that  when  a 
concession  is  made  to  one  country,  the 
benefit  to  other  countries  entitled  to 
the  concession  under  the  most-fa- 
vored-nation clause  is  reduced  to  a 
minimum. 

It  b  clear  that  if  classification  is 
carried  far  enough,  third  nations  will 
benefit  very  little  from  their  rights 
under  most-favored-nation  clauses. 
The  general,  or  higher,  t;ariff  rates, 
therefore,  may  remain  in  effect  on 
peculiarly  American  products,  simply 
because  we  have  not  been  in  a  position 
to  negotiate  for  the  minimum  rates. 


Penalty  duties  are  of  little  help  in  this 
situation,  although  Secretary  Knox 
was  able  to  obtain  a  few  concessions 
by  the  use  of  the  maximum  and  mini- 
mum provisions  of  the  tariff  act  of 
1909.  Generally  speaking,  the  result 
will  be  that  we  shall  receive  most- 
favored-nation  treatment,  but,  as  a 
matter  of  fact,  peculiarly  American 
products  will  bear  relatively  a  much 
higher  duty  than  the  goods  of  those 
countries  which  were  able  to  n^otiate 
for  concessions.^ 

Discriminations  may  also  be  found 
in  regulations.  From  1883  to  1891 
Germany  prohibited  the  importation 
of  American  hogs,  pork  and  sausages. 
The  official  ground  assigned  for  this 
action  was  sanitary  but  the  measure 
was,  in  fact,  for  the  protection  of  Ger- 
man agrarian  interests. 

Form  Which  the  Concession 
Method  Might  Take  in 
the  United  States 

At  least  the  first  of  these  disadvan- 
tages of  the  penalty  method  is  avoided 
by  the  concession  method.  Congress 
might  fix  the  rates  of  the  tariff  in  the 
next  revision  at  a  level  which  would 
permit  a  reduction  of  20  per  cent 
thereof  without  injury  to  any  Ameri- 
can interest,  and  at  the  same  time  au- 
thorize the  President  to  reduce  the 
tariff  on  any  article  in  any  amount  up 
to  20  per  cent  of  the  duty  in  the  gen- 
eral schedule  (or  to  place  certain  speci- 
fied articles  on  the  free  list)  in  retiu-n 
for  the  lowest  rates  granted  to  any 
other  nation.  The  law  should  state 
specifically  that  special  and  exclusive 
concessions  were  not  to  be  asked  from 
foreign  powers  and  that  all  conces- 
sions in  the  American  tariff  granted  to 

*/.e.,  even  though  the  foreign  country  had  no 
discrimination  in  mind.  Of  course,  a  bargain- 
ing tariff  would  hardly  deter  a  foreign  country 
which  had  adopted  a  policy  of  protection  for 
typical  American  products. 
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any  one  country  should  be  granted  im- 
mediately  and   automatically   to   all 
other  countries  granting  us  tJieir  low-  • 
est  rates.* 

This  provision,  it  should  be  noted, 
would  diflFer  from  Section  4  of  the 
tariff  act  of  1897  (the  Kasson  Treaty 
section)  in  three  respects:  (1)  No  rati- 
fication by  the  Senate  of  trade  agree- 
ments entered  into  thereimder  would 
be  necessary.  (2)  No  special  or  ex- 
clusive concessions  would  be  sought, 
but  only  equality  of  treatment.  (3) 
The  concessions  made  in  the  United 
States  tariff  would  be  generalized  to 
all  coimtries  granting  us  their  lowest 
tariff. 

It  is  obvious  how  this  provision 
might  be  used  to  obtain  the  intermedi- 
ate or  minimum  rates  of  foreign  tariffs. 
It  might  also  be  adapted  to  prevent 
with  greater  effectiveness  discrimina- 
tions concealed  in  regulations  and  clas- 
sifications. To  make  this  possible, 
however,  the  President  would  have  to 
be  given  discretionary  power  to  with- 
hold our  minimum  tariff  rates  from  any 
county  which  he  should  find  upon  in- 
vestigation insisted  on  keeping  in  force 
concealed  discriminations  against  the 
United  States.*  The  mere  existence  of 
high  tariff  rates  does  not  constitute  a 
discrimination.  Suppose,  however,  a 
nation  has  a  general  and  conventional 
tariff  and  no  conventional  rates  are 
fixed  on  products  in  which  the  United 
States  is  particularly  interested.  A 
r^usal  to  fix  a  conventional  rate  would 
constitute  at  least  a  prima  facie  case 
of  intent  to  discriminate  and  warrant 
the  withholding  of  reductions  in  du- 
ties on  products  imported  from  that 
nation. 

^  Cf .  Section  644  of  the  Tariff  Act  of  October 
8, 1918. 

•Cf.  the  act  passed  by  the  Congress  of  the 
United  States  to  cause  the  removal  of  discrimi- 
nations by  Germany  against  American  meats. 
U.  S.  Tariff  Commission,  Reciprocity  and  Com- 
mercial Treaties,  p.  4«4. 


Drift  toward  Special  Bargaining 

AND  DiSCRIMINATIONa 

At  a  time  when  a  policy  of  equality  of 
treatment  seems  particularly  desirable, 
not  only  for  the  United  States  but  also 
for  all  nations,  a  policy  of  discrimina- 
tion and  special  bargaining  of  theharsh- 
est  character  is  being  advocated  and 
applied  by  foreign  nations.  Indeed,  it 
is  not  absent  from  the  United  States. 
It  has  appeared  in  the  sections  of  the 
Merchant  Marine  Act  providing  for 
special  export  and  import  railroad  rates 
on  goods  shipped  in  American  bottoms, 
for  an  American  monopoly  of  Philip- 
pine shipping,  and  for  discriminatory 
customs  duties  on  goods  imported  in 
American  ships.  Even  a  return  to  the 
reciprocity  practices  of  the  tariff  acts 
of  1890  and  1897  is  suggested.^ 

The  policy  of  discrimination  and  ex- 
clusion expressed  itself  in  its  extreme 
form  in  the  Teuton  program  for  Mit- 
tel  Europa,  and  in  its  counterpart 
among  the  Allies,  the  Resolutions  of 
the  Paris  Economic  Conference  of 
June,  1916.  These  measures  on  the 
part  of  the  Allies  were  undoubtedly 
justified  for  strategic  reasons,  but  they 
have  no  place  in  a  program  for  harmony 
and  good  will  among  nations.    Unfor- 

^  Mr.  Longworth  recently  said  (Congressional 
Record,  Dec.  21,  1920,  p.  21): 

If  discrimination  in  favor  of  the  debtor  nations 
is  to  be  a  feature  of  our  future  tariff  policy,  there 
is  one  way  to  my  mind  by  which  it  can  be  effect- 
ively accomplished,  and  that  is  through  the 
medium  of  separate  and  reciprocal  trade  agree- 
ments. I  can  see  difficulties  in  the  way  of  such 
a  policy,  but  to  my  mind  they  are  by  no  means 
insurmountable.  I  can  conceive  that  it  might  be 
greatly  to  the  benefit  of  England  or  France  or 
Italy  or  Belgium  and  not  greatly  to  our  detri- 
ment to  permit  them  certain  advantages  over 
other  countries  in  the  shipment  of  certain  kinds 
of  goods  into  our  market,  in  return  for  which  it 
might  be  greatly  to  our  benefit  and  not  greatly 
to  their  detriment  to  receive  in  return  certain 
advantages  to  American  goods  in  their  markets. 
Under  such  a  policy  we  would  not  be  giving  some- 
thing for  nothing.  Such  arrangements  would  be 
and  ought  to  be  to  our  jnutual  advantage. 
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tunately,  therefore,  when  the  Allied 
and  Associated  Powers  sat  down  at 
Paris  to  negotiate  the  final  treaty  of  ■ 
peace,  these  doctrines  of  revenge,  pun- 
ishment, exclusion  and  trade  war  were 
a  guiding  influence  in  the  construction 
of  the  treaty,  particularly  in  the  con- 
struction of  its  economic  clauses. 

The  same  spirit  of  exclusion  and  nar- 
row commercialism  which  ruled  at 
Paris  is  still  menacing  the  world  with 
the  possibility  of  trade  wan^.  Attempts 
are  being  made  to  justify  special  dis- 
criminatory arrangements,  upon  the 
ground  that  only  by  such  means  can  na- 
tions economicidly  weak  maintain  them- 
selves in  competition  with  the  stronger. 

Certain  countries,  it  is  urged  by 
some,  should  be  permitted  to  enter  into 
special  arrangements  with  other  na- 
tions and  not  be  required  to  generalize 
their  concessions.  It  may  be  desirable 
for  political  reasons  to  tolerate  an 
exception  to  the  general  rule  of  equal 
treatment  in  order  to  enable  a  country 
to  recover  from  the  war.  A  general 
principle  recognizing  special  bargain- 
ing would  in  the  long  run  not  help, 
but  would  injure  nation^  economically 
weak.  If  such  a  principle  be  conceded 
to  weak  nations,  it  must  be  allowed  also 
to  the  strong,  and  it  is  inevitable  that 
the  former  would  be  worsted  in  any 
international  test  of  power  with  the 
latter. 

Special  bargaining  might  work  to  the 
advantage  of  the  weak  nation  if  the 
strong  refrained  from  exerting  its 
power,  but  in  international  dealings 
that  is  not  likely  to  occur.  Weak 
nations,  if  they  champion  a  r^me 
of  special  bargaining,  are  only  forging 
weapons  for  their  own  disadvantage. 
On  the  other  hand,  the  principle  of 
equality  of  treatment  gives  to  the 
economically  strong  nations  only  the 
advantages  which  are  theirs  by  reason 
of  their  strength.  At  the  same  time  it 
affords  the  economically  weak  nations 


a  degree  of  protection,  which  they  can 
not  have  under  the  harsh  procedure  of  a 
system  of  special  dealings.  The  best 
thing  in  the  long  run  for  any  nation 
(and  all  that  any  is  entitled  to  in  in- 
ternational affairs)  is  a  fair,  equal 
chance.  Weak  nations  should  count 
themselves  happy  to  have  this  guar- 
anteed. The  United  States,  it  is  true, 
would  have,  because  of  its  economic 
power,  some  advantages  in  the  free, 
open  and  equal  competition  which 
would  take  place  under  a  system  of  un- 
conditional most-favored-nation  treat- 
ment among  nations,  but  it  could  ob- 
tain much  greater  advantage  if  it  chose 
to  use  its  power  to  exert  pressure  and 
exact  special  concessions. 

Our  National  Policy 

An  effective  bargaining  tariff  in  the 
United  States  is  necessary  to  protect 
American  interests  from  the  discrimi- 
nations which  today  threaten  our  in- 
terests abroad..  The  adc^tion  of  a 
definite  policy  by  the  United  States 
today  would  unquestionably  have  a 
very  wholesome,  restraining  effect  up<Hi 
objectionable  tendencies  in  the  com- 
mercial policies  of  other  nations.  The 
first  step  in  the  framing  of  such  a  poliqy 
would  be  to  eliminate  from  our  own 
practice  unequal  treatment  wherever 
it  exists.  In  the  next  place,  it  would 
be  a  great  gain  if  we  should  set  forth 
equality  of  treatment  as  the  basic 
principle  which  is  to  guide  us  in  the 
application  of  our  commercial  poliqy, 
and  then  to  organize  our  tariff  in  such  a 
way  as  to  penalize  other  nations  which 
refuse  to  grant  to  American  interests 
equality  of  treatment  in  their  markets. 
Furthermore,  the  need  is  great  today 
for  an  agreement  among  the  nations 
upon  a  model  clause  in  commercial 
treaties  guaranteeing  equality  of  treat- 
ment. The  old  controversy  over  the 
conditional'  and  unconditional  most- 
favored-nation      clause     should      be 
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avoided.  It  should  be  recognized  that 
the  object  of  both  f onns  of  the  clause 
is  to  establish  equal  treatihent  among 
nations  and  this  principle  should  be 
embodied  in  future  commercial  trea- 
ties, r^ardless  of  the  traditional  forms 
and  interpretations  which  the  clause 
may  have  had  in  the  past. 

The  limits  of  a  bargaining  tariff  can 
not  now  be  set.  In  the  past  they  have 
not  applied  to  tariff  relations  within 
empires.  Whether  oiu*  bargaining  tar- 
iff policy,  however,  should  extend  to 
include  the  preferential  schedules  of 
the  self-governing  dominions  of  the 
British  Empire  is  a  question  which 
can  not  be  considered  closed.  These 
dominions  are  today,  for  all  practical 
purposes,  nations;  and  having  assiuned 
the  rights  of  nations,  it  seems  that  they 
should  be  willing  also  to  assiune  the 
corresponding  obligations. 

A  further  question  is  raised  by  the 


preferential  export  taxes  recently 
adopted  in  British  West  Africa  and 
India.  In  the  case  of  India,  for  ex- 
ample, an  export  tax  of  15  per  cent  was 
imposed  on  hides  and  skins  exported 
from  India  and  two-thirds  of  this  duty 
is  remitted  when  exports  are  made  with 
the  guarantee  that  the  hides  and  skins 
are  to  be  tanned  in  the  British  Empire. 
Should  we  in  such  a  case  impose  addi- 
tional or  penalty  duties  on  leather  and 
leather  goods  imported  from  any  part  of 
the  British  Empire  which  benefits  from 
this  special  export  concession?  These 
,  are  large  problems  and,  since  they  are 
not  such  as  have  been  disposed  of  under 
general  policies  of  bargaining  in  the 
past,  it  is  better  to  consider  them  as 
subjects  for  general  n^otiation.  Nev- 
ertheless, they  press  for  solution  and 
those  who  wish  to  avoid  trade  wars  and 
national  conflict  will  do  well  to  give 
them  early  consideration. 


Post- War  Tariff  Changes  and  Tendencies 


By  Benjamin  B.  Wallace 
WaahingUm,  D.  C. 


THE  generalization  may  be  made 
that  practically  all  countries 
either  have  increased  their  tariff  rates 
since  the  war  or  are  taking  more  or  less 
definite  steps  in  that  direction.  The 
statement  holds  even  for  a  number  of 
the  countries  whose  rates  are  limited  by 
treaties.  The  recent  treaty  between 
the  United  States  and  Siam  is  a  first 
step  toward  the  relaxation  or  removal 
of  the  restrictions  which  now  limit 
Siamese  import  duties  to  S  per  cent 
ad  valorem.  Egypt  is  asking  Great 
Britain  to  obtain  for  her  a  like  tariff 
autonomy.  China's  tariff  is  limited  in 
principle  to  5  per  cent  ad  valorem,  but 
the  rates  enforced  are  "equivalent" 
specific  rates,  which  have  been  revised 
only  at  long  intervals,  and  which,  in 
J918,  actually  yielded  only  2.6  per  cent 


of  the  value  of  the  imports.  During 
that  and  the  following  year  new  rates 
"to  jestore  an  effective  5  per  cent" 
were  worked  out  on  the  basis  of  the 
prices  of  1912-1916,  and  the  new  sched- 
ule went  into  effect  in  September,  1919. 
Most  recently  the  powers  have  agreed 
to  a  temporary  surtax  of  10  per  cent  of 
the  duties  to  provide  funds  for  famine 
relief,  and  the  press  has  annoimced  that 
this  will  go  into  operation  January  16, 
1921 .  By  the  peace  treaties,  Germany 
and  Austria  were  put  temporarily 
among  the  countries  which  might  not 
increase  their  pre-war  tariff  rates.^ 
^Imports  from  the  Allied  and  Associated 
Powers  were  to  pay  for  six  months  the  lowest 
rates  payable  on  similar  articles  on  July  81, 1914. 
Upon  vegetable  products  the  restriction  extends 
to  an  additional  thirty  monthp.  {T^egty  vrith 
Oarmany,  Art  860.) 
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They  were  permitted,  however,  to  re- 
qufa^  payment  in  gold;  and  payments 
in  paper  are  now  accepted  in  Germany 
at  10  times,  and  in  Austria  at  33^  times 
the  gold  rate. 

Exceptions  to  the  generalization  that 
recent  tariflf  changes  are  upwards  are 
found  in  certain  of  the  belligerent 
countries  which  pushed  their  revenue 
rates  very  high  during  the  war  and 
have  since  lowered  or  only  maintained 
them.  The  removal  of  the  Canadian 
war  surtaxes  and  reductions  on  farm 
machinery  may  be  cited.  The  repeal 
of  duties  upon  the  raw  materials  of  a 
new  or  expanding  industry  is  a  part  of 
protectionist  policy  which  has  been 
recently  illustrated  in  Japan,  Australia 
and  the  Union  of  South  Africa.  War 
prices  led  in  some  instances  to  the  sus- 
pension of  duties  on  foodstu£Fs  and 
these  suspensions  have  been  largely 
continued,  while  the  needs  of  recon- 
struction in  Europe  have  led  to  re- 
movals of  duties  from  machinery  and 
building  materials.  On  the  other  hand, 
the  fall  in  prices  in  the  latter  half  of 
19^0  led  to  the  lowering  of  export 
duties  on  rubber,  hides,  wool  and  other 
products  upon  which  unusually  high 
duties  had  been  levied  during  the  pe- 
riod of  high  profits.  In  a  few  cases 
very  high  duties  have  been  reduced, 
e.g.y  France  reduced  the  rate  on  auto- 
mobiles from  70  to  45  per  cent,  and 
Ceylon,  from  100  to  1\  per  cent. 
While  a  complete  enumeration  of  the 
tariff  reductions  of  the  last  two  years 
would  fill  pages,  they  are  few  com- 
pared to  the  increases,  although  rela- 
tively few  countries  have  made  an  ap- 
proach to  a  general  revision  of  their 
tariffs — changes  have  perhaps  been 
most  extensive  in  France,  Belgium, 
Spain,  Portugal,  Argentina,  Brazil, 
Mexico  and  Peru .  The  European  states 
named,  however,  consider  the  changes 
already  made  merely  tentative.  Ar- 
gentina's revision  consisted  in  revising 


the  official  valuations,  which  had  re- 
mained imchanged  since  1906.  Canada, 
Japan,  New  Zealand,  Spain  and  Italy 
have  revisions  in  process.  The  gov- 
ernments of  Chile  and  Switzerland 
have  proposed  revisions.  Anti-dump- 
ing legislation  and  provision  for  key 
industries  remain  on  the  government's 
program  in  Great  Britain.  The  tran- 
sition period  since  the  war  has  been 
too  short  and  unsettled  for  statesmen 
and  nations  to  determine  upon  large 
changes  of  policy.  Trade  in  Europe  is 
still,  to  a  considerable  extent,  under 
direct  government  control.  With  the 
possible  exception  of  Great  Britain  and 
her  dependent  colonies,  no  revolutions 
in  policy  have  been  made  or  seem  im- 
minent. While  no  other  change  ap- 
pears likely  in  regard  to  free  trade,  other 
features  of  tariff  policy  may  soon  be  re- 
vised on  a  large  scale.  Europe  is  today 
almost  without  commercial  treaties, 
and  it  is  too  soon  to  predict  what 
policies  will  be  adopted  in  regard  to 
most-favored-nation  treatment,  the  use 
of  maximum,  minimum  and  interme- 
diate schedules,  and  similar  points. 
The  Italian  Government  has  expressed 
a  preference  for  an  autonomous  tariff; 
i.e.,  a  two-column  tariff  whose  lower 
rates  may  be  accorded  by  treaty  en 
bloc,  but  which  remain  alterable  by  the 
legislature. 

It  would  be  nearly  as  tedious  as  dif- 
ficult to  enumerate  the  increases  of 
tariff  rates  recently  made.  A  few  iso- 
lated points  may  be  mentioned  before 
considering  recent  changes  in  France 
and  the  British  Empire.  Japan  has 
levied  35  per  cent  ad  valorem  upon 
dyes  and  drugs.  In  Italy,  which  lacks 
both  coal  and  iron,  the  tariff  dispute 
centers  around  the  demand  of  the  iron 
industry  for  high  protection.  From 
Italy  and  Portugal  to  Norway  there 
has  been  a  general  movement  to  re- 
strict the  importation  of  luxuries,  either 
by   prohibitions   or   by   high   duties* 
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French  wines  and  other  products  have 
been  hard  hit  and  there  is  considerable 
tension  in  Franco-Swiss  and  Franco- 
Spanish  relations.  A  feature  of  Ger- 
man tariff  policy  has  been  the  use  of 
export  duties  to  force  the  prices  of  ex- 
ported articles  above  the  prices  for 
domestic  consumption.  These  duties 
are  less  extensively  used  now  than  they 
were  some  months  ago.  Their  special 
purpose  was  to  compensate  for  the  lag 
between  the  fall  in  the  international 
value  of  the  mark  and  the  rise  of  Ger- 
man prices.  They  were  intended  to 
prevent,  yfinle  the  mark  was  rapidly 
falling,  the  sale  abroad  of  finished  prod- 
ucts for  a  smaller  sum,  as  expressed 
in  foreign  currencies,  than  the  raw  ma- 
terial had  cost.  They  also  increased 
the  revenue,  assisted  the  exchange 
rates,  and  tended  to  conserve  supplies 
of  needed  commodities  and  to  prevent 
the  exportation  of  capital. 

French  Tariff  Changes 

Some  months  after  the  Armistice, 
the  total  prohibition  of  all  imports  into 
France,  except  as  licensed  and  except 
from  the  French  Colonies,  was  enacted 
as  law.  When  the  prohibitions  were 
largely  removed,  after  a  short  experi- 
ment with  ad  valorem  surtaxes,  in 
July,  1919,  "co-eflBcients  of  increase" 
were  introduced.  These  co-eflBcients 
(which  have  been  copied  in  Belgium) 
ranged  at  first  from  1.1  to  3;  but  for 
luxuries,  upon  the  repeal  of  the  later 
prohibition  upon  their  importation, 
co-efficients  as  high  as  7.1  are  now 
used.  By  multiplying  the  old  specific 
rates  by  these  co-efficients,  new  rates 
are  easily  formed,  which  for  any  de- 
sired part  of  a  schedule  maintain  the 
previous  relations  between  the  rates  on 
different  articles  and  between  the 
minimum  and  general  tariff  rates. 
The  original  set  of  co-efficients  covered 
all  the  schedules  except  animals,  ani- 
mal products,  vegetable  products  and 

13 


crude  minerals,  but  included  wool  and 
slate.  The  co-efficients  are  freely  re- 
vised by  decrees  which  appear  at  short 
intervals  and  nearly  all  the  changes  are 
increases.  France  has  also  participated 
in  the  movement  to  restrict  the  impor- 
tation of  luxuries,  and  from  April  t6 
July,  1920,  about  175  articles  were  on 
the  prohibited  list,  and  some  20  arti- 
cles remain  under  the  ban.  The  pro- 
hibition of  luxuries  met  with  especial 
opposition  from  a  large  number  of 
manufacturers  and  merchants  who  cater 
to  the  tastes  of  wealthy  visitors  and 
who  maintain  some  of  the  most  char- 
acteristic lines  of  French  exports.  On 
the  whole,  it  does  not  appear  that  the 
French  have  made  excessive  increases 
in  their  import  duties.  With  the  bal- 
ance of  trade  heavily  against  them* 
and  under  severe  pressure,  both  to 
raise  revenue  and  to  restrict  imports, 
their  increase  in  the  tariff  rates  have 
not  kept  pace  on  the  average  with  the 
advance  of  prices. 

Protection  and  Imperial  Prefer- 
ence IN  the  British  Empire 

The  British  Empire  demands  more 
extended  consideration.  In  recent 
decades  the  Empire  has  been  sharply 
divided  on  tariff  policy;  Great  Britain, 
India  and  the  Crown  Colonies  have 
held  to  free  trade,  while  Canada,  Aus- 
tralia, New  2^aland  and  South  Africa 
adopted,  and  from  time  to  time  have 
extended,  systems  of  protection.  Fur- 
ther, these  Dominions  grant  to  Great 
Britain  (and  to  some  extent  to  other 
parts  of  the  Empire)  preferential  tariff 
rates.      The    war    has    strengthened 

^The  provisional  figures  (based  upon  1919 
values)  show  that  in  January-July,  1920,  France 
imported  21,760,000,000  francs'  worth  of  goods, 
but  exported  only  12,600,000,000  francs*  worth. 
In  August  and  September  the  figures  were:  Im- 
ports, 5,428,000,000  francs;  Exports,  4,551,000,- 
000  francs — an  excess  of  imports  not  much 
greater  than  that  which  was  customary  before 
the  war. 
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rather  than  shaken  the  adherence  of 
the  Dominions — ^now  recognized  as 
nations — ^to  the  protective  policy,  and 
has  given  a  new  prominence  to  the 
question  whether  the  rest  of  the  Em- 
pire should  maintain  its  free-trade  and 
non-preferential  policv. 

The  British  self-governing  Domin- 
ions show  no  prospect  of  any*substan- 
tial  lowering  of  their  protective  barri- 
ers, even  in  respect  to  imports  from 
the  mother  country.  There  is,  how- 
ever, in  the  prairie  provinces  of  Canada, 
and  to  a  lesser  extent  in  Australia,  a 
widesfpread  demand  for  lower  duties. 
This  demand  in  Canada  led,  in  1919,  to 
the  repeal  of  the  war  tax  of  5  per  cent 
ad  valorem  on  merchandise  admitted 
under  the  preferential  tariff,  and  to 
some  other  concessions  to  the  farmers, 
and,  in  1920,  to  the  repeal  of  the  i^  per 
cent  war  tax  on  non-preferential  mer- 
chandise. But  the  present  cabinet 
stands  firmly  for  an  upward  revision  of 
the  tariff;  the  commissioners  who  spent 
months  in  travel  throughout  the  coun- 
try heard  chiefly  demands  for  in- 
creased protection;  and  Canadian  his- 
tory makes  it  certain  that  the  United 
States  can  not  long  impose  duties  on 
Canadian  farm  products  and  increased 
rates  on  Canadian  manufactures  (which 
seems  to  be  the  prospective  Repub- 
lican policy)  without  finding  its  own 
products  subject  to  higher  rates  at  the 
Canadian  border.  It  is  obvious  to  any 
Canadian  protectionist  that  if  the  large- 
scale  industries  of  the  United  States 
need  further  protection,  much  greater 
is  the  need  of  Canadian  enterprises. 

In  South  Africa  there  has  been  some 
lowering  of  revenue  duties  on  articles 
not  produced  in  the  country,  and  some 
additions  of  raw  materials  to  the  free 
list.  But  a  strongly  nationalist  (partly 
anti-British)  feeling  in  South  Africa, 
combined  with  the  advance  in  indus- 
try, makes  an  extension  of  protection 
most  probable,  and  an  extension  of  th^ 


principle  of  imperial  preference  rather 
improbable.  Australia,  alone  of  the 
British  Dominions,  has  thoroughly  re- 
vised its  tariff  since  the  war.  The  new 
rates,  which  went  into  force  provi- 
sionally in  March,  1920,  have  extended 
the  range  and  raised  the  rates  even  of 
the  preferential  schedule  but  have 
increased  also  the  surtaxes  upon  non- 
preferential^  goods.  Ninety  manufac- 
tured articles  are  made  dutiable  for 
the  first  time.  The  object  is  not  only 
to  protect  industries  which  arose  dur- 
ing the  war,  but  also  to  promise  pro- 
tection to  some  which  it  i^  expected 
will  be  established  shortly.  For  this 
purpose  "deferred  duties"  are  pro- 
vided— ^to  go  into  effect  at  prescribed 
future  dates  unless  the  Minister  of 
Commerce  decides  that  the  industries 
are  not  yet  on  a  producing  basis.  The 
avowed  fum  is  to  make  Australia  self- 
sufficient  and  independent  of  long  lines 
of  communications,  insofar  as  her  raw 
materiak  provide  the  basis  for  self- 
sufficiency. 

In  India,  both  educated  and  unedu- 
cated, native  and  Anglo-Indian  opinion 
is  strongly  in  favor  of  protection,  and 
has  been  increasingly  insistent  for 
many  years  upon  the  adoption  of  this 
policy.  During  the  war  a  beginning 
was  made  in  raising  the  rate  on  cotton 
textiles  (the  most  important  product  of 
local  factories,  as  well  as  the  largest 
single  article  of  import)  from  Sj  to 
7j  per  cent  ad  valorem,  without  any 
corresponding  change  in  the  excise 
duty;  and  since  the  war  an  export  duty 
has  been  imposed  upon  raw  hides  and 
skins,  while  the  tanned  product  re- 
mains free.  Both  duties  are  frank  con- 
cessions to  protectionist  sentiment. 
Meanwhile,  the  establishment  of  self- 

^  For  a  discussion  of  the  intermediate  rates  of 
the  Australian  tariff,  see  Dr.  Wm.  S.  Cultetson's 
article  upon  "Eqvudiiy  of  Treatment  Among  Na^ 
tions  and  a  Bargaining  Tariff,*'  page  100  in  this 
volume. 
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government  is  the  avowed  objective  of 
British  rule  in  India,  and  a  long  step  in 
that  direction  is  represented  by  the 
constitution  of  1919,  which  is  now  being 
put  into  operation.  Under  the  rather 
vague  fiscal  provisions  of  this  plan  of 
reorganization,  it  will  probably  be  im- 
possible, as  was  recognized  in  the  Eng- 
lish parliamentary  debates,  for  the 
British  to  introduce  any  fiscal  policy 
which  is  heartily  opposed  in  India, 
while  the  situation  will  not  improba- 
bly so  develop  within  a  decade  or  two 
that  Indian  leaders  can  dictate  a 
change  of  policy  regardless  of  British 
opinion.  Tlieir  policy  will  doubtless  be 
protectionist,  but  two  uncertainties  re- 
main: (1)  the  extent  to  which  the  Indian 
leaders  wiU  attempt  when  in  power  to 
carry  out  the  ideas  expressed  when 
their  responsibiUty  was  less,  and  (2) 
the  extent  to  which  they  will  (assum- 
ing that  the  British  demand  special 
favors)  compromise  upon  the  granting 
of  preferential  rates  to  British  imperial 
products.  The  present  export  duty  on 
raw  hides  and  skins  illustrates  what  is 
likely  to  be  the  Indian  policy,  particu- 
larly in  the  transitions^  period,  when 
both  Indian  and  British  interests  can 
make  themselves  felt.^  This  duty  is 
levied  at  the  rate  of  15  per  cent  ad 
valorem  upon  all  exports  to  points  out- 
side of  the  empire,  but  at  the  rate  of 
only  5  per  cent  when  bonds  are  given 
that  the  tanning  will  take  place  within 
the  empire. 

.  In  the  United  Kingdom  two  points 
of  recent  tariflF  history  stand  out.  Dur- 
ing the  war  there  were  imposed — pri- 

^  An  c&aal  commission  has  lately  oome  to  the 
oondusion  that  India  is  likely  neither  to  gain  nor 
to  lose  much  by  the  adoption  of  a  policy  of  impe- 
rial preference;  this  leaves  the  way  open  from  an 
economic  point  of  view  for  the  adoption  of  a  plan 
embodying  a  general  system  of  protective  import 
and  export  duties  with  preferential  rates  for  the 
British  Empire — ^the  question  remains  whether 
the  pob'tical  situation  will  make  this  a  satisfac- 
tory compromise  to  the  Indian  Protectionists. 


marily  to  check  imports  of  luxuries — 
duties  of  3S|  per  cent  ad  valorem  upon 
clocks  and  watches,  passenger  auto- 
mobiles and  motorcycles,  musical  in- 
struments, and  at  specific  rates  upon 
cinematograph  films  and  matches. 
These  duties  have  been  maintained 
since  the  war  and  obviously  are  heavily 
protective.  The  maintenance  of  these 
duties  has  been  the  subject  of  much 
discussion,  and  is  optimistically  re- 
garded by  many  "tariflF  reformers"  as 
the  beginning  of  a  general  system  of 
protection.  Secondly,  by  the  budget 
bill  of  1919,  not  only  these  duties  but 
the  revenue  rates  upon  tea,  coffee, 
cocoa,  sugar,  dried  fruits,  tobacco  and 
•alcohoUc  beverages  were  reduced  in 
favor  of  colonial  products,  i.e.,  the 
principle  of  imperial  preference  was 
accepted  for  the  whole  of  the  limited 
tariff  schedules  of  the  United  Kingdom. 
The  immediate  effectiveness  of  these 
preferential  rates  has  been  unimpor- 
tant, since  Indian  and  Ceylon  teas  al- 
ready dominated  the  English  market, 
and  only  small  quantities  of  the  other 
dutiable  articles^  are  derived  from 
British  possessions.  The  significance 
Ues  in  the  acceptance  of  the  principle — 
which  the  Governor  of  Jamaica  has 
termed  the  "imperial principle" — ^that, 
however  free  different  parts  of  the  em- 
pire may  be  to  determine  their  tariff 
policies  and  rates,  a  preference  of  about 
one-third  shall  be  granted  to  imports 
from  other  parts  of  the  empire.  Char- 
acteristically, this  "imperial principle" 
has  not  been  forced  upon  the  crown 
colonies.  The  recent  extension  of  pref- 
erential tariffs  in  the  British  West 
Indies  is  clearly  a  reflection  of  Cana- 
dian rather  than  of  British  policy,  and 
in  nineteen  months  the  action  of  Great 
Britain  has  been  followed  only  by  the 

^  Except  cocoa  and  rum.  The  Chancdlor  of 
the  Exchequer  estimated  that  the  new  rates 
would  reduce  the  revenue  from  tea  by  £2,000,000, 
and  from  all  other  articles  by  £1,000,000. 
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introduction  of  a  general  preferential 
system  in  Cyprus,^  and  of  preferential 
export  duties  on  palm  kernels  from  the 
four  British  West  African  colonies,  on 
tin  ore^  from  Nigeria,  and  on  hides  and 
skins  from  India.  These  differential  ex- 
port duties  revive  a  long-abandoned 
mercantilist  policy,  the  reservation  of 
colonial  raw  materials  for  the  use  of  the 
mother  country.  The  general  exten- 
sion of  this  policy  to  the  enormous  re- 
sources of  the  British  Empire  would  al- 
most of  necessity  inaugurate  tariff 
wars,  if  not  more  open  hostiUties.  It 
is  too  soon,  however,  to  affirm  that  the 
British  free-traders  have  suffered  ulti- 
mate defeat.  They  have  strong  allies 
in  their  opposition  to  many  of  the 
duties  which  are  most  prominently 
suggested.  The  textile  and  other  con- 
suming industries  aggressively  opposed 
different  proposals  for  the  restriction  of 
the  importation  of  dyestuffs,  and 
finally  compromised  upon  a  licensing 
system  only  when  they  were  conceded 
a  large  representation  on  the  advisory 
board,*  with  whose  assistance  the  Board 
of  Trade  is  to  determine  what  dyes  can 
be  satisfactorily  produced  in  the 
United  Kingdom  and  what  are  to  be 
allowed  to  be  imported. 

Post- War  Reasons  for  Protection- 
ist Sentiment 

During  the  war  there  was  little  de- 
mand for  protection  and  few  were  the 
modifications  in  protective  tariffs,  ex- 
cept where  revenue  was  the  aim.  The 
beUigerents  controlled  trade  by  pro- 
hibitions,   embargoes,    licensing    and 

*  Preferential  rates  were  established  in  Malta 
also,  but  were  repealed  after  a  few  months. 

*  By  exception  differential  export  duties  had 
been  imposed  in  1908  upon  tin  ore  from  the  Fed- 
erated Malay  States. 

*The  Advisory  Board  is  composed  of  five 
representatives  of  the  industries  which  consume 
dyestuffs;  three  representatives  of  the  makers  of 
dyes;  and  three  representatives  of  the  public,  one 
of  the  last  being  chairman. 


rationing  systems,  requisitions  and 
government  monopoUes.  As  they  con- 
centrated their  energies  upon  the  strug- 
gle, and  as  shipping  became  scarce, 
they  permitted  the  importation  of  al- 
most nothing  which  could  be  produced 
at  home.  While  they  made  efforts  to 
maintain  "business  as  usUal,"  and  to 
keep  up  their  export  trade  to  balance 
the  necessary  imports,  the  neutrals  had 
difficulty  rather  in  obtaining  supplies 
than  in  protecting  their  markets 
against  competition.  To  state  it 
baldly,  during  the  war  there  was  no  for- 
eign competition;  abnormal  conditions 
afforded  complete  protection,  without 
recourse  to  tariffs.  These  conditions 
continued  after  the  armistice.  At  the 
close  of  hostilities  the  inability  of  man- 
ufacturers immediately  to  resume  op- 
erations on  their  previous  scale,  the 
enormous  demand  to  replenish  con- 
sumers' and  merchants'  stocks,  and 
the  continuance  of  government  con- 
trol over  many  lines  of  trade,  prev«ited 
the  rapid  development  of  the  feeling 
that  protection  was  needed.  An  au- 
tomatic measure  of  protection  was  in- 
deed afforded  by  the  great  advance  in 
land  and  ocean  freights,  a  protection 
frequently  brought  to  notice  in  mar- 
kets so  remote  from  industrial  Europe 
as  South  Africa  and  Australia.  But  as 
reconstruction  has  proceeded  and  man- 
ufacturers have  come  finally  to  find 
that  buyers  no  longer  press  upon  them, 
there  has  arisen  almost  a  world-wide 
demand  for  protection.  As  The  Econ- 
omist put  it,  traders  have  become  soft. 
"Now,  if  the  smallest  cloud  of  possible 
competition  is  seen  on  the  distant  hori- 
zon, there  arises  a  shriek  for  the  very 
stiffest  kind  of  protection."^  But  soft- 
ness and  other  psychological  factors 
supply  no  adequate  explanation;  and 
the  acquiescence  of  the  public  needs 
explanation — ^the  demands  of  the  man- 
ufacturers we  have  always  with  us. 

1  The  Economist,  Sept.  20,  1919,  p.  455. 
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For  a  while  the  belief  that  Germany 
had  great  stores  of  products  to  be 
"dumped"  abroad  alarmed  other  mar- 
kets. The  "war  after  the  war"  is  ap- 
pealed to  as  a  special  reason  for  pro- 
tection against  the  reviving  industries 
of  Germany.  There  is  ako  the  in- 
crease of  national  feeling,  the  hatred  of 
enemies,  and  the  suspicions  of  neu- 
trals, which  make  easy  the  apx)eal  for 
support  for  anything  which  can  rea- 
sonably be  denominated  a  national  in- 
terest. Manufacturers  naturally  real- 
ize acutely  their  own  difficulties  and 
the  increased  costs  under  which  they 
operate,  but  realize  only  vaguely  that 
costs  have  risen  on  a  similar  scale  in 
other  countries.  The  manufacturers  of 
those  countries  which  participated  in 
the  war  for  longer  periods  or  on  a 
greater  scale  feel  that,  as  compared  to 
manufacturers  in  the  United  States 
and  Japan,  to  say  nothing  of  neutral 
countries,  they  have  suffered  from 
more  violent  disturbances  and  are  sub- 
jected to  heavier  taxation.  The  belief 
that  the  United  States  grew  rich  from 
the  war  still  causes  resentment.  More 
specifically,  in  countries  whose  cur- 
rencies have  depreciated,  increased 
protection  is  demanded  in  order  to 
keep  imports  at  a  minimum  and  to  re- 
store exchange  rates;  but  where  cur- 
rencies stand  relatively  higher,  protec- 
tion is  urged  against  imports  from 
countries  to  which  cheaper  currencies 
are  alleged  to  give  the  advantage  of 
unduly  cheap  production.  The  rela- 
tive decline  of  specific  rates  of  duty 
(used  in  practically  all  protectionist 
countries,  other  than  the  United  States 
and  the  British  Dominions)  during  the 
rise  in  prices  has  supphed  a  plausible 
argument  for  an  advance  of  rates. 
The  realization  of  the  possible  conse- 
quences of  dependence  upon  a  foreign 
country  for  even  a  minor  article  such 
as  hosiery  needles,  and  the  revelation 
of  the  connection  between  the  dye  in- 


dustry and  modern  explosives,  has  led 
to  the  view  that  the  establishment  of 
many  "key  industries"  is  vital  to  na- 
tional safety.  In  Great  Britain  there 
is  in  addition  the  fait  accompli  of  pro- 
tective duties  imposed  during  the  war 
upon  a  few  manufactured  articles,  and 
there  is  the  feeling  that  the  Dominions 
have  earned  the  right  to  special  con- 
sideration in  imperial  policy,  specifi- 
cally to  the  imposition  of  protective 
duties  from  which  articles  of  colonial 
production  should  be  partially  or 
wholly  exempt.  In  the  same  way  Aus- 
traUan  ministers  referred  to  the  heavy 
sacrifices  of  Great  Britain  as  a  special 
reason  for  increasing  the  tariff  prefer- 
ence upon  British  goods.  On  the  other 
hand,  Continental  manufacturers  see 
in  the  modernization  and  reorganiza- 
tion for  mass  production  of  British  in- 
dustry, particularly  of  the  metal 
trades,  a  new  reason  for  protection. 

Significance  and  Difficulty  of 
Tariff  Readjustment 

The  significance  of  the  world-wide 
movement  for  the  increase  of  tariff 
rates  need  not  be  overestimated.  Mod- 
ifications in  revenue  tariffs — ^the  tariffs 
found  throughout  Asia,  Africa  and 
Latin  America,  with  the  exception  of 
Japan,  the  Union  of  South  Africa  and 
certain  colonies  of  Japan,  France  and 
the  United  States — are  of  importance 
only  to  the  consumers.  The  ministers 
of  finance  seldom  make  the  mistake  of 
advancing  rates  to  a  point  at  which 
consumption  is  seriously  curtailed. 
Export  duties  are  levied  almost  exclu- 
sively for  revenue;  in  few  instances 
outside  of  Europe  has  their  purpose 
been  protection  of  industry  or  conser- 
vation of  supplies.  With  some  excep- 
tions similar  to  those  already  noted, 
their  introduction,  reintroduction  or 
extension  show  only  the  regrettable  re- 
sults of  fiscal  necessities. 

Modifications  in  the  rates  of  protcc- 
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live  tariff  systems  may  also  be  unim- 
portant. These  systems  usually  in- 
clude numerous  revenue  duties,  but 
even  in  the  protective  rates,  (1)  modi- 
fications may  be  too  slight  in  amount, 
or  both  the  old  and  the  new  rates  may 
be  too  far  above  or  below  the  "differ- 
ence in  cost  of  production"  to  affect 
the  situation;  (2)  in  a  period  of  chang- 
ing conditions,  successive  modifications 
may  merely  maintain  the  status  quo, 
or  (8)  they  may  decrease  or  increase 
the  amount  of  protection,  making 
easier  or  more  difficult  the  entry  of 
competing  foreign  goods.  The  first 
kind  of  change  has  no  significance,  and 
the  second,  only  a  negative  impor- 
tance. Changes  of  rates  which  indicate 
the  adoption  or  extension  of  the  policy 
of  protection,  or  its  partial  or  entire 
abandonment,  are  alone  of  great  sig- 
nificance in  international  tariff  policy. 
Most  of  the  recent  changes  in  protec- 
tive tariff  systems  have  been  or  have 
been  intended  to  be  of  the  first  or  sec- 
ond of  the  kinds  enumerated,  and 
higher  tariff  rates  have  been  applied 
largely  on  the  ground  that  they  were 
necessary — ^that  in  a  period  of  increas- 
.  ing  prices  effective  protection  could  be 
maintained  only  by  advancing  therates. 
The  assertion  that  advancing  prices 
demand  the  scaling  up  of  specific  du- 
ties to  "their  [previous]  ad  valorem 
equivalent,  which  is  the  measure  of 
protection"  is  so  plausible  and  so  mis- 
leading that  it  calls  for  brief  considera- 
tion. Unfortunately,  even  ad  valorem 
duties  do  not  adjust  themselves  satis- 
factorily to  changing  conditions,  and 
the  scientific  readjustment  of  specific 
rates  is  no  such  child's  play  as  the 
quoted  assertion  would  indicate.  The 
most  that  can  be  said  for  the  assertion 
is  that  there  is  a  general  probability 
that  ad  valorem  duties,  or  specific  du- 
ties increased  pari  passu  with  the  rise 
of  prices,  will  maintain  or  increase  the 
effective  level  of  protection.  But  no 
general  rule  can  serve  as  a  guide  to  the 


proper  "measure  of  protection."  Each 
industry  requires  detailed  study.  As 
one  extreme,  a  rise  in  prices  will  make 
the  protection  of  some  tariff  schedules 
entirely  superfluous;  and  it  may  be 
noted  that  it  has  been  the  more  recent 
decline  in  prices,  and  not  the  great  rise 
between  1914  and  1920,  which  has  pro- 
duced the  demand  for  protection  in 
some  quarters.  In  schedules  affecting 
other  industries  it  may  be  found  that 
specific  duties,  not  unduly  large  to  be- 
gin with,  maintain  a  sufficient  measure 
of  protection  in  spite  of  a  doubling  or  a 
trebling  of  the  prices;  while  in  still 
other  schedules — ^the  other  extreme — 
a  proportionate  increase  of  the  duties 
may  prove  insufficient.  Not  only  each 
industry  but  each  period  must  be 
studied  in  making  a  scientific  tariff; 
for  instance,  a  rise  in  the  cost  of  flour 
due  to  a  wheat  shortage  presumably 
leaves  the  effectiveness  of  a  specific 
duty  unimpaired,  whereas  a  rise  due  to 
local  but  not  international  wage  in- 
creases presumably  requires  a  read- 
justment. These  observations  serve  to 
point  out  that  it  would  be  impossi- 
ble, except  by  the  combined  study  of  a 
staff  of  technical  and  economic  ex- 
perts, to  determine  the  protective  ef- 
fect of  many  recent  changes,  e.g.^ 
those  of  the  French  tariff. 

Indications  op  Future  Policies 

The  denunciation,  since  1917,  of 
most  of  Europe's  commercial  treaties, 
gives  a  free  hand  in  the  reconstruction 
period.  European  statesmen  are  now 
under  no  obligation  to  treat  long  lists 
of  foreign  countries  on  the  "most-fav- 
ored-nation" basis,  or  to  grant  to  cer- 
tain ones  the  minimum  tariff  rates  or 
to  refrain  in  certidn  cases  from  increas- 
ing the  rates  of  conventional  tariffs. 
The  slate  is  clean,  and  it  remains  to  be 
seen  whether  there  will  be  re-written 
in  large  degree  the  "most-favored-na- 
tion" provisions,  or  whether  discrimi- 
nations and  tariff  wars  are  to  prevail. 
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Present  indications  are  that  the  at- 
ten^>t  will  be  made  to  work  out  in  each 
country  a  flexible  system,  leaving  it 
free  to  change  its  policy  at  will  and  in 
all  respects.  A  striking  illustration  of 
the  desire  for  stronger  and  more  flexi- 
ble tariff  provisions  is  seen  in  the  Jap- 
anese anti-dumping  law  (July,  1920) 
which  provides  that  "in  case  of  immi- 
nent danger  to  industries  of  importance 
in  this  country  by  reason  of  imports 
of  goods  at  unreasonably  low  prices" 
the  Commission  on  Dumping  is  to  im- 
pose a  special  surtax,  not  exceeding 
the  difference  between  the  reasonable 
market  price  and  the  quoted  price.  In 
Australia  a  bill  is  pending,  whose  pro- 
visions are  somewhat  less  drastic,  and 
in  Great  Britain  and  elsewhere  there  is 
an  evident  disposition  on  the  part  of 
manufacturers  to  obtain  the  condem- 
nation, as  "dumping,"  of  all  importa- 
tions at  prices  which  th^  can  not 
meet.  That  is,  if  through  any  change 
of  conditions  at  home  or  abroad  the 
tariff  fails  even  temporarily  to  exclude 
important  importations  of  foreign 
goods,  they  would  have  them  stopped 
by  administrative  action.  The  desire 
for  greater  flexibility  is  seen  also  in  the 
new  intermediate  sdiedule  of  Australia 
and  in  the  authorization  (1918)  of  the 
French  government  to  concede,  in  ne- 
gotiating commercial  treaties,  rates 
between  those  of  the  general  and 
minimum  schedules. 

A  tendency  may  be  noted,  especially 
in  the  British  Dominions,  to  follow  the 
lead  of  the  United  States  in  establish- 
ing a  permanent  commission  for  the 
scientific  study  of  tariff  problems. 
Elsewhere  there  are  semi-permanent 
and  semi-political  conunissions  en- 
gaged in  tariff  revisions.  In  France 
the  co-efficients  of  increase  are  regu- 
lated by  a  large  inter-ministerial  com- 
mission. 

The  tendency  to  rely  upon  other  than 
tariff  measures  for  the  control  of  trade 
was  very  pronounced  during  the  war. 


when  embargoes,  prohibitions,  licenses, 
rationing  systems,  government  requisi- 
tions, monopolies  and  price  regula- 
tions were  relied  upon.  Even  the 
trade  of  neutrals  was  controlled 
through  their  need  of  allied  shipping 
and  of  bunker  coal  and  by  blacklisting 
and  financial  measures  of  various  kinds. 
To  a  considerable  degree  the  war  re- 
strictions persist  in  Europe,  though 
most  of  them  are  professedly  tempo- 
rary. 

Some  of  the  tendencies  toward  more 
drastic  control  of  trade  than  was  af- 
forded by  the  pre-war  tariff  systems 
are: 

(1)  The  protective  and  preferential  sys- 
tem in  regard  to  dyestuffs,  used  since  the 
war  in  the  British  Empire  and  now  the 
law  of  the  United  Kingdom,  is  a  general 
prohibition  tempered  by  the  licensing  of 
such  classes  of  imports  as  are  not  satis- 
factorily produced  within  the  empire.  It 
is  not  improbable  that  the  same  method  be 
applied  to  other  key  industries. 

(2)  Grovemment  fiscal  monopolies,  which 
have  concerned  chiefly  tobacco,  matches 
and  salt,  have  been  extended  to  new  ob- 
jects, especially  in  Italy. 

(S)  There  has  been  considerable  develop- 
ment of  direct  governmental  ownership  in 
competitive  industries.  The  British  Gov- 
ernment has  invested  millions  in  the  Anglo- 
Persian  Oil  Company,  in  the  British  Dye- 
stuffs  Corporation,  and  in  several  minor 
companies.  New  South  Wales  is  building 
ships;  Tasmania  is  developing  electrical 
power;  the  Australian  states  are  appar- 
ently about  to  organize  semi-governmental 
corporations  for  the  manufacture  of  wool- 
ens. The  Australian  government  also  is 
financing  and  handling  the  wheat  crop. 

(4)  Monopolistic  combinations  are  the 
order  of  the  day.  Since  the  war  huge  bank- 
ing and  industrial  amalgamations  have  suc- 
ceeded one  another  in  Europe,  some  of  them 
being  international  in  their  scope.  The 
(jerman  organizations  which,  at  the  out- 
break of  the  war,  were  found  in  control  of 
the  chemical  industries,  of  non-ferrous 
metals,  and  of  other  commodities,  were 
displaced  by  Allied  organizations  or  gov- 
ernments rather  than  disint^prated.   Corn- 
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bination  and  monopolization  have  meant 
and  will  mean  an  extension  of  government 
control. 

(5)  The  movement  for  the  nationaliza- 
tion of  coal  and  other  commodities  means 
the  substitution  of  direct  government  ac- 
tion for  that  of  individuals  or  combina- 
tions. Even  without  nationalization. 
Great  Britain  has  been  supplying  coal  at 
three  different  prices,  the  lowest  (said  to  be 
an  unprofitable  rate)  for  domestic  consump- 
tion, and  the  intermediate  for  allied  coun* 
tries.  Recent  international  agreements  in 
Eiurope  have  enimierated  the  kinds  and 
quantities  of  materials  or  manufactures 
which  the  parties  to  the  treaty  are  to 
exchange. 

(6)  Differential  export  duties,  which  have 
been  used  in  the  comparatively  unimpor- 
tant Portuguese,  Spanish  and  Italian  colo- 
nies, have  recently  been  extended  in  the 
British  colonies  in  a  new  and  menacing 
manner.  Following  the  policy  which  had 
been  abandoned  in  the  Philippine  Islands 
before  the  war,  the  Britbh  have  introduced 
in  certain  colonies  differential  export  du- 
ties on  important  raw  materials,  selecting 
those  in  which  they  have  a  more  or  less 
complete  monopoly.  In  some  cases  the 
rates  are,  or  were  expected  to  prove,  pro- 
hibitive, which  was  never  the  case  with  the 
Philippine  duties.  The  chief  point,  how- 
ever, about  these  duties,  is  that  their  ob- 
ject is  not  revenue  nor  is  it  the  control  of 
the  shipping  and  entrep6t  trade,  or  merely 
the  encouragement  of  general  trade  with 
the  mother  country;  but  the  object  is  to 
obtain  for  the  British  Empire,  insofar  as 
the  world  is  dependent  thereon  for  its  raw 
materials,  the  monopoly  of  the  industrial 
processes  of  tin  smelting,  expression  of 
palm  kernel  oil,  and  the  tanning  of  hides 
and  skins. 

To  conclude:  While  protectionist 
sentiment  has  been  greatly  increased 
by  the  war,  and  while  there  have  been 
increases  in  most  of  the  world's  tariffs 
within  the  last  two  years,  the  industrial 
and  protectionist  nations  whose  tariff 
policies  are  of  real  significance  have 
removed  restrictions  upon  their  free- 
dom of  action  without,  as  yet,  adopt- 
ing a  permanent  policy.  The  signs 
indicate  a  period  of  exaggerated  pro- 


tectionism, beginning  with  high  tariff 
rates,  proceeding  to  more  direct  and 
drastic  means  of  excluding  foreign  com- 
petition in  manufactured  articles,  and 
basing  itself  finally  upon  the  monopo- 
listic control  of  the  earth's  raw  mate- 
rials. The  explosive  featiu^  of  the 
situation  lies  in  the  extension  of 
international  monopolies  and  of  direct 
government  control  over  necessary  raw 
materials — coal,  oil,  iron,  non-ferrous 
metals,  fertilisers,  timber,  wool,  cotton, 
hemp,  jute,  hides  and  vegetable  oils. 
Because  of  its  enormous  extent  and  the 
number  of  materials  of  which  it  domi- 
nates the  world's  supply,  the  British 
Empire — which  was  aUowed  to  attain 
such  size  and  importance  largely  be- 
cause of  its  profession  and  enforcement 
of  a  free-trade  policy — presents  the 
crux  of  the  present  problem.  That  the 
right  of  a  sovereign  state  to  pursue  a 
monopolistic  policy  is  legally  unassail- 
able offers  no  solution,  for  some  of  the 
world's  most  momentous  conflicts  have 
grown  from  the  irreconcilabiUty  of  un- 
assailable legal  rights  with  widespread 
beliefs  in  natural  rights.  But  those 
excluded  will  not  have  to  base  their 
claims  to  participation  in  the  distribu- 
tion of  raw  materials  entirely  upon 
natural  rights.'  As  Sig.  Tittoni^  re- 
minded the  Council  of  the  League  of 
Nations,  the  Allies,  at  the  Economic 
Conference  of  Paris  in  1916,  promised 

^  La  Revue  de  Genke,  November,  1920.  Sig. 
Tittoni  says:  "One  may  wdl  ask  if  it  was  worth 
the  trouble  to  make  sach  a  fuss  before  and 
during  the  war  about  Crerman  'dumping'  to  at- 
tain after  the  war  a  system  of  excessive  pro- 
tectionism which  renders  more  unevoo  pre-exist- 
ing inequalities  [in  the  natural  resources  of 
nations]  and  creates  new  ones,  multiplying  the 
chances  of  rivalry  and  of  conflict  among  the 
nations."  After  reforing  to  Article  XXIQ  of 
the  League  Covenant,  he  exclaims:  "What  irony 
to  look  at  the  actual  regime  of  monopoly  and 
excessive  protection!  How  many  obstacles  and 
commercial  barriers!" 

It  is  hardly  necessary  to  state  that  the  prom- 
ise to  "open  their  markets"  had  nothing  to  do 
with  free  trade;  it  was  followed  merdy  hy  special 
concessions  to  the  trade  of  certain  bdligerenta. 
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to  cpen  their  markets  reciprocally,  and 
Article  XXm  of  the  Peace  Treaty 
guarantees  '"freedom  of  commimica- 
tions  and  of  transit,  and  equitable 
treatment  for  the  commerce  of  all 
members  of  the  League/' 


The  present  drift  is  toward  nar- 
row nationalistic  policies  and  the  re- 
sultant wars;  the  situation  demands  the 
united  consideration  and  cooperation 
of  the  world's  most  far-sighted  and 
broad-minded  statesmen. 


Discriminatory  Duties  on  Imports  in  American  Bottoms 


By  Abraham  Berolund 
United  SUtes  Tariff  Commiaskm 


DISCRIMINATORY  duties  on  fan- 
ports  carried  in  American  ves- 
sels have  been  a  feature  of  our  tariff 
legislation  from  the  establishment  in 
1789  of  a  national  policy  governing 
foreign  trade  to  the  present  time. 
During  much  of  this  period  such  duties 
have,  for  the  most  part,  been  rendered 
inoperative  by  reciprocal  treaties  with 
practically  all  the  conmiercial  countries 
of  the  world,  mutually  exempting  from 
such  discrimination  the  goods  carried 
in  the  vessels  of  the  contracting  nations^ 
or  by  provisions  in  the  laws  themselves 
excepting  from  their  enforcement  arti- 
cles imported  in  the  ships  of  countries 
levyuig  no  discriminatory  rates  against 
goods  carried  to  their  ports  in  Ameri- 
can bottoms.  The  Merchant  Marine 
Act  recently  passed  by  Congress  and 
signed  by  the  President  provides  for 
the  termination  of  treaties  or  conven- 
tions which  restrict  the  right  of  the 
United  States  to  impose  discriminatory 
duties  in  favor  of  imports  entering  this 
country  in  American  vessels.  The 
evident  purpose  of  this  enactment  is  to 
encourage  trade  in  American  bottoms 
as  a  means  of  protecting  and  enlarging 
our  mercantile  marine. 

While  discriminatory  legislation  of 
this  character  avowedly  aims  at  the 
establishment  and  upbuilding  of  a  na- 
tional mercantile  marine,  its  ultimate 
object  is  the  development  of  foreign 
commerce.    The  belief  that  trade  fol- 


lows the  flag  and  that  the  vessels  flying 
the  flag  of  a  country  are  agents  in  the 
development  of  its  conmierce  is  a  popu- 
lar and  deep-seated  one,  and  finds  pretty 
general  expression  in  the  commercial 
policies  of  the  leading  countries  of  the 
world  today.  It  is,  however,  in  large 
measure,  a  survival  of  a  period  when 
the  association  of  a  national  or  com- 
munal shipping  organization  with  the 
development  of  foreign  trade  was  nec- 
essarily closer  than  at  the  present  time, 
and  when  the  separation  of  the  func- 
tions of  conmion  carrier  from  those  of 
purely  mercantile  operation  had  not 
gone  so  far  as  they  have  today.  In  the 
Middle  Ages  the  "active"^  trade  of 
such  conmiercial  cities  as  Venice  and 
Genoa  and  of  the  towns  of  tlie  Hansea- 
tic  League  was  closely  connected  with 
their  shipping  policies.  Thus,  at  Venice 

*  In  mediaeval  commerce  "active**  trade  signi- 
fied the  carriage  of  goods  to  foreign  lands  and 
the  establishment  there  of  commercial  agencies. 
It  implied  the  control  of  the  transportation  of 
the  articles  of  conmierce  to  such  countries. 
Where  goods  were  carried  by  foreigners  to  one's 
city  or  country  and  commercial  transactions 
carried  out  by  foreign  agencies  the  trade  was 
characterized  as  "  passive.  **  The  trade  of  Venice, 
for  example,  with  Constantinople,  Beirut,  Alex- 
andria and  northwestern  Europe  was  active — ue., 
the  articles  of  commerce  were  carried  to  and 
from  these  places  in  Venetian  galleys  and  con- 
tracts made  through  Venetian  agents  at  these 
ports  or  regions.  The  overland  trade  of  Venice 
with  Germany  was  mainly  "passive,**  as  the 
German  brought  his  goods  to  the  city  and  carried 
on  his  transactions  at  the  Fondaco  dei  Tedetcki. 
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from  about  1300  to  1500  A.  D.  the  sail- 
ing of  the  Flanders  galleys  was  strictly 
regulated  by  the  Venetian  senate. 
Separate  voyages  were  as  a  rule  pro- 
hibited. This  regulation  was  practiced 
in  the  interest  of  safety,  both  as  a  pro- 
tection from  piracy  and  as  a  means  of 
mutual  help  in  case  of  accident.  It 
was  also  a  feature  of  the  politics  of  a 
community  whose  economic  basis  was 
foreign  trade.  The  galleys  that  carried 
the  articles  of  commerce  were  as  much 
a  part  of  the  city's  trading  operations 
as  was  the  sale  of  the  articles  them- 
selves. 

With  the  growth  of  the  large  com- 
mercial companies  of  the  fifteenth,  six- 
teenth and  seventeenth  centuries  in 
England,  Prance  and  the  Netherlands, 
the  close  association  of  shipping  and 
foreign  trade  persisted,  largely  because 
vessel  operation  and  commerce  were 
carried  on  by  the  same  people.  The 
merchants  belonging  to  such  organiza- 
tions as  the  Eastland  Company,  the 
Merchant  Adventurers,  the  Levant 
Company  and  the  various  East  India 
companies,  either  individually,^  or 
through  these  organizations,  owned  the 
vessels  that  carried  their  goods.  It  was 
on  account  of  this  association,  as  well 
as  on  accoimt  of  the  growth  of  economic 
nationalism  or  mercantilism,  that  the 
Navigation  Acts  became  such  a  prom- 
inent feature  of  the  conmierdal  policy 
of  England  in  the  seventeenth  and 
eighteenth     centuries.     These     acts, 

^  It  should  be  remembered  in  this  comiection 
that  most  of  these  commercial  concerns  began  as 
"regulated"  companies,  ix.,  as  associations  of 
individuals  who  had  been  granted  charters  by 
their  governments  giving  them  as  an  association 
certain  exclusive  privileges  for  carrying  on  trade 
between  the  home  country  and  certain  foreign 
lands.  The  members  of  these  associations,  how* 
ever,  carried  on  their  trading  operations  severally, 
losing  or  gaining  as  individuals.  Eventually  the 
"regulated"  company  evolved  into  a  joint  stock 
company.  The  English  East  India  Company 
began  its  existence  as  a  "regulated"  company 
but  adopted  the  joint  stock  company  principle 
in  1612. 


among  other  things,  restricted  or  ta- 
booed the  carriage  of  articles  of  com- 
merce to  or  from  England  in  foreign 
vessels.  TheBritish  mercantile  marine, 
as  far  as  possible,  was  to  perform  this 
function.  It  must,  therefore,  be  fos- 
tered, not  only  because  it  would  obviate 
the  necessity  of  paying  foreigners  for 
the  transportation  of  English  goods, 
but  also  because  a  large  national  mer- 
cantile marine  meant  an  extensive 
foreign  trade. 

English  Navigation  Acts 

Before  discussing  the  provisions  con- 
tained in  American  tariff  acts  discrim- 
inating against  goods  imported  in 
foreign  vessels  a  few  observations 
should  be  made  concerning  the  Eng- 
lish Navigation  Acts,  as  certain  feat- 
ures of  these  acts  have  been  embodied 
in  our  own  legislation.  The  begin- 
nings of  the  English  Navigation  Acts 
antedate  by  some  centuries  the  de- 
velopment of  mercantilism  as  a  na- 
tional policy.  The  earliest  of  these 
laws  go  back  to  1381  and  1390.  They 
ordained  that  no  merchandise  should 
be  shipped  out  of  the  realm  except  in 
British  ships  on  pa3rment  of  forfeiture. 
These  laws  and  their  successors  till 
about  the  middle  of  the  seventeenth 
century  remained  for  the  most  part 
unenforceable.  The  great  Navigation 
Act  of  1651,  passed  under  Cromwell 
and  umed  primarily  at  the  shipping 
and  commercial  interests  of  the  Nether- 
lands, stands  out  as  a  landmark  in 
British  commercial  history.  This  well- 
known  act  provided  among  other 
things  that  all  products "'  of  the  growth, 
production,  or  manufacture  of  Asia, 
Africa  or  America,  or  any  part  there- 
of ...  as  well  of  the  English 
plantations  as  others"  should  be  im- 
ported into  England  or  its  territories 
only  in  British-built  and  British- 
manned  vessels.  Articles  grown  or 
made  in  Europe  could  be  shipped  to 
England  only  in  the  vessels  of  the  pro- 
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ducing  oouDtry  or  in  British  ships,  ex- 
cept silks  transported  overland  to  the 
northwestern  coast  of  the  continent.^ 

Later  navigation  acts  added  to  the 
monopoly  of  shipping  that  of  colonial 
commerce  and  markets.*  These  acts 
with  certain  modifications  practically 
continued  in  force  down  to  the  time  of 
the  American  Revolution.  The  loss  of 
her  American  colonies  combined  with 
a  gradual  change  from  the  mercantile 
istic  attitude  toward  foreign  trade  re- 
sulted in  a  freer  shipping  policy  on  the 
part  of  England,  although  discrimina- 
tion against  foreign  vessels  and  the 
goods  carried  in  such  vessels  continued 
for  several  decades  into  the  nineteenth 
century. 

American  tariff  legislation  began 
while  the  spirit  of  the  Navigation  Acts 
still  influenced  British  statesmen. 
While  the  first  acts  w^re  modest  com- 
pared with  more  recent  legislation  in 
the  duties  they  exacted  from  imported 
articles,  discriminatory  rates  were  im- 
posed in  the  interest  of  goods  carried  in 
American  bottoms.  The  ostensible 
purpose  of  these  provisions  was  the 
upbuilding  of  the  American  merchant 
marine,  which  in  colonial  times  had 
formed  a  considerable  fraction  of  the 
entire  British  shipping.'  In  the  words 
of  Chancellor  Kent: 

The  United  States  have  imitated  the  policy 
of  Ebgland  and  other  commercial  nations 

^  Macpheraon,  AnnaU  of  Commerce,  II,  pp. 
442-444.  Lindsay,  Merchant  Shipping  and 
Ancient  Commerce,  H,  p.  188. 

*  The  Navigatioii  Acts  did  not  interfere  with 
colonial  ship-building  and  shipping.  In  fact,  they 
rather  tended  to  foster  these  industries.  It  was 
the  regulations  with  reference  to  enumerated  and 
non-enumerated  commodities,  to  trade  with  the 
West  Indies,  and  to  the  manufactures  permitted 
in  the  colonies  that  made  these  acts  so  irritating 
to  the  settlers  in  the  New  World. 

*  At  the  time  of  the  outbreak  of  the  American 
Revolution  about  one-third  of  the  British  ship- 
ping engaged  in  foreign  trade  was  colonial  built 
Bogart,  Eeonomie  Hietarycfihe  United  Statee,  p. 
95;  Alan  Beer,  Commercial  PoUey  qf  England 
toward  the  American  Cdomee,  Chapten  ^-8. 


in  conferring  peculiar  privil^es  upon  Am- 
erican-built ships  and  owned  by  our  own 
citizens.  The  object  of  the  Registry  Acts 
is  to  encou^e  oiur  own  trade,  navigation 
and  shipbuilding  by  granting  peculiar  or 
exclusive  privileges  of  trade  to  the  flag  of 
the  United  States,  and  by  prohibiting  the 
communication  of  these  immunities  to  the 
shipping  and  mariners  of  other  coimtries.^ 

American  Tariff  Acts 

The  first  general  tariff  act,  passed  by 
Congress  in  July,  1789,  provided  for  a 
10  per  cent  discount  in  rates  below  the 
general  import  duties  where  goods 
from  ^foreign  countries  were 

imported  in  vesseb  built  in  the  United 
States,  and  which  shall  be  wholly  the  prop- 
erty of  a  citizen  or  citizens  thereof,  or  in 
vessds  built  in  foreign  countries,  and  on 
the  sixteenth  day  of  May  last,  wholly  the 
property  of  a  citizen  or  citizens  of  the 
United  States,  and  so  continuing  until  the 
time  of  importation.* 

In  addition  to  this  discrimination  the 
Act  of  1789  gave  the  maximum  protec- 
tion to  American  shipping  engaged  in 
the  trade  with  the  Orient.  An  import 
duty  ranging  from  6  to  20  cents  per 
poimd  was  imposed  on  tea  when 
shipped  directly  from  India  or  China  in 
American  bottoms.  When  transported 
from  Europe  to  the  United  States  in 
American  vessels,  the  corresponding 
rates  ranged  from  8  to  26  cents  per 
pound.  The  duties  on  tea  shipped  in 
foreign  vessels  ranged  from  15  to  45 
cents  per  poimd.  All  other  Oriental 
products  carried  to  the  United  States 
in  foreign  bottoms  bore  a  duty  of  19\ 
per  cent  ad  valorem,  which  was  about 
double  the  rates  imposed  on  the  corre- 
sponding goods  transported  in  Ameri- 
can vessels.* 

On  account  of  the  lack  of  suflScient 
revenue  from  the  duties  imposed  by 
the  Act  of  1789  material  increases  were 
made  in  the  rates  prescribed  by  the 

^  Kent,  Commentaries,  HI,  p.  1S9. 
*  Act  of  July  4, 1789»  see.  5. 
*Ihid„mc,l. 
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law  of  1790.  Similar  preferential  du- 
ties were  prescribed  on  Oriental  goods 
shipped  direct  to  the  United  States  in 
American  bottoms  as  in  the  Act  of 
1789.  A  notable  change  in  the  latter 
law  was  the  substitution  of  a  10  per 
cent  addition  to  the  general  rates  on 
^oods  "imported  in  ships  or  vessels  not 
of  the  United  States,  except  in  the 
cases  in  which  an  additional  duty  is 
hereinbefore  specially  laid  on  any 
goods,  wares,  or  merchandises,  which 
shall  be  imported  in  such  ships  or 
vessels"^  for  a  10  per  cent  reduction 
on  articles  imported  in  American  bot- 
toms. This  10  per  cent  addition  to  the 
normal  rates  in  the  case  of  imported 
merchandise  carried  in  foreign  vessels 
was  also  provided  for  in  the  laws  of 
1792*  and  1794.» 

In  addition  to  these  higher  duties  on 
imports  transported  in  foreign  ships 
legislation  was  enacted  imposing  dis- 
criminatory tonnage  taxes  on  the 
vessels  themselves.  In  1789  these 
tonnage  dues  were  6  cents  per  ton  on 
vessels  built  and  owned  in  the  United 
States  or  on  foreign-built  vessels  owned 
on  and  after  May  29,  1789;  30  cents 
on  ships  thereafter  constructed  in  the 
United  States  but  partly  or  wholly 
owned  by  foreigners;  and  on  all  other 
shipping,  50  cents  per  ton.^  In  1804  a 
light-money  tax  of  50  cents  per  ton 
was  imposed  on  foreign  vessels,  and 
this  rate  was  increased  to  $1.50  per  ton 
in  1812.  Like  the  discriminatory  du- 
ties against  goods  shipped  in  foreign 
vessels  these  added  tonnage  and  light- 
money  taxes  on  the  vessels  themselves 
were  later  rendered  inoperative  by 
reciprocal  treaties. 

From  1794  to  1815  the  addition  of  a 
10  per  cent  duty  to  the  normal  rates  on 
goods  imported  in  foreign  vessels  re- 

»  Act  of  August  10,  1790,  sections  1  and  2. 
»  Act  of  May  2,  1792,  sec.  5. 
»  Act  of  June  7.  1794.  sec.  4. 
« Act  of  July  20.  1789. 


mained  a  feature  of  our  tariff  laws. 
Exceptions,  however,  were  made  in  the 
case  of  merchandise  belonging  to  Brit- 
ish subjects  and  brought  into  the  ports 
of  the  United  States  on  the  northern 
and  northwestern  frontiers  and  similar 
importation  into  the  ports  on  the 
Mississippi  River  or  its  branches  from 
"New  Orleans  and  other  parts  of 
Louisiana  and  Florida."  Such  mer- 
chandise paid  the  same  rates  of  duty 
whether  carried  in  American  or  foreign 
vessels.*  After  the  purchase  of  Lou- 
isiana in  1803  goods  carried  in  French 
and  Spanish  ships  were  similarly  priv- 
ileged in  the  ports  of  Louisiana  for  a 
period  of  12  years  from  the  ratification 
of  the  treaty  ceding  this  territory  to 
the  United  States.* 

The  trade  relations  between  England 
and  the  United  States  during  this  period 
were  strained,  largely  on  account  of  the 
troubles  growing  out  of  the  French 
Revolution  and  the  rise  of  Napoleon. 
Until  1797  the  trade  between  this 
country  and  Great  Britain  was  not  on 
a  permanent  footing  but  regulated  by 
Orders  in  Council,  and  this  regulation 
caused  considerable  uncertainty.  An- 
other source  of  irritation  to  Americans 
was  the  failure  to  admit  American 
vessels  into  the  British  West  Indies. 
The  Jay  Treaty,  signed  by  Lord  Gren- 
ville  and  John  Jay  in  November,  1794, 
but  not  made  effective  until  1797,  was 
an  attempt  to  remedy  this  situation.* 
The  commerce  between  Great  Britain 
and  the  United  States  was  put  on  a 
more  permanent  basis,  American  ships 
being  allowed  to  carry  into  Great  Brit- 
ain sucji  produce  of  their  own  states  as 
was  admissible  in  English  vessels.  A 
tonnage  duty  was  levied  against  Amer- 
ican vessels  and  discriminating  tariff 
rates  on  goods  carried  on  them  "in  or- 

»  Act  of  May  1.  180«. 
»  Act  of  February  24,  1804. 
*  Lindsay,    Merchant   Shipping   and   Aneieni 
Commerce,  II,  p.  354  and  III,  pp.  60,  61. 
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der  to  countervail  any  duties  levied  on 
goods  imported  into  the  United  States 
by  British  ships. "  With  reference  to 
commerce  between  the  United  States 
and  the  British  West  Indies,  the  treaty 
provided  only  for  the  admission  into 
the  ports  of  the  latter  islands  of  Ameri- 
can vessels  not  exceeding  seventy  tons 
burden.  Such  vessels  were  allowed  to 
carry  "articles  of  United  States  produce 
as  were  not  generally  prohibited," 
and,  at  the  same  time  permitted  to 
export  therefrom  to  the  United  States 
any  produce  of  the  West  Indies  legally 
exportable  thereto  in  British  vessels.^ 
A  curious  proviso  was  appended  to  this 
clause: 

That  this  liberty  only  extends  to  a  direct 
mtercourse  between  the  British  West  Indies 
and  the  ports  of  the  United  States  and  the 
United  States  engage  to  prohibit  the  car- 
riage of  molasses,  sugar,  coffee,  cocoa,  or 
cotton*  in  American  vessels,  either  from  his 
Majesty's  dominions  or  from  the  United 
States  to  any  other  part  of  the  world. 

This  treaty  though  ratified  by  Con- 
gress caused  greatdissatisfaction  among 
the  American  people,  partly  because  of 
its  failure  to  provide  against  certain 
abuses  which  eventually  led  to  the  War 
of  1812  and  partly  on  account  of  some 
of  the  provisions  above  stated  giving 
undue  advantage  to  English  merchants 
and  shipping  companies.  The  arrange- 
ment with  regard  to  the  opening  of  the 
trade  with  the  West  Indies  appears  to 
have  fallen  to  the  ground.  A  later 
treaty  in  1806  contained  a  recital  that 
the  high  contracting  parties  had  been 
unable  to  arrange  the  terms  on  which 

^lindflay,  MereharU  Shipping  and  Ancient 
Commerce,  III,  pp.  60,  61. 

•  TTic  provision  with  regard  to  cotton  in  this 
treaty  has  excited  much  comment.  It  should  be 
remembered,  however,  that  cotton  did  not  be- 
come an  important  article  of  American  export 
until  some  years  after  the  invention  of  the  cotton 
gin  in  1793.  The  great  importance  of  American 
cotton  was  not  realized  until  several  years  after 
the  signing  of  this  treaty. 


the  commerce  between  the  United 
States  and  the  West  Indies  was  to  be 
carried  on. 

In  1815  a  new  step  was  taken  in 
shipping  legislation  by  estabUshing  re- 
ciprocal liberty  of  commerce.  That 
year  a  law  was  passed  repealing 

so  much  of  the  several  acts  imposing  duties 
on  the  tonnage  of  ships  and  vessels,  and  on 
goods,  wares  and  merchandise  imi>orted 
into  the  United  States,  as  imi>ose  a  discrim- 
inating duty  of  tonnage  between  foreign 
vessels  and  vessels  of  the  United  States,  and 
between  goods  imi>orted  into  the  United 
States  in  foreign  vesseb  and  vessels  of  the 
United  States. 

This  repeal  was  to  take  efifect 
whenever  the  President  of  the  United  States 
shall  be  satisfied  that  the  discriminatory  or 
countervailing  duties  of  such  foreign  nation, 
so  far  as  they  operate  to  the  disadvantage 
of  the  United  States,  have  been  abolished.* 

In  accordance  with  this  act  a  treaty 
with  England  a  few  months  later  pro- 
vided that  no  discriminatory  tonnage 
taxes  or  import  duties  should  be  levied 
against  the  vessels  of  either  country  or 
their  cargoes.* 

The  treaty  with  England  abolished 
differential  duties  and  tonnage  taxes 
only  in  the  case  of  the  direct  trade  be- 
tween the  contracting  parties.  Where 
the  vessels  of  either  nation  touched  the 
ports  of  a  third  country  and  took  on 
additional  cargoes  they  were  again 
subject  to  discriminatory  rates.  The 
ports  of  the  British  West  Indies  too  re- 
mained practically  closed  to  American 
vessels.  For  the  next  fifteen  years 
various  negotiations  were  entered  into 
for  the  purpose  of  allowing  goods  to  be 
carried  between  this  country  and  the 
British  West  Indian  and  South  Ameri- 
can possessions  in  British  and  Ameri- 
can vessels  on  the  same  terms.  The 
conduct  of  these  negotiations  was  ac- 
companied with  many  irritating  inci- 

»  Act  of  March  3, 1815.    S.  L.  Ill,  chap.  Ixxvii. 
*  Lindsay,  III,  pp.  60,  61. 
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dents  and  in  18£3  Congress  authorized 
the  President  to  prohibit  all  trade  and 
intercoiu-se  with  the  British  possessions 
in  America.^  In  May,  1830,  Congress 
passed  a  law  giving  the  President  the 
power  to  open  the  ports  of  the  United 
States  to  British  vessels  on  the  same 
terms  as  American  vessels  whenever  he 
should  have  "evidence  that  Great  Brit- 
ain would  open  the  ports  of  her  colonial 
possessions  in  the  West  Indies,  South 
America  and  the  Bermudas  for  a  lim- 
ited or  indefinite  time  to  United  States 
ships  at  the  same  rates  of  impost  and 
tonnage  and  with  the  same  cargoes  as 
British  vessels,"  and  allow  exports 
from  these  possessions  to  any  other 
country  in  American  vessels  on  the 
same  terms.*  In  November  of  the  same 
year  a  British  Order  in  Council  was 
issued  repealing  various  earlier  orders 
restricting  the  rights  of  American 
vessels  and  authorizing  them  to  carry 
goods  to  and  from  the  British  posses- 
sions mentioned  on  the  same  terms  as 
English  vessels.  One  result  of  the 
opening  of  the  British  West  Indies  to 
American  vessels  was  a  great  increase 
in  trade.  Imports  from  these  islands 
in  1830  amounted  to  only  $1 ,901 .'  In 
1840  they  had  increased  to  $^,965,585. 
While  the  matter  of  discriminatory 
duties  and  tonnage  taxes  in  the  Britbh 
West  India  trade  was  being  settled, 
conditions  were  shaping  themselves  for 
a  more  liberal  policy  with  reference  to 
foreign  shipping  generally.  The  law  of 
1815  and  subsequent  acts  up  to  18^ 
applied  only  to  the  direct  trade  between 
this  and  the  foreign  countries  with 
which  we  had  reciprocal  treaties.    In 

^Act  of  March  1,  1823.  Proclamation  pro- 
hibiting this  trade  was  issued  March  17,.  1827. 

>  Act  of  May  29, 1830. 

*  This  limited  trade,  of  course,  was  due  to  the 
restrictions  put  upon  it  in  the  United  States  on 
account  of  the  failure  of  Great  Britain  to  allow 
merdiandise  to  be  exported  from  the  islands  in 
American  vessels  on  the  same  terms  as  British 
vessels. 


accordance  with  the  spirit  of  the  Eng- 
lish Navigation  Acts,  which  limited  the 
European  trade  to  British  vessek  or 
the  vessek  of  the  country  producing 
the  goods  and  wares  which  formed  their 
cargoes,  foreign  ships  carrying  goods 
to  the  United  States  which  were  not  of 
the  production  of  the  country  whos& 
flags  they  flew  were  subject  to  discrim- 
inatory imposts  and  tonnage  dues.  In 
1828,  in  conformity  with  an  act  of  Con- 
gress, the  practice  of  applying  these 
reciprocity  treaties  and  exemptions 
only  to  vessels  engaged  in  the  direct 
trade  was  definitely  abandoned. 

After  the  passage  of  the  laws  of  1815, 
18^  and  18S0  treaties  were  negotiated 
with  practically  all  the  maritime  coim- 
tries  of  the  world  exempting  from  dis- 
criminatory duties  the  cargoes  trans- 
ported in  the  vessels  of  the  several 
contracting  nations.  As  a  consequence 
the  clauses  of  later  tariff  acts  providing 
for  a  10  per  cent  increase  over  the 
general  rates  of  duty  where  the  im- 
ported product  enters  the  United 
States  in  foreign  vessels  have  been  of 
no  practical  importance.  For  over 
three-quarters  of  a  century  goods  pro- 
duced in  foreign  countries  have  for  the 
most  part  been  subject  to  the  same 
customs  duties,  regardless  of  whether 
they  have  come  in  vessels  of  American 
or  foreign  registry. 

Various  reasons  have  been  assigned 
for  the  abandonment  of  this  form  ci 
protection  to  American  shipping.  It 
has  been  suggested  that  Congress  evi- 
dently believed  that  the  American 
merchant  marine  had  reached  a  point 
where  it  no  longer  needed  this  protec- 
tion. It  has  also  been  urged  that  for- 
eign commerce,  while  continuing  to 
increase,  was  becoming  relatively  less 
important  than  the  domestic  trade. 
With  the  diversion  of  much  American 
capital  to  works  of  internal  improve- 
ment and  domestic  manufacture  it  has 
been  claimed  that  public  interest  in 
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the  merchant  marine  declined,  and  a 
gradual  modification  of  the  tariff  pol- 
icy in  the  int^^st  of  home  industries 
ensued.^ 

While  these  reasons  were  factors  in 
the  situation  they  were  not  in  the  judg- 
ment of  the  writer  the  most  important. 
It  is  true  that  in  the  early  decades  of 
the  nineteenth  century  there  was  great 
confidence  in  the  ability  of  the  Ameri- 
can mercantile  marine  to  meet  foreign 
competition  without  any  protection — 
a  confidence  which  remained  strong 
until  after  the  Civil  War.  An  increas- 
ing amount  of  American  capital  was 
sAso  going  into  other  industrial  chan- 
nels. There  was  furthermore  some 
movement  after  1815  in  the  direction 
of  protection  to  home  manufactures. 
The  confidence  in  the  competitive 
strength  of  American  shipping,  how- 
ever, went  back  to  colonial  times  and 
was  not,  therefore,  the  growth  of  the 
second  and  third  decades  of  the  nine- 
teenth century.  While  capital  was 
indeed  being  invested  in  other  indus- 
tries a  sufficient  amoimt  went  into 
the  maintenance  and  upbuilding  of  the 
national  mercantile  marine  to  give  the 
United  States  about  one-third  of 
the  world's  vessel  tonnage  just  before 
the  outbreak  of  the  Civil  War.  The 
change,  too,  in  tariff  policy  after  1815 
in  the  direction  of  protection  reached 
a  climax  when  the  Act  of  18^  was 
passed,  after  which  the  general  move- 
ment until  1861  was  in  the  direction  of 
reduced  duties  and  freer  trade. 

Growth  op  the  American  Mer- 
CANTHiE  Marine 

The  growth  and  maintenance  of  the 
American  mercantile  marine  were 
partly  dependent  upon  a  policy  of 
equitable  treatment  in  foreign  ports. 
The  discriminatory  duties  and  tonnage 

'  These  reasoxis  are  mentioned  in  Jolmflon  and 
Horimer,  PrineipU*  of  Ocean  TfOMporiatum,  p. 
418. 


taxes  levied  against  American  shipping 
by  England,  both  in  Great  Britain  and 
in  the  British  West  Indies,  were  keenly 
felt  and  resented  in  this  country.  It 
was  the  realization  of  the  seriousness 
of  such  a  handicap  that  led  to  the 
adoption  of  the  policy  of  reciprocal 
liberty  in  the  United  States. 

The  policy  of  exempting  from  addi- 
tional tariff  duties  the  cargoes  of 
vessels  belonging  to  such  foreign 
countries  as  granted  corresponding 
favors  to  the  goods  carried  in  American 
bottoms  continued  till  the  passage  of 
the  Merchant  Marine  Act  of  1920. 
During  the  intervening  period  follow- 
ing the  adoption  of  this  policy  of  recip- 
rocal liberty,  tariff  laws  generally  con- 
tained a  section  or  paragraph  imposing^ 
an  additional  10  per  cent  duty  on  all 
goods  imported  in  vessels  of  foreign 
registry,  but  with  the  proviso  that  the 
additional  duty  should  not  apply  to 
''goods,  wares  and  merchandise,  im- 
ported in  ships  or  vessels  not  of  the 
United  States,  entitled  by  treaty,  or  by 
any  act  or  acts  of  Congress,  to  be  en- 
tered in  the  ports  of  the  United  States, 
on  payment  of  the  same  duties  as  are 
paid  on  goods,  wares  and  merchandise 
imported  in  ships  or  vessels  of  the 
United  States."^  A  further  discrim- 
inatory rate  of  10  per  cent  was  some- 
times imposed  on  imported  merchan- 
dise coming  from  any  port  or  place  east 
of  the  Cape  of  Good  Hope  in  foreign 
vessels,  subject,  however,  to  the  usual 
exemptions  by  treaty  or  Congressional 
enactment.* 

In  addition  to  the  discriminatory 
provisions  mentioned  there  is  still  in 
recent  tariff  laws  the  enactment, 
that  no  goods,  wares,  or  merchandise, 
unless  io  cases  provided  for  by  treaty,  shall 
be  imported  into  the  United  States  from 

1  Act  of  April  27, 1816  and  following  tariff  acU 
including  that  of  191S. 

*  Act  of  Aug.  80,  1842,  sec  11;  Aug.  5, 1861, 
sec  S;  June  80, 1864,  sec  17. 
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any  port  or  place,  except  in  vesseb  of  the 
United  States,  or  in  sudi  foreign  vesseb  as 
truly  and  wholly  belong  to  the  citizens  or 
subjects^f  that  country  of  which  the  goods 
are  the  growth,  production  or  manufacture, 
or  from  which  such  goods,  wares^  or  mer- 
chandise can  only  be  or  nK>st  usually  are, 
first  shipped  for  transportation.^ 

The  penalty  for  violation  of  this  pro- 
vision is  forfeiture  of  vessel,  cargo, 
tackle,  etc.  This  law  like  the  preceding 
is  subject  to  the  usual  exemptions  by 
treaty  or  special  acts  of  Congress. 
The  provision  is  of  no  practical  im- 
portance, but  is  interesting  as  a  sur- 
vival of  the  spirit  of  the  Navigation 
Acts. 

The  American  merchant  marine 
continued  to  be  an  important  factor  in 
the  world  trade  up  to  the  time  of  the 
Civil  War.  Certain  contemporaneous 
changes  in  the  building  and  operation 
of  ocean  vessels*  were  slowly  undermin- 
ing the  strength  of  American  shipping, 
at  least  that  part  of  it  engaged  in  in- 
ternational trade.  From  the  close  of 
the  Civil  War  till  after  the  outbreak  of 
the  World  War  the  merchant  marine 
of  the  United  States  was  a  relatively 
insignificant  influence  in  international 
commerce.  Before  1914,  however, 
there  was  a  marked  revival  of  interest 
in  this  country  in  shipping,  with  many 
proposals  for  encouraging  its  develop- 
ment. In  the  Tariff  Act  of  1913  there 
was  in  addition  to  the  usual  provision 
for  a  10  per  cent  increase  of  duties  over 
normal  rates  on  articles  imported  in 
foreign  vessels  another  clause  granting 
a  discount  of  5  per  cent  "on  such 
goods,  wares  and  merchandise  as  shall 
be  imported  in  vessels  admitted  to  reg- 
istration under  the  laws  of  the  United 

»Acts  of  Oct.  1,  1890,  sec.  18;  Aug.  i27, 
1894,  sec.  15;  July  24, 1897,  sec.  23;  Aug.  5, 1909, 
sec.  16;  Oct.  S,  1913,  sec.  4J,  subsection  2. 

*  These  changes  were  concerned  with  the  sub- 
stitution of  iron  and  later  steel  for  wood  in  the 
construction  of  ships  and  steamships  for  sailing 
vessels. 


States"  accompanied  with  the  usual 
proviso  in  regard  to  treaties.^  While 
no  discounts  imder  this  clause  have 
been  granted  to  imported  articles  car- 
ried in  American  vessels,^  the  insertion 
of  this  subsection  in  the  Act  of  1913  is 
some  indication  of  the  rising  influence 
of  shipping  interests. 

The  World  War  gave  a  great  im- 
petus to  the  growth  of  the  American 
mercantile  marine.  From  June,  1914 
to  June,  1919,  according  to  Lloyd's 
Register  of  Shippingy  it  increased  from 
about  5,500,000  gross  tons  to  13,091,- 
773  gross  tons,'  and  in  June,  1920, 
amounted  to  16,049,289  gross  tons. 
Most  of  this  great  development  has 
taken  place  in  that  part  of  our  shipping 
engaged  in  foreign  conmierce.  The 
movement  to  conserve  this  growth  and 
maintain  on  the  high  seas  the  position 
attained  during  the  war  resulted  in 
the  passage  in  1920  of  the  Merchant 
Marine  Act.  Among  its  several  pro- 
visions for  the  development  and  main- 
tenance of  American  shipping  is  the 
following: 

Sec.  34.  That  in  the  judgment  of  Con- 
gress,  articles  or  provisions  in  treaties  or 

1  Act  of  Oct.  S,  1918,  sec.  4J,  subsections  1 
and  7. 

'  The  question  arose  whether  or  not  a  6  per 
cent  discount  should  not  be  allowable  on  all  goods 
carried  in  American  vessels  and  vessels  of  foreign 
countries  with  which  we  had  reciprocal  treaties. 
It  was  held  by  the  Supreme  Court  of  the  United 
States  that  the  provision  was  operative  only 
when  goods  came  in  vessels  of  countries  with 
which  the  United  States  had  no  agreement.  24S 
U.S.  97 of  1917. 

»  Lloyd's  Register  of  Shipping,  1914-1915.  II. 
pp.  960,  961  and  1919-1920,  II,  p.  960.  The 
figures  for  1914  in  Lloyd  are  4,380,078  gross  tons 
steam,  and  1,088,116  net  tons  sail.  Adding  the 
gross  tons  of  steam  vessels  and  the  estimated 
gross  tons  for  sailing  ships  the  total  would  be 
approximately  6,500,000  gross  tons.  This  figure 
does  not  include  a  considerable  tonnage  of  river 
craft,  barges,  motor  boats  and  certain  wooden 
vessels  on  the  Great  Lakes.  These  are  added  in 
the  published  figures  of  the  reports  of  the  Com- 
missioner of  Navigation,  whose  total  for  1914  is 
7,928,688  gross  tons  instead  of  5,500,000. 
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coDventioDs  to  wluch  the  United  States  is  a 
party,  which  restrict  the  right  of  the  United 
States  to  impose  discriminating  customs 
duties  on  imports  entering  the  United 
States  in  foreign  vesseb  and  in  vessels  of 
the  United  States,  and  which  also  restrict 
the  right  of  the  United  States  to  impose 
discriminatory  tonnage  dues  on  foreign  ves- 
sels and  on  vesseb  of  the  United  States 
entering  the  United  States  should  be  ter- 
minated, and  the  President  is  hereby 
authorized  and  directed  within  ninety  days 
after  that  act  becomes  law  to  give  notice 
to  the  several  Governments,  respectively, 
parties  to  such  treaties  or  conventions, 
that  so  much  thereof  as  impose  any  re- 
striction on  the  United  States  will  termi- 
nate on  the  expiration  of  such  periods  as 
may  be  required  for  the  giving  of  such 
notice  by  the  provisions  of  such  treaties 
or  conventions. 

This  act,  and  especially  the  provision 
quoted,  has  excited  a  great  deal  of 
attention  abroad,  and  the  announce- 
ment of  its  passage  has  been  followed 
by  threats  of  retaliation.  It  is  reported 
that  no  action  has  yet  (December, 
1920)  been  taken  with  a  view  to  term- 
inating existing  treaties,  but  such 
action  is  anticipated  and  provided  for 
in  the  law. 

The  expediency  of  reverting  to  this 
discriminatory  practice  may  be  briefly 
considered  with  reference,  first,  to  the 
protection  of  the  mercantile  marine  of 
the  United  States  so  rapidly  developed 
during  the  war,  and  second,  to  the 
advisability  of  resorting  to  such  means 
in  order  to  attain  the  end  sought. 

1.  The  need  of  a  national  mercantile 
marine  is  not  based  upon  the  same 
grounds  as  formerly,  and  barring  the 
importance  of  such  a  fleet  in  furnishing 
auxiliary  cruisers  in  time  of  war,  is  not 
so  urgent.^   The  functions  of  merchant 

^  See  a  fine  statement  of  this  side  in  Referen- 
dum No.  29  on  Report  of  Committee  on  Ocean 
Transportation  R^^arding  Government-Owned 
Merchant  Ships — Arguments  in  the  Negative, 
Chamber  of  Commerce  of  United  States  of 
America. 

14 


and  ocean  carrier  have  become  more 
differentiated  than  formerly.  While 
large  manufacturing  and  trading  com- 
panies often  own  the  vessels  which 
transport  their  goods,  this  combina- 
tion of  functions  is  now  largely  con- 
fined to  companies  producing  bulky 
conunodities  in  large  quantities,  which 
find  that  by  owning  and  operating  their 
owil  vessels  they  avoid  much  loss  of 
time  and  uncertainties  with  reference 
to  proper  space  and  service.  Neither 
is  the  association  of  government  and 
cajT3dng  trade  so  close  as  formerly. 
The  commodities  shipped  by  the  mer- 
chants of  one  country  are  now  often 
carried  safely  and  expeditiously  in 
vessels  flying  the  flag  of  another. 

The  government  of  the  world,  how- 
ever, is  carried  on  by  nations,  and 
when  foreign  commerce  is  discussed 
people  think  of  it  in  terms  of  national 
units.  A  large  merchant  fleet  flying 
the  flag  of  a  country  on  the  high  seas 
and  in  foreign  ports  does  exert  some 
psychological  influence.  It  advertises 
the  country. 

With  these  considerations  in  view 
we  see  the  United  States  at  the  close 
of  a  world  crisis  possessed  of  a  greatly 
enlarged  merchant  marine.  Has  this 
transformation  been  in  accord  with  the 
economic  conditions  of  the  country  or 
is  it  merely  an  artificial,  and  therefore 
temporary,  development,  due  to  a 
great  world  emergency?  This  ques- 
tion has  been  discussed  elsewhere  by 
the  writer^  and  just  a  few  observations 
will  be  made  here. 

The  decline  of  American  shipping 
after  1860  is  connected  with  the  intro- 
duction of  iron  and  later  steel  vessels 
and  the  substitution  of  steam  for  sail- 
ing tonnage.  It  was  due  mainly  to  the 
higher  cost  in  this  country  of  iron, 
steel  and  coal.  Until  the  late  nineties 
steel  plate  and  structural  steel  were 

^  The  American  Economic  Review,  June,  1920, 
"The  War  and  the  World's  MercantUe  Marine." 
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higher  in  price  here  than  in  England. 
For  a  long  time  bunker  coal  at  our 
Atlantic  seaboard  was  also  more  ex- 
pensive. Added  to  these  handicaps 
were  greater  labor  costs  both  in  build- 
ing and  in  operating  vessels.  Before 
the  war  broke  out  these  conditions  had 
changed.  Steel  and  coal  had  become 
appreciably  cheaper,  and  while  labor 
cost  remained  high  it  formed  a  smaller 
fraction  of  the  total  cost  of  operation 
than  in  earlier  years.^  The  recent 
change  from  the  use  of  coal  to  that  of 
oil  also  favors  the  operation  of  vessels 
by  American  concerns.* 

On  the  other  hand  for  two  genera- 
tions the  United  States  has  been  a 
country  whose  principal  industrial 
interests  have  been  devoted  to  land 
pursuits.  As  a  result  the  country  has 
a  very  limited  sea-faring  population 
and  now  lacks  the  experience  which 
certain  European  coimtries  have  in  the 
conduct  of  shipping  operations  on  an 
international  scale.  We  have,  there- 
fore, a  hiatus  between  economic  posi- 
tion and  experience;  and  it  is  to  bridge 
this  gap  that  some  protection  may  be 
temporarily  necessary. 

2.  Is,  however,  a  return  to  discrim- 
inatory import  duties  the  best  means 
of  safeguarding  our  newly  acquired 
position  as  the  second  maritime  motion 
of  the  world?  A  very  conunon  experi- 
ence with  industrial  advances,  as  with 
political  and  social  reforms,  is  the 
occasional  reversion  to  practices  which 
have  been  outgrown  or  found  out  of 

^  It  is  difficult  to  give  any  definite  percentage 
of  the  total  cost  of  operation  which  is  properly 
attributable  to  labor  engaged  directly  in  the  sail- 
ing of  a  vessel.  It  is,  however,  smaller  than 
commonly  supposed.  Ten  per  cent  is  a  large 
proportion  for  coal-burning  freight  vessels. 

*  There  is,  of  course,  involved  in  the  statement 
the  question  of  the  exhaustion  of  oil  resources 
and  the  possible  monopolization  of  oil  in  other 
parts  of  the  world  by  foreign  concerns.  For  some 
time  the  British  monopolization  of  the  Mesopo- 
tamian  and  Persian  fields  was  reported,  but  this 
has  since  been  denied. 


harmony  with  more  highly  devel<q)ed 
social  conditions.  Reciprocal  freedom 
of  trade  was  attained  only  after  much 
struggle  with  a  growing  realization 
that  the  practice  of  discriminatory 
rates  invariably  led  to  retaliation.  Al- 
ready measures  have  been  taken  by 
Japan  to  retaliate  if  certain  provisions 
in  the  Merchant  Marine  Act,  including 
the  one  quoted  above,  are  carried  out,^ 
and  hints  of  similar  reprisals  are  made 
in  Europe. 

Another  fact  to  be  considered  in  this 
connection  is  the  general  character  of 
our  export  trade  and  the  probable 
effect  of  foreign  retaliatory  measures. 
In  the  calendar  year  1919  over  38  per 
cent  of  our  exports  consisted  of  manu- 
factures ready  for  consumption;  about 
12  per  cent,  of  manuf actiu'es  for  further 
use  in  manufacturing;  and  over  25  per 
cent,  of  foodstuffs  partly  or  wholly 
manufactured.  Only  about  20  per 
cent  consisted  of  crude  materials  for 
use  in  manufactures — the  bulk  of  it 
being  raw  cotton.*  In  other  words 
about  70  per  cent  of  our  exports  are 
manufactured  articles,  in  many  lines 
of  which  retaliatory  measures  on  the 
part  of  foreign  governments  are  likely 
to  undermine  the  American  competi- 
tive position.  Furthermore,  coming 
at  a  period  when  the  foreign  exchange 
situation  is  likely  to  favor  the  foreign 
producer,  such  a  step  appears  ill- 
advised. 

There  is,  however,  a  justifiable 
resort  to  discriminatory  legislation  of 
the  character  considered  above  in 
cases  where  American  vessels  are  prac- 
tically excluded  from  trade  by  foreign 
conference  lines.  To  illustrate:  The 
United  States  imports  a  large  amount 
of  Egyptian  cotton.  All  of  this  cotton 
comes  to  this  country  in  foreign  vessels. 
There  are  American  ships  operating  in 

^  The  Economic  Review  (England),  Not.  19, 
1920,  p.  29. 
*  The  StaiisUeal  Abstract,  1919. 
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the  eastern  Mediterranean,  but  thus 
far  practically  every  American  vessel 
leaving  Alexandria  goes  away  empty. 
This  loss  of  freight  is  ascribed  to  a 
powerful  British  combination  which 
excludes  the  ships  of  this  country  from 
any  participation  in  its  conferences  or 
trade.  Similar  exclusive  combinations 
exist  in  other  parts  of  the  world.^  The 
imposition  of  discriminatory  customs 
duties  against  the  products  carried  in 
the  vessels  of  countries  whose  shipping 
organizations  or  conferences  clearly 
exclude  American  companies  from  any 
participation  in  trade  would  be  justifia- 
ble and  probably  feasible.  Treaties 
granting  reciprocal  liberties  to  the 
shipping  of  the  contracting  parties 
might  be  so  framed  as  to  provide  some 
protection  against  discriminatory  prac- 
tices on  the  part  of  private  combina- 
tions.* 

While  the  resort  to  discriminatory 
tariflp  rates  as  a  regular  policy  is  a  re- 
version to  an  earlier  practice  that  the 
commercial  world  has  outgrown  it 
does  not  follow  that  some  aid  or  pro- 

*  Hearingi  before  Committee  on  Commerce, 
United  States  Senate,  66th  Congress,  Ist  Session, 
pp.  299,  800;  Testimony  of  J.  H.  Rosseter  of 
Emergency  Fleet  Corporation.  The  Sunday  Star, 
Washington,  D.  C,  January  2, 1921. 

'  It  is  difficult  to  suggest  anything  definite  here 
as  conditions  vary  greatly.  In  many  parts  of 
the  world  American  vessels  participate  in  trade 
on  the  same  terms  as  vessels  of  other  countries. 
The  sudden  emergence  of  the  United  States  as 
a  maritime  power  has  excited  some  concern  on 
the  part  of  other  countries  and  some  large  ship- 
ping combinations  are  apparently  attempting  to 
*'swat  infant  shipping  industries." 


tection  should  not  be  rendered  to  the 
new  shipping.  Many  suggestions  have 
been  made,  among  which  may  be  cited 
the  establishment  of  coaling  stations 
abroad  along  important  trade  routes,^ 
assistance  to  shipping  companies  in 
securing  experienced  agencies  in  other 
countries  to  obtain  cargoes,^  the  crea- 
tion of  free  ports  in  Virgin  Islands, 
Porto  Rico,  Panama  and  Philippines,* 
temporary  subsidies  to  lines  operating 
between  the  United  States  and  regions 
whose  future  growth  promises  to  pay 
for  the  outlay,*  and  the  sale  of  govern- 
ment-owned ships  at  prices  low  enough 
to  induce  purchasers  to  invest  and  the 
absorption  by  the  government  of  the 
difference  between  such  prices  and  the 
war  cost  as  a  war  loss.*  A  noteworthy 
fact  in  connection  with  suggested  aids 
is  the  almost  entire  absence  of  any 
demand  for  general  ship  subsidies. 

It  is  not  the  purpose  of  this  article 
to  discuss  any  of  these  suggestions  or 
others  that  have  been  urged.  Some  of 
these  proposals  will,  in  the  judgment  of 
the  writer,  mean  more  for  the  upbuild- 
ing of  the  American  merchant  marine, 
if  properly  carried  out,  than  discrimi- 
natory tariff  rates  against  commodities 
imported  in  foreign  vessels,  and  will  not 
cause  the  irritation  which  discrimina- 
tory legislation  is  bound  to  incur. 

^Hearings  before  Committee  on  Commerce, 
U.  S.  Senate,  66th  Congress,  1st  Session,  pp.  425 
and  426. 

*  Ibid,,  pp.  421,  422. 

*Ibid.,p,S8S, 

*/6mI..  p.891. 

» Ibid„  pp.  607-609  and  750-754. 
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The  Railroad  Rate  Discrimination  Provision  of  the 
Merchant  Marine  Act  1920 

By  Stuart  Daggett,  Ph.D. 
Dean,  College  of  Commerce^  Universitj  of  California 


RECENT  legislation  relating  to 
the  United  States  merchant 
marine  has  raised  questions  relating  to 
the  regulation  of  raihoad  rates  in  the 
interest  of  American  shipping  which 
are  of  much  immediate  importance. 
These  questions  are  connected  with 
the  interpretation  and  administration 
of  section  2S  of  the  new  shipping  law. 

Section  ^8  of  the  Merchant  Marine 
Act  of  1920  forbids  rail  carriers  to  quote 
export  or  import  rates  in  connection 
with  ocean  vessels  not  documented 
under  the  laws  of  the  United  States 
which  are  lower  than  rates  on  like 
commodities,  moving  similar  distances 
over  the  same  route,  in  the  same  direc- 
tion, but  remaining  exclusively  within 
the  United  States.  The  law  provides, 
however,  in  mitigation  of  the  severe 
rule  laid  down  in  its  opening  sentences, 
that  the  Interstate  Commerce  Com- 
mission may  suspend  the  operation  of 
/the  act  in  the  matter  of  export  and  im- 
port rates  when  the  United  States 
Shipping  Board  certifies  to  it  the  lack 
at  specified  ports  of  an  adequate  supply 
of  American  vessels  to  handle  the 
business  oflFering.  The  suspension  is 
to  continue  until,  in  the  opinion  of  the 
Shipping  Board,  the  supply  of  Ameri- 
can vessels  has  become  adequate. 

The  first  proposal  for  legislation  of 
the  character  here  summarized  ap- 
pears in  section  30  of  H.  R.  10378  as 
reported .  to  the  Senate  by  Senator 
Jones,  of  Washington,  in  May,  1920. 
Mr.  Dean,  general  counsel  for  the 
Shipping  Board,  says  that  this  matter 
of  discrimination  in  rates  was  brought 
to  his  attention  in  the  middle  of  the 
year  1919,  but  that  nothing  was  done 
at  that  time  nor  later,  until  Admiral 


Benson  became  a  member  of  the 
Board.  Indeed,  a  representative  of 
the  Seattle  Chamber  of  Commerce 
who  called  upon  Senator  Jones  as  late 
as  March,  1920,  was  told  that,  al- 
though some  legislation  with  regard  to 
export  rates  had  been  suggested,  there 
was  nothing  of  the  sort  in  the  pending 
Merchant  Marine  bill,  and  that  the 
matter  was  dead.  The  same  informa- 
tion was  given  to  Mr.  H.  A.  Dunn,  of 
San  Francisco. 

When,  in  March,  1920,  Admiral 
Benson  became  chairman  of  the  Ship- 
ping Board,  the  situation  changed. 
The  new  chairman  was  earnestly 
in  favor  of  developing  an  American 
merchant  marine.  As  a  means  to 
this  end,  he  promptly  decided  that 
any  discrimination  which  might  be 
granted  by  railroads  to  export  traflic 
should  be  limited  to  traffic  which  made 
use  of  American  ships.  To  make  his 
point  of  view  effective.  Admiral  Benson 
had  an  amendment  prepared,  which  he 
sent,  with  a  letter  strongly  urging  its 
adoption,  to  the  Senate  Committee 
on  Interstate  and  Foreign  Commerce. 
This  was  after  the  formal  hearings  on 
the  Jones  bill  had  been  closed,  but 
while  the  biU  was  still  in  conference. 
Mr.  Dean  discussed  the  amendment 
with  Senator  Jones,  who  thought  well 
of  it.  The  proposal  was  adopted  first 
by  the  subcommittee  in  charge  of  the 
bill,  then  by  the  whole  committee,  and 
still  later  it  was  passed  by  Congress 
itself  as  section  28  of  the  Merchant 
Marine  Act  of  June  5,  1920.  Such  is 
the  history  of  this  particular  provision 
of  the  law. 

The  arguments  in  favor  of  section 
28  are  all  based  upon  the  assumption 
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that  the  time  has  come  when  federal 
assistance  should  be  extended  to 
an  American  merchant  marine.  Both 
Senator  Jones  and  Admiral  Benson 
have  been  outspoken  on  this  point. 
The  supporters  of  the  measure  vere 
doubtless  originally  influenced  by  the 
fact  that  the  Government  possessed 
some  seven  million  tons  of  shipping, 
which  could  neither  be  sold  at  an 
acceptable  price  nor  be  operated  by 
the  Grovemment  at  a  profit.  This 
tonnage  had  not  been  acquired  for 
commercial  reasons,  but  it  represented, 
none  the  less,  a  large  investment  on 
which  it  was  desirable  to  earn  a  fair 
return.  The  fundamental  justifica- 
tion for  section  28,  however,  in  the  eyes 
of  its  original  promoters  was,  un- 
questionably, their  conviction  that  its 
e£Fect  would  be  to  build  up  an  Ameri- 
can marine  in  private  as  well  as  in 
Government  hands  which  would  afford 
profitable  employment  for  American 
capital,  and  would  advance  the  interests 
of  American  foreign  trade.  In  this  re- 
spect, indeed,  section  28  was  only  one 
of  a  number  of  provisions  in  the  new 
law  looking  toward  the  protection  of 
American  shipping.  Other  sections  in 
the  Merchant  Marine  Act  designed  for 
the  same  purpose  provided  for  the 
extension  of  the  coastwise  laws  of 
the  United  States  to  the  Philippine 
Islands,  the  repeal  of  the  statute 
authorizing  the  admission  of  foreign- 
built  vessels  to  American  registry,  and 
for  the  partial  exemption  of  shipown- 
ers from  income  and  excess  profits 
taxes  for  ten  years  on  condition  that 
they  annually  invest  in  ship  construc- 
tion an  amount  equal  to  the  taxes 
which  they  would  otherwise  have  paid 
to  the  Government. 

Objections  to  Section  28 

It  is  natural  that  objections  to  sec- 
tion 28  should  come  from  persons  who 
oppose    subsidy   legislation   as   such. 


Yet  this  section  is  also  vigorously  op- 
posed by  those  who  believe  in  strength- 
ening the  American  merchant  marine 
but  declare  that  an  attempt  by  the 
method  here  proposed  will  fail  in  its 
purpose,  or  will  succeed  only  after 
causing  intolerable  loss  to  certain 
geographical  districts.  Because  of  the 
necessary  brevity  of  this  discussion  we 
will  consider  only  objections  of  the 
second  type. 

On  May  28, 1920,  the  San  Francisco 
Chamber  of  Commerce  wired  a  message 
to  its  representative  in  Washington, 
declaring  that  the  merchants  in  San 
Francisco  were  emphatic  and  unani- 
mous in  the  belief  that  no  restriction  of 
any  nature  or  kind  in  reference  to  the 
flag  carried  by  the  ship  or  in  direct  ref- 
erence to  rail  import  and  export  rates 
should  be  imposed.  The  Chamber 
added,  in  explanation,  that  it  felt  that 
the  operation  of  section  30  (section  28 
in  the  law  as  finally  enacted)  would  im- 
mediately divert  tonnage  from  the 
Pacific  Coast  to  eastern  seaports  and 
would  also  provoke  retaliatory  meas- 
ures by  foreign  countries.  Thb  dis- 
patch was  followed  by  dispatches  to 
other  chambers  of  commerce  in  the 
Far  West,  and  by  the  issuance  of  a 
questionnaire  in  June,  which  was  cir- 
culated among  trading  and  transporta- 
tion companies  in  San  Francisco,  as 
well  as  among  chambers  of  commerce 
north  and  south.  Other  coast  cities 
gave  similar  prompt  consideration  to 
the  pending  legislation. 

liie  result  of  this  preliminary  dis- 
cussion, and  of  an  active  correspond- 
ence which  accompanied  it,  was  that  it 
presently  became  the  deliberate  and 
official  judgment  of  the  merchants  of 
San  Francisco,  Seattle,  Tacoma,  Port- 
land and  San  Diego,  that  section  28  of 
the  Merchant  Marine  Act  would  work 
to  the  injury  of  ports  located  upon 
the  Pacific  Coast  in  the  following 
ways. 
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1.  It  would  divert  tonnage  from  western 
to  eastern  seaports. 

2.  It  would  divert  tonnage  from  Ameri- 
can to  foreign  ports. 

3.  It  would  provoke  retaliatory  legisla- 
tion by  foreign  countries. 

4.  As  a  consequence  of  the  dislocation  of 
trade  which  would  foUow  a  reduced  ocean 
tonnage  and  retaliatory  legislation  abroad, 
the  application  of  section  28  would  lead  to 
a  reduction  in  westbound  freight  move- 
ments over  the  transcontinental  railroad 
lines  which  in  time  would  produce  a  scarc- 
ity of  cars  for  eastboimd  business,  ajid  pos- 
sibly would  make  necessary  an  increase  in 
local  railroad  rates. 

The  Pacific  Coast  cities  thus  took,  in 
May  and  June,  1920,  the  position  of 
active  critics  of  the  new  law.  Los 
Angeles,  it  may  be  added,  did  not  join 
in  this  expression  of  opinion,  but  stated 
the  view  that  American  business  men 
would  prove  able  to  control  the  routing 
of  their  exports,  and  that  section  28 
would  have  a  desirable  effect  in  en- 
couraging American  shipping. 

I  am  inclined  to  doubt  if  the  passage 
of  the  Jones  bill  will  lead  to  damaging 
legislation  on  the  part  of  foreign  coun- 
tries. It  is  true  that  the  bill  has  al- 
ready provoked  caustic  comment  in  the 
English  press.  The  London  Fairplay, 
for  instance,  terms  the  Merchant 
Marine  Act,  and  section  28  of  that  act 
in  particular,  a  direct  attempt  to  drive 
other  nations  from  the  shipping  busi- 
ness of  the  United  States,  and  hints 
broadly  that  England  will  take  cor- 
responding action  with  respect  to  serv- 
ices which  that  country  controb.  It 
is  clearly  possible  that  some  hostile 
legislation  abroad  will  have  to  be 'en- 
countered. On  the  other  hand,  the 
strong  position  of  the  United  States  in 
international  trade,  and  the  fact  that 
section  28  treats  all  foreign  nations 
without  distinction,  may  be  trusted 
to  keep  this  reaction  within  bounds. 
Neither  China  nor  the  west  coast  of 
South  America   possesses    important 


merchant  marines  which  will  impel 
either  of  them  to  reprisals  upon  the 
commerce  of  the  United  States,  while 
countries  which  deal  with  the  Atlantic 
seaboard  of  the  United  States  at  pres- 
ent suflFer  no  handicap  there  from  the 
new  law.  The  principal  marines  to 
be  afiFected  in  the  near  future  are  the 
Japanese  and  such  of  the  English  ves- 
sels as  ply  upon  the  Pacific;  and 
opposition  from  these  sources  public 
opinion  in  the  United  States  seems 
disposed  to  disregard. 

Rate  Making  and  the  Far  West 

With  respect  to  the  probable  diver- 
sion of  traflSe  from  ports  on  the  west- 
em  seaboard,  however,  the  Pacific 
Coast  cities  have  made  out  a  dear 
case,  at  least  under  present  conditions 
as  to  supply  of  ships.  To  understand 
the  situation,  one  must  remember  that 
export  and  import  rate  making  is  of 
more  practical  significance  to  the  Far 
West  than  to  any  other  part  of  the 
country,  and  that,  accordingly,  inter- 
ference of  any  sort  with  export  or  with 
import  rates  has  there  a  more  far- 
reaching  effect.  In  fact,  there  are  no 
export  rates  in  force  on  movements 
from  the  interior  of  the  United  States 
to  the  Atlantic  seaboard  outside  of  the 
longstanding  differentials  to  Boston, 
Philadelphia  and  Baltimore;  and  while 
export  rates  are  quoted  to  the  Gulf 
cities,  the  differences  between  domestic 
and  export  rates  are  not  so  great  on 
southern  as  on  western  hauls,  nor  are 
the  rail  distances  so  great  in  the  South 
as  they  are  in  the  West. 

A  very  good  illustration  of  the  im- 
portance of  western  export  rates  may 
be  found  in  the  case  of  rates  on  iron  and 
steel.  Before  the  recent  increase  in 
charges,  the  rail  rate  from  Pittsburgh 
to  New  York  on  iron  and  steel  was  27 
cents  a  hundred  pounds,  the  ocean  rate 
from  New  York  to  the  Orient  was  89 
c^nts  per  hundred  pounds;  the  coro- 
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bined  ocean  and  rail  rate  from  Pitts- 
burgh to  the  Orient  was,  therefore, 
$1.16.  The  domestic  rate  on  iron  and 
steel  from  Pittsburgh  to  Seattle  was 
$1.87^,  or  21^  cents  in  excess  of  the 
total  charge  from  Pittsburgh  to  the 
Far  East  via  New  York.  In  order  to 
secure  some  portion  of  the  Pittsburgh 
export  business,  however,  carriers  west 
of  Pittsburgh  quoted  an  export  rate  of 
60  cents  per  hundred  pounds,  which, 
added  to  an  ocean  rate  of  60  cents, 
made  a  total  of  $1.20  per  hundred 
pounds  for  the  movement  via  the 
Pacific  seaboard  of  the  United  States 
as  against  a  rate  of  $1.16  via  New  York. 
Under  this  adjustment  Seattle  was  able 
to  handle  $2,500,000  worth  of  iron  and 
steel  bound  for  the  Orient  during  the 
first  three  months  of  1920,  as  against 
some  $13,000,000  worth  which  traveled 
via  New  York.  It  is  perfectly  evident, 
however,  that  except  for  the  low  export 
rate  not  a  pound  of  export  steel  would 
have  moved  west  from  Pittsburgh. 
The  Portland  Chamber  of  Commerce 
points  out  that  what  was  probably  in- 
tended when  the  authors  of  the  Jones 
bill  forbade  carriers  to  quote  export  or 
import  rates  in  connection  with  vessels 
not  documented  under  the  laws  of  the 
United  States  was  that  operators  of 
foreign-owned  vessels  should  be  com- 
pelled to  absorb  the  diflference  between 
domestic  rates  (which,  under  section 
28,  would  obtain  on  exports  or  imports 
moving  in  foreign-owned  vessels)  and 
preferential  export  rates  (which  would 
continue  to  obtain  on  imports  or  ex- 
ports moving  in  American-owned  ves- 
sels) so  as  to  enable  American-owned 
vessels  to  compete  advantageously 
with  foreign-owned  vessels.  Foreign 
carriers  can  not,  however,  absorb  a  dif- 
ferential when  it  amounts  to  more  than 
the  entire  ocean  rate,  and  the  result  is 
likely  to  be,  if  section  28  is  actively 
enforced,  that  foreign-owned  vessels 
will  abandon  Pacific  ports  in  favor 


either  of  Canadian  ports  or  of  ports  on 
the  Atlantic.  If  this  occurs,  moreover, 
it  will  be  logical  to  expect  diminished 
business  for  the  transcontinental  rail 
carriers,  and  dislocation  in- the  traffic 
and  rates  on  these  railroads. 

Attitude  of  Interstate  Commerce 
Commission 

Defenders  of  the  policy  of  railroad 
discrimination  in  favor  of  goods  carried 
in  American  vesseb  have  taken  the  po- 
sition that,  though  the  law,  when  en- 
forced, might  tend  to  produce  certain 
undesirable  diversions  of  tonnage,  such 
as  the  diversion  of  oriental  freight  from 
Seattle  to  Vancouver  or  from  San 
Francisco  to  New  York,  both  the 
Shipping  Board  and  the  Interstate 
Commerce  Commission  will  take  posi- 
tive action  to  prevent  such  diversion. 
It  is  not  clear  what  the  Shipping  Board 
will  be  able  to  do  in  such  matters  except 
to  allocate  vessels,  and,  possibly,  to 
modify  ocean  rates.  It  is,  however, 
plainly  expected  that  the  Interstate 
Commerce  Commission  will  prevent 
oriental  freight  originating  in  the 
United  States  from  leaving  the  conti- 
nent via  Canadian  ports  by  refusing  to 
allow  American  rail  carriers  to  quote 
through  or  export  rates  on  business  so 
routed;  it  is  also  expected  that  the 
Commission  will  be  called  upon  to 
exercise  its  power  of  embargo  to  check 
the  diversion  of  freight  from  American 
to  foreign  ports  or  from  ports  in  the 
western  United  States  to  ports  in  the 
eastern  section  of  the  country.  This 
point  of  view  is  explicitly  presented  in  a 
statement  by  Admiral  Benson  under 
date  of  July  2,  1920,  from  which  the 
following  extract  is  taken: 

The  Interstate  Commerce  Commission  is 
aware  of  the  necessity  for  preventing  the 
distorting  of  traffic  upon  the  railroads  of  the 
United  States  such  as  would  be  accom- 
plished by  an  effort  by  foreign  carriers  to 
divert  the  export  and  import  traffic  ^ow 
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moving  between  Pacific  Coast  ports  of  the 
United  States  and  the  Orient,  either  to 
British  Colombia  or  to  ports  of  the  Atlan- 
tic 

The  movement  of  a  certain  share  of  the 
Oriental  business  over  western  American 
rail  lines  is  necessary  to  prevent  increased 
costs  of  transportation  of  foodstuffs  be- 
tween the  West  and  the  centers  of  popula- 
tion. ...  Any  effort  on  the  part  of 
foreign  carriers  to  accomplish  the  diversion 
of  such  business  would  be  undoubtedly 
considered  an  "emergency"  imder  which  the 
Interstate  Commerce  Commission  would 
act  through  absolute  embargo,  if  necessary, 
to  prevent  such  effort  from  being  successful. 

Surely  no  sane  citizen  of  the  United 
States  in  full  possession  of  all  the  facts 
would  be  so  unjust  as  to  charge  that  any 
department  of  the  Grovemment  would  do 
other  than  take  whatever  action  was  neces- 
sary to  protect  the  interests  of  the  United 
States  and  maintain  imdisturbed  the  move- 
ments over  American  rail  lines,  the  balanc- 
ing of  which  is  so  essential  to  the  public 
weaL 

The  position  of  Admiral  Benson  as 
set  forth  in  the  preceding  paragraphs  is 
understandable.  It  may  be  permitted, 
however,  even  to  a  "sane"  person  to 
doubt  whether  the  Interstate  Com- 
merce Conmussion  can  control  the 
movement  of  that  great  volume  of 
traffic  originating  in  the  territory  close 
to  the  Great  Lakes  and  to  the  Canadian 
border,  and,  further,  whether  the  Com- 
mission is  ever  likely  deliberately  to 
divert  business  from  ports  on  the 
eastern  seaboard  solely  in  order  to  dis- 
tribute it  among  other  sections  which 
for  one  reason  or  another  may  desire  a 
share.  Certainly  this  may  be  done  if 
eastern  terminals  are  unable  to  handle 
the  freight;  but  inability  of  this  sort  is  a 
temporary  matter,  and  traders  in  the 
West  frankly  disbelieve  in  the  willing- 
ness of  any  branch  of  the  Government 
to  force  traffic  out  of  its  natural  chan- 
neb  over  any  considerable  period  of 
time  in  order  to  protect  the  interests  of 
any  group  of  men. 


Of  some  interest  in  this  connection 
is  the  fact  that  the  Tacoma  Chamber 
of  Commerce  passed  a  resolution  in 
August,  19£0,  requesting  the  Shipping 
Board  to  call  upon  the  Interstate 
Commerce  Commission  to  establish 
immediately  and  enforce  an  embargo 
against  the  movement  of  all  freight 
through  Atlantic  and  Gulf  ports  via 
the  Panama  Canal  route  to  trans- 
Pacific  ports,  and  to  direct  the  move- 
ment of  all  such  freight  through  Pacific 
Coast  ports  via  the  transcontinental 
railroads.  The  Shipping  Board  re- 
fused to  comply  with  the  resolution  on 
the  ground  that  the  subject  was  one 
which  should  be  taken  up  directly  with 
the  Interstate  Commerce  Commission. 

When  Congress  passed  the  Merchant 
Marine  Act,  the  prompt  protests  of 
western  cities  led,  on  June  14,  to  the 
suspension  of  section  28.  This  suspen- 
sion was  ordered  by  the  Interstate  Com- 
merce Conmiission  at  the  instance  of 
the  Shipping  Board,  and  was  to  last  for 
ninety  days.  Following  up  their  orig- 
inal success.  Pacific  Coast  shippers 
organized  to  secure  a  further  suspen- 
sion. An  indefinite  suspension  with  a 
long  notice  of  withdrawal  was  pre- 
ferred. There  was  talk  of  a  conference 
between  representatives  of  coast  cities, 
and  statistics  were  compiled  showing 
that  out  of  258  trans-Pacific  departures 
from  Pacific  Coast  ports  during  the  six 
months  ending  May  31,  1920,  124,  or 
nearly  one-half,  had  sailed  under 
foreign  flags.  Nothing  came  of  the 
proposed  conference,  and  no  meeting  oc- 
curred between  Admiral  Benson  and 
western  shippers,  but  an  additional 
suspension  was  secured  until  January 
1,  1921,  under  such  conditions  that 
western  men  now  (December,  1920) 
believe  that  there  is  no  inunediate 
likelihood  of  enforcement  of  the  law. 
They  are  probably  correct  in  this;  cer- 
tainly the  expressions  of  Senator  Jones 
«.n(l  of   Adniiral   Beiison  have   b^p 
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emphatic  to  the  effect  that  the  dis- 
puted section  will  not  be  applied  until 
American  tonnage  is  adequate.  In 
a  formal  statement  on  July  2,  1920 
(already  mentioned),  Admiral  Benson 
said: 

As  section  28  is  to  be  used  only  where 
there  b  ample  American  tonnage  to  handle 
the  export  commerce  to  any  particular  port 
in  a  foreign  country  ...  we  can  not 
conceive  how  anyone  who  has  studied  the 
law  can  assume  that  the  Shipping  Board 
would  make  any  general  application  of  this 
section. 

A  little  over  a  month  later  Senator 
Jones  told  a  group  of  port  representa- 
tives at  Tacoma,  Washington,  a  very 
similar  thing,  namely,  that  he  did  not 
propose  to  drive  foreign  ships  from 
American  ports  until  there  were  Ameri- 
can ships  to  take  their  places.  Still 
another  important  expression  of  policy 
in  this  matter  is  to  be  found  in  the 
reply  of  the  Shipping  Board  to  the  res- 
olutions of  the  Tacoma  conference  re- 
questing that  the  provisions  of  section 
28  of  the  Merchant  Marine  Act  be 
suspended  indefinitely,  and  that  six 
months'  previous  notice  of  the  date  of 
its  efifectiveness  be  given.  The  Board 
declined  to  comply  with  the  resolution, 
but  observed: 

You  may  be  assured  that  the  provisions 
of  this  section  (section  28)  will  be  admin- 
istered by  the  Shipping  Board  with  the 
utmost  discretion,  and  that,  as  provided 
in  the  biU,  they  shall  not  be  enforced  unless 
and  until  adequate  American  shipping  is 
available.    In  view  of  all  this,  it  is  felt  that 


it  is  better  to  suspend  the  operation  of  this 
section  from  time  to  time,  rather  than  to 
cause  an  indefinite  postponement  of  its 
effectiveness. 

There  is  some  difficulty  in  determin- 
ing whether  the  present  conciliatory 
attitude  of  the  Shipping  Board  is  due 
to  the  vigorous  protests  of  western 
shippers,  or  whether  the  policy  now  an- 
nounced is  the  one  which  was  in  mind 
from  the  beginning.  The  absence  of 
any  public  discussion  of  section  28 
until  after  the  Merchant  Marine  Act 
had  been  passed  leaves  the  ordinary 
citizen  in  the  dark  in  matters  such  as 
these.  It  does,  however,  seem  reason- 
ably probable  that  the  clauses  in  the 
act  relating  to  export  and  to  import 
rates  will  not  now  become  operative  for 
a  considerable  time,  and  that  when  the 
section  containing  them  is  enforced  the 
Shipping  Board  will  proceed  cautiously 
with  full  attention  to  the  adequacy  or 
inadequacy  of  American  shipping  at 
each  and  every  port  affected.  I  ques- 
tion whether  the  Shipping  Board  would 
have  exercised  the  same  degree  of 
deliberation  had  the  western  communi- 
ties been  less  well  organized,  and  the 
grounds  for  their  objections  less  forci- 
bly presented.  As  a  matter  of  fact. 
Pacific  Coast  cities  believe  that  section 
28  is  dead,  and  no  longer  press  their 
opposition  to  it.  The  section  is  not 
dead,  yet  it  is  to  be  hoped  that  the 
recent  full  discussion  of  its  possibilities 
has  lessened  the  danger  that  this  law 
will  be  arbitrarily  applied. 


Digitized  by 


Google 


202 


The  Annals  of  the  American  Academy 


Government  Restriction  and  Promotion  of  Foreign 

Trade 


By  Roy  G.  Blakey,  Ph.D. 

School  of  Business,  University  of  Minnesota 


REFLECTION  will  convince  one 
that  war  or  fear  of  war  lies  back 
of  nearly  all  advocacy  of  protective 
tariffs,  subsidies  to  merchant  marines, 
bounties  to  exports  and  most  other 
forms  of  direct  and  indirect  encourage- 
ment or  restriction  of  trade  in  so  far  as 
such  advocacy  is  for  the  public  welfare 
rather  than  for  special  interests.  If  all 
danger  of  war  is  removed,  some  parts 
of  the  infant  industry  and  allied  argu- 
ments will  remain,  but  most  of  them 
and  practically  all  of  the  other  argu- 
ments in  so  far  as  they  are  alleged  to  be 
economic  rather  than  military  fall  to 
the  ground.  In  this  class  are  the 
home  market  and  wage  arguments 
with  their  several  variations. 

The  military  argument  has  usually 
been  called  political  rather  than  eco- 
nomic, though  in  reality  it  may  be 
considered  just  as  much  of  an  economic 
argument  as  any  other.  Expenditures 
for  armies  and  navies  have  drained  the 
resources  of  nations  and  peoples  from 
time  immemorial.  It  is  true  that  this 
has  meant  an  awful  waste  of  money 
and  strength  and  blood  and  in  that 
sense  it  has  not  been  economical.  But 
an  army  and  a  navy  may  be  considered 
economic,  and  not  merely  political  as 
opposed  to  economic,  in  much  the 
same  way  as  police,  firemen,  shepherds, 
safety  vaults,  locks,  roofs,  clothing  and 
other  protective  means  and  devices  are 
economic.  Where  there  is  danger  of 
fire,  a  wise  man  is  willing  to  spend 
something  to  prevent  it,  to  lessen  its 
damage  or,  if  it  actually  occurs,  to  help 
recoup  his  losses.  In  certain  cold  and 
humid  regions,  farmers  go  to  great 
expense  to  protect  grain  and  stock  by 
building  shelter,  whereas  in  dry  and 


warmer  regions,  much  less  or  no  shelter 
may  be  built  for  equally  valuable 
property. 

Expenses  fob  Military  Protection 

One  might  ask,  what  expense  for 
military  protection  is  justifiable? 
That  depends  upon  the  cost  of  the 
protection  and  the  relative  value  of 
what  is  to  be  protected.  Ten  dollars 
per  capita  per  year  might  or  might  not 
be  justifiable  for  police  protection. 
Few  cities  would  consider  $1,000  per 
capita  per  year  justifiable,  even  though 
it  were  known  in  advance  that  the 
higher  expenditure  would  result  in  a 
10  per  cent  decrease  in  the  number  of 
priceless  lives  lost  through  murder. 
Likewise  with  the  diversification  of 
industry,  the  protection  and  develop- 
ment of  key  industries,  the  subsidizing 
of  a  merchant  marine  and  all  other 
subsidized  activity  J;hat  looks  towards 
national  self-suflSciency  and  prepara- 
tion for  war  or  against  war  and  its 
effects.  We  should  remember  that  in 
so  far  as  any  such  preparations  are 
economical  immediately  and  for  their 
own  sakes,  they  need  little  or  no  sub- 
sidizing; that  most  of  them  involve  a 
cost;  in  some  cases,  very  great  and 
lasting  costs.  Before  we  assume  these 
costs  we  should  inquire  very  carefully 
whether  the  costs  involved  are  likely 
to  be  justified.  What  will  be  the 
direct  and  indirect  costs  in  adopting 
the  proposed  protection  entailed? 
What  is  the  danger  of  war?  What 
losses  will  be  probable  in  case  of  war? 
Will  this  proposed  preparation  really 
be  effective?  Are  there  more  effective 
ways  in  which  we  can  direct  our  efforts 
and  resources? 
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All  of  these  questions  involve  per- 
sonal judgments  concerning  highly 
problematical  things  and,  consequently, 
it  is  impossible  to  arrive  at  a  definite 
and  exact  scientific  determination  of 
many  of  them.  The  danger  of  war 
and  the  best  methods  of  preventing  it 
or  of  minimizing  its  evil  eflfects  are  in 
lai^e  measure  matters  of  individual 
opinion.  If  you  think  they  are  greater 
than  I  do,  it  is  not  likely  that  I  can 
prove  to  your  satisfaction  that  you  are 
wrong  and  I  am  right.  You  are  willing 
to  go  to  a  greater  cost  for  insurance 
than  I  am.  What  the  masses  of  people 
in  the  United  States  will  consent  to  is 
likely  to  determine  how  far  we  will  go 
in  this  or  that  direction,  though  their 
mass  judgment  may  be  very  incorrect. 
The  better  the  masses  are  informed, 
however,  the  more  the  probability  of 
wise  judgments. 

But  the  judgment  or  the  feelings  of 
the  masses  are  likely  to  be  determining 
not  so  much  in  the  initiating  as  in  the 
checking  of  policies  initiated  by  lead- 
ers, especially  by  the  leaders  of  indus- 
try. Looked  at  from  certain  points  of 
view,  we  may  say  that  we  owe  modern 
civilization  to  the  leaders  of  industry. 
In  their  search  for  profits  they  have 
increased  the  welfare  of  the  whole  race 
but  they  are  also  chargeable  with 
many  backsets.  One  of  the  most  far- 
reaching  fallacies  connected  with  the 
whole  free-trade  and  laissez-faire  school 
is  the  implication  that  men  in  pursuing 
their  own  interests  promote  thereby  at 
the  same  time  the  interests  of  society 
at  large.  Perhaps  this  is  generally 
true,  and  Adam  Smith  and  others  who 
preached  revolt  against  the  excessive 
governmental  restriction  of  their  day 
did  the  world  a  good  service.  But 
there  are  many  exceptions  to  this  rule. 
While  the  farmer  benefits  himself  and 
society  at  large  by  producing  large 
crops  of  com  and  wheat,  and  the  shoe- 
maker does  likewise  for  himself  and 


society  when  producing  shoes  efficient- 
ly and  cheaply,  it  does  not  follow  that 
because  the  saloc^n-keeper's  business  is 
profitable  to  him  that  it  is  also  profit- 
able to  society,  nor  that  because  a 
trust  increases  its  profits  by  limiting 
supply  rather  than  increasing  it  that 
such  a  practice  is  beneficial  to  society, 
nor  that  because  a  railroad  makes 
profits  by  preventing  other  railroads 
from  getting  good  terminal  sites  that 
society  at  large  is  benefited  thereby. 

Similar  arguments  by  protectionists 
are  no  sounder  than  those  used  by 
devotees  of  laissez-faire.  Because  pro- 
tection benefits  some  industry,  or  the 
men  who  conduct  it,  is  no  proof  that  it 
benefits  society  at  large.  The  sub- 
sidy that  is  given  to  the  industry  is 
frequently  subtracted  in  full,  or  more 
in  the  form  of  higher  prices,  from  the 
consumers  of  the  nation  at  large.  If 
the  protected  industry  is  efficient  as 
compared  with  other  industries,  it 
needs  no  such  subsidy  and,  if  it  is  given, 
it  is  an  out  and  out  contribution  of  net 
profit  to  the  proprietors;  if  the  indus- 
try is  inefficient  so  that  it  needs  such  a 
subsidy,  then  the  gift  of  consumers  goes 
to  pay  for  inefficiency  of  proprietors 
who  do  not  gain  as  much  as  the  con- 
sumers lose.  The  nation  sustains  a 
net  loss. 

Many  manufacturers  realize  that 
they  can  extend  their  plants  and  pay 
better  wages  if  they  have  protection, 
hence  they  argue  that  business  in 
general  and  wages  in  general  would  be 
better  if  protection  were  generally 
practised.  But  this  is  an  argument 
from  the  specific  to  the  general  that 
leads  to  false  conclusions.  One  might 
as  well  make  the  following  argument: 
If  the  United  States  Treasury  would 
donate  to  my  business  $100,000  each 
year,  I  would  be  more  prosperous,  and 
could  extend  my  plants  and  employ 
more  labor  at  better  wages.  If  this  is 
true  of  me  it  would  be  true  of  my  neigh- 
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bor  in  his  business  also,  and  of  his 
neighbor  and  so  on  until  it  included  all 
the  businesses  in  the  United  States,  or 
the  world.  But  one  asks,  where  do 
all  of  these  hundreds  of  thousands  of 
dollars  which  the  Treasury  hands  out 
to  manufacturers  come  from?  Prom 
the  pockets  of  the  people  in  the  form 
of  taxes  or  higher  prices.  How  much 
better  off  are  they  by  reason  of  high 
wages  if  all  the  increase  in  wages 
comes  out  of  taxes  or  prices  which  they 
themselves  paid?  K  there  is  a  com- 
mon pool  into  which  every  one  puts 
money  and  out  of  which  every  one 
takes  money,  the  ones  who  can  get  out 
more  than  they  put  in  are  better  oflF 
because  of  the  arrangement;  the  ones 
who  take  out  less  than  they  put  in  are 
necessarily  worse  oflf.  Society  as  a 
whole  neither  gains  nor  loses  anything, 
assuming  there  is  no  expense  attached 
to  running  the  management  and  no 
leakage  from  the  pool.  Usually,  there 
is  some  expense  involved  in  operation, 
and  the  greater  the  number  and  the 
more  ine£Ecient  the  industries  that  are 
sustained  (the  others  need  no  sustain- 
ing), the  greater  the  leakage  and  the 
loss  to  society  in  general,  even  though 
particular  industries  do  manage  to  get 
away  with  more  than  they  put  in  and 
even  though  they  divide  part  of  their 
gain  with  their  employes  in  the  form 
of  increased  wages.  U  they  are  bona 
fide  infant  industries  well  adapted  to 
the  country,  then  later  on  they  can  pay 
back  into  the  common  pool  enough  to 
make  up  for  the  excess  they  previously 
took  out. 

This  reasoning  on  the  part  of  indus- 
tries that  want  protection  is  very 
similar  to  make-work  arguments  on 
the  part  of  labor  which  the  manufac- 
turers are  very  quick  to  condemn. 
Laborers  see  that  if  they  limit  their 
output,  it  will  take  more  laborers  to  do 
a  given  amount  of  work;  and  the  more 
laborers  the  employers  will  need,  the 


higher  the  wages  all  laborers  will  get. 
Any  employer  can  point  out  the 
fallacies  in  the  argument  without  hesi- 
tation, but  the  laborer  has  frequently 
been  led  to  follow  the  manufacturer 
with  his  fuU-dinner-pail  fallacy. 

Industry  and  commerce  in  all  of  the 
leading  nations  of  today  are  organized 
for  profit,  for  the  personal  profit  of 
owners  and  managers,  and  government 
is  considered  the  handmaiden  of  bus- 
iness rather  than  business  the  hand- 
maiden of  government.  Business  men 
seeking  their  own  profit,  and  often 
really  thinking  that  they  are  also 
promoting  the  interests  of  their  coun- 
try, take  steps  and  advocate  business 
and  government  policies  that  inevi- 
tably provoke  war.  As  regrettable  as 
it  may  be,  the  common  attitude  of  the 
business  man  as  well  as  of  the  laborer 
regarding  his  own  business  or  work  is 
to  make  the  most  possible  for  self  and 
to  think  very  little  about  social  welfare. 
In  matters  that  do  not  touch  his  profits 
or  wage  immediately,  he  may  have  a 
fairly  well  developed  social  conscience, 
but  in  these  immediate  matters  he 
frequently  has  httle  effective  regard 
for  the  pubUc  welfare,  or  he  can  easily 
argue  himself  into  believing  that  what 
is  good  for  him  is  the  thing  for  him  to 
do.  Probably  we  are  all  much  alike 
under  similar  circumstances,  but  it  b 
important  for  social  welfare  that  there 
be  a  large  enough  body  of  intelligent 
and  socially-minded  opinion  on  each 
vital  matter  of  policy  to  prevent  inter- 
ested parties  from  leading  the  nation 
into  pitfalls.  Prequently  contrarily 
interested  parties  are  even  more  effect- 
ive than  disinterested  and  unbiassed 
ones. 

Prior  to  the  Spanish-American  War, 
the  people  of  the  western  hemisphere 
had  been  so  busy  exploiting  the  re- 
sources of  a  new  continent  that  they 
paid  little  attention  to  old  world  mat- 
ters.   Their  industries  had.  been  pre- 
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dominantly  extractive,  thoughfor  about 
a  century  the  people  of  the  United 
States  had  been  developing  manufac- 
turing rather  rapidly.  These  new  man- 
ufacturers had  to  contend  with  those 
of  Europe,  especially  with  those  of 
England,  and  they  called  for  protective 
tariffs  to  shut  their  competitors  out 
of  the  home  market.  By  the  end  of 
the  nineteenth  century,  leading  United 
States  manufacturers  had  progressed 
to  a  point  where  they  could  take  care 
of  the  home  market;  in  fact,  many  of 
them  were  producing  a  surplus  for 
export.  America's  comparative  isola- 
tion was  at  an  end. 

Importance    of    Foreign    Market 

The  importance  of  the  foreign  mar- 
ket has  been  dramatically  impressed 
upon  the  people  of  America  since  1914. 
TTie  interests  of  American  manufac- 
turers, farmers,  laborers,  merchants,  of 
everybody  are  seriously  affected  by 
the  inability  of  Europeans  and  others 
to  buy  what  they  vitally  need.  Many 
of  our  people  are  beginning  to  see  as 
they  never  saw  before  that  America 
can  not  be  isolated  and  commercially 
independent,  that  order  and  credit  and 
the  production  of  goods  in  Europe  are 
important  factors  in  determining 
American  welfare.  Some  see  also  that 
if  European  and  other  countries  pay 
their  debts  to  the  United  States  that 
the  United  States  must  have  a  surplus 
of  imports  rather  than  a  surplus  of 
exports  as  prior  to  the  war.  In  fact, 
if  the  principal  of  the  debt  is  neither 
increased  nor  decreased  and  only  the 
interest  is  paid,  the  United  States  must 
accept  a  surplus  of  imports  and  have  a 
so-called  "unfavorable"  balance  of 
trade.  That  is  what  some  call  the 
penalty  and  what  others  consider  the 
advantage  of  being  a  creditor  country. 
Americans  are  likely  to  hold  up  their 
hands  in  horror  when  the  flood  of 
imports  begins  to  arrive.    The  cry  for 


protection  may  be  even  louder  than  it 
is  now  from  some  sections.  But  why 
should  a  coimtry  or  a  man  object  to 
having  a  debtor  pay  his  debts?  He 
must  pay,  if  he  pays  at  all,  in  goods  or 
in  money;  and  of  what  use  is  the  money 
imless  we  can  purchase  goods  (imports) 
with  it? 

Many  former  protectionists  are  see- 
ing too  that  checking  imports  checks 
exports.  A  coimtry  town  can  not  sell 
to  surrounding  farmers  unless  the 
farmers  can  sell  what  they  produce. 
If  the  town  puts  a  tariff  upon  imports 
from  the  country,  and  thereby  checks 
farmers'  sales  to  the  townspeople,  it  at 
the  same  time  checks  its  merchants' 
sales  to  the  farmers.  Foreigners  can 
not  afford  to  buy  from  us  indefinitely 
unless  they  can  sell  to  us  also. 

RetaUation  by  the  foreign  tariff 
makers  is  not  to  be  overlooked  either. 
France  has  recently  imposed  upon 
automobiles  the  same  import  duty  as 
does  our  Underwood  tariff  law  of  1918. 
American  automobile  manufacturers 
have  recently  urged  lower  duties  here 
with  the  hope  of  having  reciprocal 
action  taken  by  European  countries. 
Dispatches  from  Washington  state 
also  that  similar  positions  will  be  taken 
by  American  manufacturers  of  steel, 
typewriters,  cash  registers,  sewing 
machines,  adding  machines,  boots> 
shoes  and  other  exports. 

Free-trade  doctrines  by  northern  inter- 
ests heretofore  in  the  vanguard  of  high  pro- 
tectionists and  the  South  clamoring  for  cot- 
ton and  sugar  tariffs  are  among  the  least  of 
the  new  situations  to  confront  the  Republi- 
can leaders.  Powerful  commercial  groups 
are  to  urge  upon  Congress  that  foreign  mar- 
kets and  not  protection  are  essential.^ 

At  the  same  time  large  American 
agricultural  interests  are  asking  for  the 

^Waahington  despatch  to  Minneapolis  Tri- 
bime»  Dec  SO,  1920,  p.  10.  This  reminds  one 
of  the  British  free-trade  movement  about  a  cen- 
tury ago. 
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Government  to  arrange  to  give  Europe 
credit  and  to  pass  tariffs  shutting  out 
importation  of  wheat,  wool,  sugar  and 
other  agricultural  products  into  the 
United  States.  Senators  and  congress- 
men from  eastern  states  say  that  their 
manufacturing,  labor  and  other  con- 
stituents need  protection  from  falling 
prices  just  as  much  as  do  western  and 
southern  farmers.  The  above  in- 
stances illustrate  the  fact  that  most 
legislation,  whether  for  the  purpose  of 
encouraging  or  restricting  foreign 
trade,  or  whether  for  some  other  pur- 
pose, commonly  originates  with  and 
is  put  through  by  interested  parties 
and  sections,  usually  producers  rather 
than  consumers,  and  that  it  is  opposing 
producing  interests  that  check  their 
proposals  rather  than  any  great  body 
of  actually  disinterested  champions  of 
the  social  welfare.  This  is  not  to  deny 
that  there  are  such  champions,  but  few 
of  them  make  laws.  This  does  not 
mean,  however,  that  lawmakers  are 
especially  different  from  other  people 
under  similar  conditions. 

Conclusion 

What,  then,  is  our  conclusion  as  to 
what  the  United  States  Government 
should  do  to  encourage  foreign  trade? 
In  general,  that  it  should  count  the 
costs  of  any  proposed  action,  consider 
the  probable  results  and  decide  whether 
the  results  will  probably  justify  the 
costs.  We  should  not  let  special 
interests  drag  the  country  into  doing 
something  which  may  be  of  benefit  to 
those  particular  interests,  but  injurious 
to  the  country  as  a  whole.  Laissez- 
faire  may  be  just  as  disastrous  as 
regulation;  discrimination  is  neces- 
sary. Effectiveness  in  production  is 
much  more  important  than  artificial 
encouragement  of  continued  ineffi- 
ciency. The  possibility  of  war  must 
not  be  overlooked,  but  doing  away 
with  activities  which  provoke  war  will 


lessen  the  costs  of  preparing  for  possible 
war,  to  say  nothing  of  the  costs  of 
actual  war. 

To  be  somewhat  more  concrete. 
The  organization  of  our  departments 
of  state  and  commerce  and  other 
governmental  establishments  having 
to  do  with  foreign  trade  can  be  much 
improved.  Coordination,  a  trained 
service,  adequate  salaries,  consistent 
poUcies,  foresight  and  ability  applied 
to  the  problems  can  do  wonders.  We 
might  give  a  few  illustrations  relative 
to  matters  of  general  policy.  In  the 
opinion  of  the  present  writer,  the 
United  States  might  well  encourage 
such  infant  and  key  industries  as  the 
new  dye  and  chemical  industries,  but 
protection  to  American  producers  of 
steel,  shoes,  cotton,  wool,  wheat  and 
many  other  products  is  unnecessary 
and  unwise.  A  tariff  of  thirty  cents 
per  bushel  on  Canadian  wheat,  which 
is  advocated  by  many,  seems  as  ridicu- 
lous as  a  means  to  hold  up  prices  of 
United  States  wheat  when  both  Canada 
and  the  United  States  are  exporting  a 
surplus.  How  will  it  affect  the  world 
or  Liverpool  price  which  practically  all 
agree  determines  the  price  in  both  the 
United  States  and  Canada?^ 

The  United  States  may  well  go  to 
some  expense  to  encourage  an  Ameri- 
can merchant  marine,  partly  because 
it  promises  some  real  commercial 
advantages  that  may  repay  part  or  all 
of  the  costs  of  temporary  protection  or 
subsidy,  but  chiefly  as  a  means  of 
defense,  if  needed.  If  it  were  not  for 
the  possibility  of  war  the  marine  might 
be  left  to  stand  on  its  own  bottom. 
The  fact  that  we  now  actually  have  a 
merchant  marine  makes  the  situation 
different  from  what  it  would  be  if  the 
question  were  shall  we  or  shall  we  not 
build  one.     If  it  is  to  remain  an  Amer- 

^  The  writer  does  not  contend  that  it  will  have 
no  result,  but  the  effect  would  be  principally 
upon  millers. 
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ican  merchant  marine,  the  great  prob- 
lem is  how  are  we  to  subsidize  it  and 
get  the  results  we  want»  for  all  sub- 
sidies involve  great  dangers.  Limita- 
tion of  sale  to  Americans  involves  a 
subsidy  to  the  buyers  in  the  selling 
price  if  that  is  lower  than  it  would  be  to 
foreigners.  If  it  is  not  lower,  then  the 
limitation  is  useless.  No  other  sub- 
sidy seems  necessary  for  vessels  sold 
by  the  government  to  private  parties, 
if  the  government  follows  a  consistent 
policy  from  the  start,  because  the 
buyer  would  discount  all  disadvantages 
in  the  purchase  price.  It  is  both 
claimed  and  denied  that  the  La  Fol- 
lette  Seaman's  Act  handicaps  the 
operation  of  American  ships.  There 
are  numerous  other  alleged  disadvan- 
tages and  advanti^es  of  American 
construction  and  operation.  The 
writer  can  not  discuss  all  of  these; 
nevertheless,  he  believes  that  it  is 
practical  and  wise  to  work  out  a  mer- 
chant marine  policy  in  connection  with 
our  commercial  and  naval  policies. 

The  United  States  is  much  interested 
also  in  the  peace  and  prosperity  of 
European  and  all  other  countries. 
She  is  especially  interested  in  the  set- 
tlement of  the  reparations  question 
and  the  establishment  of  better  credit 
conditions  in  Europe,  also  in  what 
foreign  and  commercial  poUcies  the 
various  nations  are  to  pursue  in  the 
future.  She  is  interested  in  the  elim- 
ination of  unfair  commercial  practices 
by  the  traders  of  various  nations  in- 
cluding her  own.  The  United  States 
does  not  permit  every  interest  in  the 
United  States  to  follow  its  own  sweet 
will  regardless  of  the  rights  of  others. 
An  Interstate  Commerce  Commission, 
a  Federal  Trade  Commission,  numer- 
ous other  federal  and  state  commis- 
sions, courts  and  o£Bcials  are  engaged 
all  the  time  in  preventing  unfair  prac- 
tices in  order  to  promote  the  general 
welfare.    The  anarchy  in  the  inter- 


national field  where  every  nation  is 
sovereign  and  wants  to  piu^ue  its 
selfish  national  interests  endangers  civi- 
lization.  The  leading  nations  of  the 
world  threaten  to  wear  themselves  out 
fighting  each  other  as  did  the  Greek 
city  and  later  nations;  in  fact,  as  have 
practically  all  civilizations  before  us. 
A  proper  international  organization 
which  has  its  beginnings  largely  in 
mutual  conference  and  pubUcity  can 
accomplish  much  and  form  the  basis  of 
a  more  perfect  organization  later. 

The  United  States  is  in  a  peculiarly 
strat^c  position  to  promote  wiser 
commercial  policies  throughout  the 
world.  But  her  financial  strength,  her 
large  markets,  her  great  natural  re- 
sources, everything  she  has,  should  not 
be  used  as  clubs  to  secure  favors  but 
rather  as  means  of  eliminating  dis- 
criminations, unfair  practices  and  sel- 
fish policies.  The  United  States  has 
stood  for  the  open  door  in  the  Far  East. 
Let  her  stand  for  this  policy  consist- 
ently, not  only  in  the  Far  East,  and  not 
only  when  other  nations  threaten  to 
close  the  door,  but  also  when  she  her- 
self has  control  of  the  door.  Privi- 
lege and  discrimination  are  at  the  root 
of  war  and  war  is  the  greatest  foe  of 
commerce  and  of  civiUzation.  CiviU- 
zation  can  not  exist  without  commerce 
and  can  not  progress  without  increas- 
ing commerce.  The  writer  does  not 
believe  that  wars  are  ended  any  more 
than  he  beUeves  that  all  murders  and 
robberies  are  ended,  but  he  beheves 
they  can  be  minimized  and  in  the 
course  of  time  be  made  as  improbable 
as  wars  between  our  federal  states  are 
at  present.  The  United  States  Gov- 
ernment can  do  nothing  greater  to 
promote  foreign  trade  than  to  promote 
world  peace;  and  if  our  statesmen  rise 
to  the  occasion,  we  can  do  much  in  this 
direction  despite  the  fact  that  we  have 
been  wasting  much  precious  time  and 
goodwill. 
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The  Perils  of  the  New  Economic  Nationalism 

By  E.  M.  Patterson,  Ph.D. 
UniTenity  of  Pennsylvania 


AN  examination  of  any  of  the  cur- 
rent discussions  of  the  economic 
questions  facing  the  United  States 
shows  an  immistakable  tendency  to 
fdl  back  upon  the  terminology,  the 
methods  of  approach  and  habits  of 
thought  of  the  nineteenth  century  and 
the  earUer  years  of  the  twentieth.  This 
is  due  in  part  to  the  fact  that  our  eco- 
nomic organization  is  one  that  was 
adapted  to  the  type  of  activity  which 
was  dominant  during  that  period,  in 
part  to  the  stimulus  given  all  nation- 
alistic movements  during  the  war  and 
in  part,  probably,  to  force  of  habit. 
An  analysis  of  some  of  the  leading 
tendencies  of  the  nineteenth  century  is 
accordingly  necessary  to  an  under- 
standing of  the  present. 

While  admitting  the  importance  of 
other  than  economic  influences  in  pre- 
cipitating the  great  war  recently  ended, 
the  strictly  economic  aspects  may 
properly  be  emphasized.  Ignoring, 
then,  geographical,  racial  and  poUtical 
influences,  what  were  the  strictly 
economic  ones? 

Economic  Aspects  op  the  War 

The  Industrial,  or  perhaps  we  should 
say  Economic,  Revolution  brought 
about  changes  that  are  well  known,  but 
whose  significance  is  apt  to  be  over- 
looked, merely  because  the  facts  are  so 
frequently  reiterated.  In  the  middle 
of  the  eighteenth  century  England, 
Prance  and  Grermany  were  still  chiefly 
agricultural  countries.  In  England 
much  land  was  still  in  the  hands  of 
small  holders.  In  France,  most  of  the 
peasants  were  legally  free,  and  a  con- 
siderable proportion  were  land-holders, 
but  there  were  many  oppressive  re- 
straints on  the  person  of  the  laborer 


and  on  the  land.  Grermany  was  more 
agricultural  than  was  France,  but  the 
methods  she  employed  were  antiqua- 
ted, and  the  country  as  a  whole  poor.  Of 
the  three  countries,  England  had  most 
fully  developed  manufacturing,  but  the 
domestic  system  was  still  prevalent. 
English  commerce,  too,  was  much  more 
advanced  than  that  of  other  countries 
in  its  volume,  its  geographical  range 
and  its  variety.  It  developed  five-  or 
six-fold  in  the  eighteenth  century,  and 
was  largely  in  staple  goods.  French 
trade  was  small  in  volume,  was  largely 
European  and  was  chiefly  in  fancy 
goods.  The  trade  of  Germany  was 
limited  a^d  sluggish,  greatly  hampered 
by  tariffs  and  tolls. 

The  Economic  Revolution,  which 
occurred  in  the  latter  part  of  the  eight- 
eenth century  and  continued  well  into 
the  nineteenth  century,  appeared  in 
somewhat  different  forms  and  degrees 
and  at  different  times  in  the  various 
countries.  Investments  in  agricul- 
tural operations  became  larger,  ma- 
chinery and  technique  were  improved, 
enclosures  increased,  and  land  was 
concentrated  in  larger  holdings  in 
England.  In  France,  serfdom  was 
abolished,  land  laws  were  relaxed, 
estates  broken  up,  small  holdings 
developed,  and  agricultural  machinery 
and  scientiflc  methods  introduced.  In 
Germany,  the  peasants  were  released 
from  serfdom:  the  size  of  land  holdings 
decreased  in  the  southwest  of  the 
country,  becoming  larger  in  the  north- 
west, and  quite  large  in  the  northeast. 

Changes  in  manufacturing  were 
much  the  same  in  all  of  the  countries 
we  are  considering.  The  factory  sys- 
tem was  introduced,  and  iron  and  coal 
became  more  important.    Urban  pop- 
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Illation  grew  more  rapidly  than  that 
of  the  country.  Therje  appeared  dif- 
ferences of  opinion  between  employers 
and  laborers,  while  conditions  among 
the  latter  became  in  many  instances 
deplorable.  Along  with  this  was  a 
great  increase  in  volume  of  output 
which  made  its  way  throughout  the 
world  over  improved  transportation 
routes.  Local  highways  and  canab 
grew  in  number  and  size;  large  water- 
ways»  like  the  Suez  Canal  and  later 
the  Panama  Canal,  were  constructed; 
steam  power,  the  telegraph  and  the 
telephone  came  into  extensive  use. 
With  this  development  of  trade,  cer- 
tain changes  occurred  in  the  tariff 
policies  of  the  leading  countries.  Dur- 
ing the  period  from  1846  to  1860, 
England  definitely  shifted  to  the  free- 
trade  basis.  For  a  time  the  other 
countries  of  Europe  followed  in  the 
same  direction,  but  soon  there  came 
a  reaction  under  the  leadership  of 
Germany,  and  the  European  continent 
embarked  on  the  development  of 
protective  tariffs.  As  markets  were 
extended,  the  desire  to  control  them 
increased,  and  opportunities  for  rivalry 
and  friction  grew. 

Causes  op  Struggle 

The  struggle  that  residted  was  one 
whose  intensity  may  be  attributed  to 
four  leading  causes.  The  first  was  the 
closer  contact  of  the  rival  commercial 
and  industrial  interests  in  many  parts 
of  the  world.  Instead  of  exploiting 
widely  separated  coimtries,  the  repre- 
sentatives of  the  rival  nations  found 
themselves  facing  each  other  in  many 
different  r^ons.  In  Persia,  in  Egypt, 
in  Manchuria  and  elsewhere,  contacts 
were  closer  than  ever  before. 

A  second  influence  was  the  large 
amounts  of  capital  involved  in  these 
great  operations.  Sums  hitherto  un- 
heard of  were  at  stake,  and  the  control 
of  these  vast  amounts  of  wealth  was 


concentrated  to  an  important  degree  in 
the  hands  of  a  few  groups.  Modern 
banking  and  investment  methods  re- 
sulted in  a  somewhat  wider  distribu- 
tion of  ownership,  but  the  actual  con- 
trol of  the  funds  rested  chiefly  with  a 
relatively  few  men  in  London,  New 
York,  Paris,  Berlin  and  Vienna.  This 
volume  of  capital,  closely  concentrated, 
gave  an  intensity  of  feeling  to  the  rival 
groups  that  exceeded  anything  pre- 
vious. 

A  third  influence  was  the  size  of  the 
plants  that  rapidly  developed.  Large- 
scale  production  increased  by  leaps 
and  bounds.  The  existence  of  a  large 
plant  very  definitely  brings  about  cer- 
tain results  because  of  the  importance 
of  uninterrupted  operation.  Any  ir- 
regularities mean  periods  of  unem- 
ployment with  frequent  labor  disturb- 
ances, and  executives  are  usually 
anxious  not  to  have  unnecessary  diffi- 
culties with  their  employes.  A  large 
establishment  has  many  '* overhead" 
expenses  which  must  be  met  even  if 
the  plant  is  not  in  operation,  and  con- 
sequently the  managers  of  such  an 
enterprise  are  anxious  not  to  operate 
on  part  time  or  to  shut  down  entirely. 
The  large  volume  of  goods  turned  out 
can  not  all  be  sold  to  advantage  at 
home,  and  fore^  markets  are  eager- 
ly sought.  Preferential  treatment  in 
these  markets  is  desired  and  often 
secured  and  as  a  result,  bad  feeling 
between  rival  groups  is  frequently 
developed.  Large  quantities  of  raw 
materials  in  regular  supply  are  de- 
manded to  keep  the  factories  in  opera- 
tion. Coal,  iron,  cotton,  wool,  rubber 
and  lumber  are  illustrations.  Control 
over  these  sources  of  supply  becomes 
important.  If  these  commodities  are 
located  in  other  countries,  an  attempt 
to  secure  this  control  may  lead  to 
serious  controvCTsies.  Along  with  the 
shift  of  population  from  country  to 
town  and  the  relative  decline  of  agri* 
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cultiire,  foodstuffs  are  imported  for 
home  populations  in  larger  and  larger 
quantities,  and  dependence  on  outside 
sources  of  supply  increases  with  a  con- 
sequent desire  to  control  these  sources. 
A  fourth  reason  for  the  intensity  of 
the  struggle  is  to  be  foimd  in  the  cor- 
porate form  of  organization  which 
grew  so  rapidly  in  the  nineteenth  cen- 
tury. Its  advantages  are  niunerous, 
and  need  not  be  listed  here.  Some  of 
its  features,  however,  encourage  intense 
rivalry.  The  real  owners  of  a  given 
corporate  property  are  the  stock- 
holders and  boncUiolders  while  the 
management  is  in  the  hands  of  officers 
and  directors.  The  owners  are  not 
closely  informed  regarding  methods 
and  practices  followed  by  the  corpora- 
tion, and  are  frequently  indifferent  to 
them,  provided  they  secure  regularly 
their  interest  and  dividends.  This 
very  fact  places  on  the  officers  and 
directors  a  very  heavy  pressure.  Bond- 
holders and  stockholders  are  very 
critical  if  their  income  is  cut  off,  and 
are  quick  to  blame  the  officers  and 
directors  in  chaise.  This  pressure  is 
at  times  heavy,  and  helps  to  explain 
many  questionable  corporate  practices 
in  international  as  well  as  in  domestic 
transactions. 

Forms  op  Struggle 

With  these  influences  operating  to 
make  the  international  conflict  in- 
tense, the  struggle  took  four  different 
forms.  The  first  of  these  was  hostile 
tariffs  and  tariff  wars.  Illustrations 
are  numerous,  but  outstanding  among 
them  may  be  cited  the  tariff  war  be- 
tween Austria-Hungary  and  Roumania 
from  1886  to  1890,  and  the  one  be- 
tween France  and  Italy  in  1890. 

Second  in  the  list  may  be  mentioned 
the  scramble  for  concessions.  Rival 
groups,  usually  representing  different 
countries,  engaged  in  a  struggle  to 
secure  concessions  for  the  construction 


of  railroads,  the  development  of  mines» 
the  cutting  down  of  forests  and  the 
building  of  docks,  all  to  be  developed 
under  contract  with  the  granting  gov- 
ernment. While  the  risks  in  many  of 
these  enterprises  were  great,  the  value 
of  the  concessions  was  often  enormous. 

Third,  closely  associated  with  the 
securing  of  these  concessions  came  the 
development  of  spheres  of  influence, 
and  the  process  known  as  peaceful 
penetration.  By  an  agreement  expUcit 
or  tacit,  the  commercial  interests  of 
any  one  country  are  allowed  by  those 
of  other  countries  a  somewhat  free 
hand  in  securing  concessions  in  partic- 
ular areas.  These  areas  are  known  as 
spheres  of  influence.  They  have  been 
clearly  recognized  in  China.  In  1907, 
England  and  Russia  came  to  a  very 
definite  agreement  over  their  respective 
spheres  of  influence  in  Persia.  In  later 
years,  Grermany  considered  Turkey  as 
peculiarly  within  her  sphere. 

Fourth,  may  be  mentioned  methods 
of  international  financing.  Loans 
made  by  the  nationab  of  any  country 
to  the  government,  corporations  or 
individuals  of  another  country,  are 
often  a  source  of  great  profit.  This 
gain  arises  in  part  through  the  rate  of 
interest  which  is  often  sufficiently 
high  to  be  of  significance,  and  also 
through  the  gains  to  the  banking  syn- 
dicates who  finance  the  loans  through 
their  sale  of  the  securities  to  other 
parties.  Because  of  the  great  profits 
frequently  secured  in  this  manner, 
rivalry  between  the  banking  houses  of 
various  leading  countries  was  keen. 
Loans  were  often  made  for  industrial 
or  other  productive  purposes,  but 
often  they  were  for  distinctly  military 
uses,  and  in  some  cases  the  funds  bor- 
rowed were  squandered  in  royal  ex- 
travagances. It  has  been  frequently 
argued  that  the  terms  on  which  the 
loans  were  made  are  indicative  of  the 
risk  involved.    While  thb  is  true,  it  is 
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somewhat  offset  by  the  fact  that  the 
governments  whose  nationals  advanced 
funds  often  brought  pressiu-e  to  bear 
on  the  borrowers  to  keep  up  payments. 
In  case  the  debtor  was  slow  in  meeting 
his  obligations,  pressure  was  brought 
to  bear  on  him  and  his  government  by 
the  government  of  the  country  in 
which  the  creditor  resided,  a  practice 
which  seems  to  have  originated  with 
England,  and  has  become  a  common- 
place in  international  financing  in 
recent  years. 

Along  with  this  international  financ- 
ing, the  borrowing  country  frequently 
contracts  to  buy  supplies  and  to  accept 
expert  engineers  from  the  coimtry 
furnishing  the  funds,  and  often  abo 
accepts  a  financial  advisor  or  advisors 
from  the  same  source.  This  insures 
the  purchase  of  supplies  in  the  lending 
country  with  consequent  gains  to  the 
manufacturers  who  furnish  them. 

The  effects  of  this  intense  rivalry 
which  appeared  in  these  different 
forms  were  a  scramble  for  colonial 
possessions  and  other  difficulties  which 
finally  reached  their  cUmax  in  1914. 
Throughout  the  period  much  injustice 
was  done  to  the  natives  of  the  exploited 
countries,  who  were  compelled  to  pay 
high  taxes  and  otherwise  bear  heavy 
burdens;  battleships,  guns  and  ammu- 
nition were  frequently  sold  by  the 
corporations  of  a  country  to  potential 
enemies.  In  general,  the  effect  was  to 
develop  an  ill-feeling  that  encouraged 
war  and  finally  brought  it  about. 

Places  op  Conflict 

A  few  words  should  be  said  about 
the  places  of  conflict.  In  the  eight- 
eenth century  and  earUer  colonies  were 
desired  by  the  countries  of  Europe  on 
the  assumption  that  they  made  the 
mother  country  economically  inde- 
pendent, and  helped  to  secure  a  favor- 
able balance  of  trade.  That  these 
advantages  were  actual  b  not  entirely 
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clear,  but  beginning  in  the  latter  part 
of  the  eighteenth  century  the  situation 
was  rapidly  changed.  The  American 
Revolution  took  from  Britain  her 
thirteen  American  colonies;  Portugal 
lost  Brazil;  and  Spain  gradually  lost 
her  American  territories  to  Great 
Britain  and  the  United  States.  Then 
came  a  reaction  against  colonization, 
and  as  late  as  1870  the  situation  may  be 
summarized  by  saying  that  "  the  New 
World  had  been  discovered,  colonized 
and  Europeanized,  but  most  of  it  lost.'' 
Little  progress  had  been  made  in 
colonizing  Asia,  except  by  Great 
Britain  in  India,  Holland  in  the 
Malay  Archipelago,  Spain  in  the  Phil- 
ippine Islands  and  Russia  in  Siberia. 
Still  less  progress  had  occurred  in 
Africa.  By  1884,  England,  France, 
Portugal  and  Spain  were  in  possession 
of  certain  areas,  but  most  of  the  conti- 
nent was  still  under  motive  control. 
Reference  should,  of  course,  be  made 
to  the  ownership  of  Australia  by  Great 
Britain,  and  to  the  ownership  by 
various  powers  of  numerous  islands 
scattered  in  all  parts  of  the  globe. 

In  the  latter  part  of  the  nineteenth 
century  colonial  interest  revived  under 
the  stimulus  of  religious,  patriotic  and 
economic  motives,  the  economic  mo- 
tives being  of  a  sort  that  have  already 
been  indicated  in  the  earlier  part  of 
this  article.  The  desire  for  markets, 
raw  materials  and  foodstuffs;  the  fact 
that  some  colonies  tended  to  discrim- 
inate in  commercial  poUcies  in  favor 
of  the  mother  country  (as  for  example, 
Canada  in  1898  and  the  French  col- 
onies in  1892);  the  opportunities  af- 
forded to  individuals  for  economic 
gain  through  investments  in  colonial 
areas;  and  finally,  the  belief  that 
colonies  are  thought  to  afford  an  out- 
let for  smplus  population,  all  con- 
tributed. 

The  fact  that  some  of  these  ideas 
were  perhaps  inaccurate  would  carry 
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more  weight  were  it  not  for  the  further 
fact  that  they  were  so  thoroughly 
believed.  It  may  be  that  people  emi- 
grate to  better  themselves,  and  do  not 
necessarily  go  to  the  colonies  of  their 
own  home  country.  It  is  true  that 
France  had  a  declining  birth-rate,  and 
that  emigration  from  Germany  in 
later  years  was  relatively  slow.  Never- 
theless, these  ideas  regarding  the 
advantages  of  colonial  expansion  were 
prevalent. 

The  fields  of  expansion  were  chiefly 
in  Asia  and  Africa,  and  only  a  few  need 
be  referred  to.  Great  Britain's  inter- 
ests in  South  Africa  resulted  in  the 
Boer  War;  the  conflicting  interests  of 
the  French  and  the  British  in  Egypt 
almost  precipitated  a  conflict  between 
their  respective  countries  at  the  time 
of  the  Fashoda  incident.  England, 
France,  Germany  and  Spain  almost 
came  to  a  clash  over  Morocco.  In 
Asia,  Japan  dominated  over  China  in 
war  during  the  nineties,  and  fought 
against  Russia  successfully  ten  years 
later.  England  and  Russia  barely 
avoided  a  conflict  by  their  agreement 
over  Persia  in  1907,  war  being  averted 
only  because  of  their  mutual  distrust 
of  Germany.  The  Near  East,  which 
was  the  center  of  so  much  rivalry,  was 
the  spot  where  the  conflict  of  interests 
finally  precipitated  the  Great  War. 

Changes  Since  the  War 

What  change  has  come  during  and 
since  the  war?  Are  there  groimds  for 
feeling  that  the  difliculties  now  are 
largely  eliminated,  or  is  the  conflict 
apparently  continuing?  The  recital 
of  a  few  facts  may  help  to  answer  the 
question. 

That  the  countries  of  the  world  are 
ready  to  handle  their  tariff  problems  in 
a  more  conciliatory  manner  does  not 
seem  clear.  In  the  earlier  years  of  the 
war  there  occurred  a  number  of  inci- 
dents   of    significance.    Pan-German 


writers,  imder  the  leadership  of  such 
men  as  Rohrbach  and  Naumann, 
presented  to  their  coimtrymen  daring 
schemes  of  organization  designed  to 
make  of  Germany,  Austria,  Turkey 
and  the  Balkan  States  a  powerful 
union.  This  imion  was  to  be  bound 
together  by  a  system  of  preferential 
tariffs  in  opposition  to  the  rest  of  the 
world.  On  the  Allied  side  came  the 
Paris  Economic  Conference  of  June, 
1916,  at  which  were  passed  resolutions 
never  formally  approved  by  the  coim- 
tries  represented,  but  which  reflected 
the  ideas  of  powerful  groups  within 
each  of  them.  These  resolutions 
brought  a  quick  reaction  in  Grermany, 
the  leaders  of  that  country  declaring 
that  the  Paris  Economic  Conference 
confirmed  aU  that  they  had  been  saying 
about  the  hostile  intent  of  the  Allies 
toward  German  economic  life. 

Among  the  committees  appointed 
by  the  British  Government  to  analyze 
and  report  on  British  policy  following 
the  war  was  the  Committee  on  Indus- 
trial and  Commercial  Policy  After  the 
War,  imder  the  chairmanship  of  Lord 
Balfour  of  Burleigh.  While  the  report 
of  this  committee  was  by  no  means 
clear-cut  in  favor  of  either  free  trade 
or  protection,  it  emphasizes  the  latter 
view  sufficiently  to  mark  it  as  a  change 
from  the  British  outlook  of  the  later 
nineteenth  century.  Paralleling  these 
activities  came  the  attempts  of  the 
British  through  Orders  in  Coimcil  to 
place  restraints  on  the  importation  of 
goods  into  that  country. 

A  few  words  of  explanation  may 
make  clear  the  underlying  reasons  for 
the  change  in  the  British  attitude. 
When  England  accepted  free  trade  as 
her  guiding  principle  in  the  middle  of 
the  nineteenth  century,  she  was  dom- 
inant in  the  industrial  world.  She 
had  passed  through  the  Industrial 
Revolution  earlier  than  had  the  other 
European  countries,  and  had  quickly 
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gained  a  position  of  undoubted  leader- 
ship. It  was  not  until  the  latter  part 
of  the  nineteenth  century  that  this 
was  seriously  challenged.  By  that 
time  the  rapid  growth  of  Germany  and 
the  United  States  had  weakened  her 
position  in  many  directions.  She  be- 
gan to  feel  the  effects  of  their  competi- 
tion, not  only  in  her  foreign  markets, 
but.  also  at  home,  where  American  and 
German  goods  b^an  to  be  sold.  As  a 
reaction  from  this,  there  came  a  re- 
vival of  protectionist  ideas  about  1900, 
the  movement  being  led  by  Joseph 
Chamberlain.  Partly  because  the  Eng- 
lish people  did  not  approve  the  aban- 
donment of  free  trade,  and  partly 
because  Mr.  Chamberlain  was  asso- 
ciated in  the  minds  of  many  with  the 
conflict  in  South  Africa,  he  lost,  and 
resigned  from  office  in  1903.  The 
growth  of  a  strong  national  feeling 
during  the  war  and  the  present  prospect 
of  the  dumping  of  Grerman  goods  on 
British  markets  has  given  another 
stimulus  to  the  "tariff  reform"  move- 
ment. It  is  not  possible  at  this  time 
to  predict  in  any  way  the  outcome. 

In  France  patriotic  feeling  has  run 
high,  and  along  with  it  has  been  the 
conviction  that  the  industrial  interests 
of  northern  France  prostrated  by  the 
war  must  be  given  an  opportunity  to 
recover.  Attempts  at  restricting  im- 
ports have,  however,  been  accompanied 
by  a  great  increase  in  the  cost  of  living, 
which  has  jeopardized  the  position  of 
the  French  Government.  Whenever 
imports  have  been  allowed  to  enter 
freely,  French  exchange  has  fallen  so 
abruptly  in  the  world's  markets  as  to 
create  problems  of  a  still  different 
character.  In  the  United  States  there 
have,  for  somewhat  similar  reasons, 
appeared  revivals  of  tariff  discussions. 
The  return  of  the  Republicans  to 
power  imder  the  leadership  of  men  who 
are  avowed  believers  in  a  high  tariff, 
and    the   introduction   of   legislation 


designed  to  furnish  protection  to  the 
farmers  and  other  interests  who  are 
suffering  from  falling  prices,  illustrate 
the  tendency  referred  to. 

The  New  Concessions 

Turning  from  the  revival  of  tariff 
agitation  to  the  struggle  for  conces- 
sions, we  find  a  renewal  of  the  old 
methods.  Rival  groups  seek  the  favor 
of  successive  governments  in  Mexico; 
the  British  are  declared  to  be  seeking 
the  privilege  of  building  railroads  in 
Persia;  a  world-wide  scramble  for  oil 
is  imder  way  and  an  American  finan- 
cier returns  from  Russia  with  the 
story  of  enormous  concessions  from 
the  government  of  that  coimtry .  Con- 
cession-seeking seems  not  to  have  sub- 
sided, but  to  be  as  vigorous  as  ever. 
Perhaps  it  is  no  longer  so  dangerous, 
but  already  reports  are  numerous 
regarding  differences  of  opinion  among 
rival  groups. 

But  how  about  peaceful  penetration 
and  spheres  of  influence?  If  we  turn 
to  the  old  places  of  controversy  where 
adjustments  have  not  clearly  been 
made,  what  do  we  discover?  Fifteen 
years  ago  Russia  and  Japan  were  at 
war  because  of  their  differences  in 
eastern  Siberia.  Today,  Japan  is  re- 
taining control  over  a  large  section  of 
former  Russian  territory  in  this  very 
region,  and  only  a  confirmed  optimist 
would  take  the  view  that  another 
clash  will  not  result. 

In  1907,  war  between  Great  Britain 
and  Russia  was  narrowly  averted 
because  of  their  differences  in  Persia, 
an  adjustment  finally  being  reached  by 
the  establishment  of  a  sphere  of  in- 
fluence in  Persia  for  each  of  the  two 
countries,  these  spheres  including  the 
larger  and  richer  parts  of  that  unhappy 
land.  What  is  the  situation  there 
today?  The  war  was  hardly  over  and 
the  Peace  Treaty  not  yet  completed 
before    England    negotiated    a    new 


Digitized  by 


Google 


214 


The  Annals  of  the  American  Academy 


treaty  with  Persia.  Like  all  such 
treaties  there  is  nothing  sinister  in  its 
terms,  but  it  closely  resembles  previous 
agreements  that  were  but  preludes  to 
complete  economic  and  political  con- 
trol. At  present  writing  the  Persian 
parliament  has  not  ratified  this  treaty, 
although  it  was  signed  nearly  two  years 
ago.  In  the  meantime,  the  historic 
conflict  in  this  region  between  the 
Russians  and  the  British  is  continuing. 
In  the  Near  East  Great  Britain  has 
assumed  rights  in  Mesopotamia  in  a 
manner  that  has  brought  vigorous 
protests  from  the  United  States. 
France,  Italy  and  Great  Britain  have 
signed  an  agreement  clearly  marking 
out  spheres  of  influence  for  the  first 
two  in  Asiatic  Turkey.  Great  Brit- 
ain's sphere  is  not  defined  in  this  treaty, 
but  many  have  inferred  that  it  includes 
all  of  Turkey  not  specifically  assigned 
to  France  and  Italy.  Old  rivalries 
and  jealousies  are  in  evidence,  the 
chief  change  seeming  to  be  the  disap- 
pearance of  Germany  and  the  appear- 
ance of  the  United  States. 

Attitude  of  the  United  States 

But  what  of  the  attitude  of  the 
United  States  toward  other  questions 
than  that  of  oil  in  Mesopotamia?  By 
the  passage  of  the  Webb-Pomerene 
Act  we  declared  our  intention  to  par- 
ticipate vigorously  in  a  struggle  for 
world  trade,  and  then  endeavored  to 
carry  the  idea  more  fully  into  effect 
with  the  Edge  Act.  Having  built  a 
great  fleet  of  merchant  vessels  to  meet 
a  world  need,  we  now  propose  to  use 
that  fleet  to  further  our  own  interests. 
Agitation  for  more  restricted  immigra- 
tion, insistence  upon  higher  tariffs  and 
even  the  suggestion  that  American 
vessels  be  exempted' from. paying  tolls 
when  going  through  the  Panama  Canal, 
are  among  the  "taeasures  being  urged. 

To  recite  these  movements  and  to 
indicate  their  nationalistic  tone  is  not 


sweepingly  to  condemn  them.  Never- 
theless as  urged  they  are  contradictory 
and  dangerous,  and  are  being  pressed 
with  a  vigor  that  indicates  we  have 
now  joined  the  other  leading  powers 
of  the  world  in  a  struggle  that  may 
well  be  more  intense  and  more  destruc- 
tive than  the  one  culminating  in  1914. 
Reasons  for  the  renewal  of  these 
struggles  are  not  hard  to  find.  For  the 
most  part  they  are  the  same  as  in  the 
past,  differing  chiefly  in  their  greater 
intensity.  Raw  materials  are  more 
needed  than  ever  before,  the  necessity 
for  markets  is  imperative,  and  food- 
stuffs must  be  secm^. 

New  Forces 

Two  influences  are  somewhat  new. 
Prices  fell  abruptly  in  19^0  and  are 
still  on  their  way  down.  With  depres- 
sion upon  us,  with  unemployment 
acute,  the  struggle  will  probably  be- 
come more  bitter  than  ever.  Falling 
prices  accentuate  the  diflBciJty. 

The  second  new  influence  is  the 
greater  importance  of  the  governmental 
r&le.  In  the  past  the  contest  was 
largely  between  individuals,  corpora- 
tions and  groups  of  one  coimtry  and 
those  of  another.  As  time  passed 
governments  interested  themselves 
more  and  more,  giving  aid  to  their 
nationals  directly  and  indirectly.  Yet 
it  was  only  in  Germany  that  the  part 
of  the  government  was  highly  devel- 
oped. In  that  coimtry  economic  life 
was  closely  imified.  Combinations 
were  encouraged,  manufacturers  united 
their  efforts  to  develop  export  trade, 
the  banks  cooperated  in  every  possible 
way,  and  above  all  the  government 
approved  and  actively  assisted.  Un- 
der its  leadership  and  control  the 
entire  economic  life  of  the  coimtry  was 
organized  and  directed  to  the  advance- 
ment of  Germany  in  world  affairs. 
Today  the  other  countries  of  the  world 
are  organizing  in  a  similar  manner. 
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The  contest  is  on  a  larger  scale  and  of  many.  There  are  numerous  organ- 
whole  countries  are  organized.  The  izations  and  movements  of  intema- 
struggle  is  less  between  individuals  and  tional  scope  and  influence.  Consort- 
groups  of  di£Ferent  countries,  but  iums  of  capitalists,  international  labor 
between  nations.  organizations,  shipping  conferences  and 
Such  an  analysis  is  a  discouraging  agreements  are  illustrations  that  can 
one,  but  fortunately  there  are  groimds  not  be  multiplied  nor  analyzed  within 
for  a  more  optimistic  view.  Inter-  the  limits  of  this  article.  Fortunately, 
national  movements  are  growing  in  they  are  operating  to  offset  the  dangers 
importance.  The  League  of  Nations  that  have  been  treated  more  fully.  It 
comes  first  to  mind,  but  it  is  only  one  is  a  race  against  time. 
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FosDiCK,  Ratmond  B.  American  Police 
Systems.  Pp.  z,  408.  Price,  $«.00.  New 
York:  The  Century    Company,  1920. 

This  book  contrasts  American  and  Euro- 
pean police  and  the  problems  of  American 
and  European  police.  The  author  finds 
that  the  problem  in  America  is  more  diffi- 
cult than  that  in  European  countries 
because  of  the  heterogeneity  of  our  popula- 
tion. The  history  and  development  of 
America's  police  force  are  discussed.  One 
chapter  is  devoted  to  the  present  form  of 
police  control,  another  to  the  special  prob- 
lems of  police  control  such  as  responsible 
leadership,  etc.,  and  others,  to  removal  of 
police  heads,  effect  of  commission  govern- 
ment on  the  police  force  and  the  result  of 
the  city  manager  plan.  The  author  quar- 
rels with  the  commission  plan  of  govern- 
ment and  states  that  the  city  manager  plan 
has  not  been  in  effect  long  enough  to  ap- 
praise its  results. 

The  major  portion  of  the  book  is  taken 
up  with  discussion  of  the  organization  of 
the  police  department  and  problems  as  to 
the  Commissioner  or  Director  of  Police,  the 
duties  of  the  Chief  of  Police,  the  problems 
of  the  rank  and  file,  organization  of  the  de- 
tective force  and  a  chapter  on  crime  pre- 
vention as  part  of  the  functions  of  the 
Police  Department. 

The  author's  conclusion  is  that  our 
achievement  in  the  field  of  police  systems  is 
sordid  and  unworthy.  Many  of  his  conclu- 
sions are  too  general  to  flow  from  his  facts. 
Witness  the  followmg: 

Nowhere  in  the  world  is  there  so  great  an 
anxiety  to  place  the  moral  regulation  of  sodal 
affairs  in  the  hands  of  the  police,  and  nowhere 
are  the  police  so  incapable  of  carrying  out  such 
regulation.  Our  concern,  moreover,  is  for' ex- 
ternals, for  results  that  are  formal  and  apparent 
rather  than  essential.  We  are  less  anxious  about 
preventing  a  man  from  doing  wrong  to  others 
than  in  preventing  him  from  doing  what  we  con- 
sider harm  to  himself. 

Clyde  L.  King. 

University  of  Pennsylvania. 


WooFTER,  Thomas  Jageson.  Neffro  Migrct- 
Hon.  Fp.l95.  Price, $1.50 (paper); $2.^ 
(doth).    New  York:  W.  D.  Gray,  19«0. 

I  am  permitted  only  a  few  lines  in  which 
to  call  attention  to  one  of  the  best  studies  of 
Negro  life  in  the  rural  districts  of  the  South 
that  I  have  seen.  The  author,  a  southern 
man,  now  field  agent  of  the  Phelps-Stokes 
Fund,  is  well-equipped.  While  he  has 
followed  statistical  methods,  he  has  given 
descriptive  interpretations,  and  his  work  is 
easy  to  read.  After  describing  the  break- 
down of  the  agricultural  regime  of  slavery 
and  the  immediate  readjustments  made 
necessary  by  freedom,  he  considers  the 
present  agricultural  opportimity.  Here  one 
finds  an  excellent  account  of  the  tenant 
system,  its  advantages  and  dangers.  He 
then  takes  up  the  movements  of  population 
and  finds  that  "on  the  whole,  there  is  no 
cause  for  pessimism."  Prior  to  1910,  the 
movement  was  largely  from  one  rural  dis- 
trict to  another;  latcdy,  industrial  centers 
have  been  the  magnet.  Sanitation,  schools, 
protection  from  violence  and  injustice  in 
the  courts  he  considers  the  chief  problema 
to  be  handled  by  the  state  governments. 
He  sees  certain  evils  in  present  practices, 
i.e.,  in  the  fee  system  to  local  officials:  he 
recognizes  the  results  of  neglected  child- 
hood; he  deplores  the  exclusion  by  the  press 
of  most  topics  relating  to  the  Negro  and 
the  presentation  of  crime  or  humorous  inci- 
dents as  characteristic  of  the  race,  for  he 
feels  that  democracy  is  being  tested  in  the 
'"task  of  working  out  a  program  under 
which  two  races  may  live  side  by  side  with- 
out conflict."  A  good  bibliography  is 
appended. 

Carl  Kelbet. 

University  of  Pennsylvania. 

NOTES 

Kellor,  Frances.  Immigration  and  the 
Future.  Pp.xv,276.  Price,  $2.50.  New 
York:  George  H.  Doran  Co.,  1920. 

So  much  has  been  published  on  the  ques- 
tion of  immigration  that  it  is  not  easy  to 
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find  a  new  approach.  This,  Miss  Kellor  has 
done  in  an  unusual  way.  In  cakn,  dispas- 
sionate fashion  she  surveys  the  changed 
attitude  of  America  towards  world  problems 
and  shows  how  a  new  spirit  has  developed. 
The  older  immigration  is  sketched  and  the 
administration  of  the  older  laws  reviewed. 
Then  she  outlines  the  racial  opinion  of  the 
country  as  shown  by  the  foreign  press. 

Part  n  discusses  the  varied  relations  of 
Ammcan  business  to  immigration,  foreign 
markets,  savings  and  investments  of  immi- 
grants, etc.  In  Part  m,  economic  assim- 
ilation is  considered  and  its  difficulties 
^indicated. 

Miss  Kellor  has  given  us  a  book  which 
should  be  read  by  all  who  are  interested  in 
the  questions  involved. 

Knowles,  Morris.  Industrial  Housing, 
Pp.  X,  S9S.  Price,  $5.00.  New  York: 
McGraw-HiU  Book  Company,  1920. 

The  author  of  this  book  brings  to  his  task 
the  t;echnica1  knowledge  of  the  successful 
engineer  and  the  concrete  results  of  his 
experience  as  Supervising  Engineer  in  the 
cantonment  construction  at  Camps  Meade 
and  M'Clellan  and  as  Chief  Engineer  of  the 


Division  of  Housing  of  the  Emergency 
Fleet  Corx>oration.  In  his  discussion  of  the 
scientific  principlea  underlying  successful 
housing  projects  he  omits  no  important  de- 
tail. In  fact,  nine  of  the  thirteen  chapters 
are  given  over  to  a  consideration  of  such 
topics  as  streets  and  pavements,  water 
supply,  sewerage  and  drainage,  waste  dis- 
posal and  gas  and  electric  supplies.  The 
book,  however,  is  more  than  a  discussion  of 
those  phases  of  the  housing  problem  of  par- 
ticular interest  to  the  expert.  Throughout 
Mr.  Knowles  has  evidenced  his  ability  to 
envisage  his  problem  as  one  concerned  with 
factors  other  than  steel,  lumber  and  con- 
crete. Cost  factors  and  their  relation  to 
wages,  the  preservation  of  esthetic  values, 
the  relation  between  correct  housing  and 
labor  stability,  and  the  interrelation  of 
housing  and  town  planning  have  all  been 
emphasized,  although  on  these  points  the 
auUior  might  have  laid  more  weight  in  his 
initial  statement  of  his  problem.  Not  a 
little  of  the  book's  value  is  derived  from  the 
interesting  array  of  facts  and  figures  deal- 
ing with  such  recent  war-time  projects  as 
Yorkship,  Sun  Village,  Dundalk  and  Buck- 
man  Village. 
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Report  of  the  Board  of  Directors  of  the  American  Academy  of  Po- 
litical and  Social  Science  for  the  Year  Ending  December  31, 1920 

The  Board  of  Directors  reported  to  the  with.    In  order  to  lighten  the  burden  of 

Annual  Meeting  of  the  American  Academy  expenses  incident  to  the  Annual  Meeting 

of  Political  and  Social  Science  held  Jan-  a  fund  of  $990  was  raised.    The  Board 

uary  24, 1921,  that  the  past  year  had  been  expressed  its  gratitude  to  the  contributors 

the  most  successful  in  the  hbtory  of  the  to  this  fund. 
Academy  from  the  point  of  view  of  growth.         The  Board  assures  each  and  every  mem- 

During   the   year    1920   the   Academy  ber  of  the  Academy  that  during  the  coming 

received  1,361  new  members  and  188  new  year  no  effort  will  be  spared  in  broadening, 

subscriptions.    The  Academy  lost  85  mem-  the  activities  and  influence  of  the  organ- 

bers  by  death;  and  418  by  resignation.  ization.    In    order    to    accomplish    this 

The  receipts  and  expenditures  of  the  purpose,  the  Board  should  have  the  benefit 

Academy  for  the  fiscal  year  just  ended  are  of  such  suggestions  as  may  occur  to  the 

clearly  set  forth  in  the  treasurer's  report,  members,  and  it  is  particulariy  desirable 

The  accounts  were  submitted  to  Messrs.  that  definite  constructive  suggestions  to 

E.  P.  Moxey  and  Company  for  audit,  and  this  end  be  submitted  to  the  President  of 

copy  of  their  statement  is  appended  here-  the  Academy. 

AMERICAN  ACADEMY  OF  POLITICAL  AND  SOCIAL  SCIENCE 

Statement  of  Rbcetpts  and  Disbursements  fob  Fiscal  Year 
Ended  Decembeb  81,  1920 

Balance  Cash  on  Hand  January  1,  1920 $7,793.20 

Receipts 

Members'  Dues $32,625.08 

Life  Membership 300.00 

Special  Donations 994.00 

Subsciptions 4,921.12 

Sales  of  Publications 5,113.91 

Interest  on  Investments  and  Bank  Balance 5,673 .64 

Sundries 20.02 

Insurance 6,056.34 

55,704.06 


$63,497.26 


Disbureements 

Office  Expense $8,580.13 

Philadelphia  Meetings 4,209.38 

Publicity  Expense 6,658.94 

Publication  of  The  Annalb 31,571.68 

Membership 5,213.86 

Balance^ 7,263.27 


$63,497.26 

^  An  Investment  was  made  totaling  $7,694.81.  The  making  of  this  purdiase  created  a  cash 
de6cit  of  $431.54  as  of  January  1,  1021.  The  Investments  held  by  the  American  Academy  of 
Political  and  Soeial  Science,  December  81,  1920,  totaled  $117,876^27. 
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Jantmry  16, 1921. 

Charles  J.  Rhoads,  Esq.,  Treas., 
American    Academy    of    Political    and 
Social  Science,  Pkiladelpkia,  Pa. 

Dear  Sir.-— 

We  herewith  report  that  we  have  audited 
the  books  and  accounts  of  the  American 
Academy  of  Political  and  Social  Science 
for  its  fiscal  year  ended  December  SI, 
19S0. 

We  have  prepared  and  submit  herewith 
statement  of  receipts  and  disbursements 
during  the  above  indicated  period,  together 
with  statement  of  assets  as  at  December 
81, 1920. 

The  receipts  from  all  sources  were  verified 
by  a  comparison  of  the  entries  for  same 
appearing  in  the  Treasurer's  cash  book  with 


the  record  of  bank  deposits  and  were  found 
to  be  in  accord  therewith. 

The  disbursements,  as  shown  by  the 
cash  book,  were  supported  by  proper 
vouchers.  These  vouchers  were  in  the 
form  of  cancelled  paid  checks  or  receipts 
for  moneys  expended.  These  were  exam- 
ined by  us  and  verified  the  correctness  of 
the  payments  made. 

The  investment  securities  listed  in  the 
statement  of  assets  were  examined  by  us 
and  were  found  to  be  correct  and  in  accord 
with  the  books. 

As  the  residt  of  our  audit  and  examina- 
tion we  certify  that  the  statements  sub- 
mitted herewith  are  true  and  correct. 
Yours  respectfully, 
Edward  P.  Moxey  &  Co., 
Certified  Pvblic  AccounianU. 
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Expenditures  and  Revenues  of  the  Federal  Government 


By  Edward  B.  Rosa,  Ph.D. 

Bureau  of  Standards,  Washington,  D.  C. 


Introduction 

CRITICISM  of  the  Federal  Govern- 
ment is  the  vogue  nowadays. 
With  taxes  and  surtaxes  that  are  direct 
and  heavy  enough  to  be  seriously  felt, 
the  industries  slowed  up  and  wages  and 
prices  in  readjustment,  nearly  every- 
one finds  some  reason  for  criticism. 
The  executive  departments  are  charged 
with  being  inefficient,  extravagant  and 
overdeveloped,  and  are  popularly  sup- 
posed to  be  wasting  large  sums  of  the 
people's  money.  It  has  even  been  sug- 
gested that  the  high  cost  of  living  is 
due  to  the  high  cost  of  government, 
and  that  if  reasonable  economies  were 
introduced  in  the  executive  depart- 
ments the  cost  of  living  would  be  appre- 
ciably reduced.  If  it  were  stated  that 
high  prices  and  the  high  cost  of  liv- 
ing were  due  to  the  direct  and  indirect 
consequences  of  the  war,  the  truth  of 
the  statement  would  not  be  questioned. 
But  when  it  is  asserted  that  they  are 
caused  by  the  high  cost  of  govern- 
ment, it  appears  desirable  to  inquire: 
— ^What  is  the  cost  of  government? 
What  are  the  functions  of  government? 
And  what  becomes  of  the  four  or  five 
or  six  billions  of  dollars  annually  col- 
lected in  taxation? 

Since  the  war  the  expenses  of  the 
government  have  increased  enormous- 
ly, and  it  seems  to  have  been  assumed 
by  some  that  the  civil  bureaus  and  de- 
partments have  increased  their  activi- 
ties and  expenses  in  the  same  propor- 
tion as  the  total  has  increased.  Much 
has  been  said  and  written  about  the 
great  expansion  of  the  bureaus,  and 
the  need  for  curbing  their  growth  and 
cutting  their  estimates  is  often  em- 


phasized. Some  writers,  while  saying 
little  of  their  usefulness  or  the  increased 
need  of  their  services,  say  much  of 
their  inefficiency,  extravagance  and 
overdevelopment,  and  of  the  duplica- 
tion of  work  by  different  bureaus  or  de- 
partments. These  statements  are  us- 
ually made  in  general  terms  and 
without  proof  or  particulars,  but  they 
appear  to  be  made  in  good  faith  and 
apparently  with  the  belief  that  bureau 
officers  are  more  anxious  to  expand 
their  functions  and  spend  money  than 
to  increase  the  efficiency  and  useful- 
ness of  their  respective  bureaus.  This 
opinion  is  so  seriously  at  variance  with 
what  one  should  expect  that  it  appears 
worth  while  to  examine  the  facts  in 
the  case. 

A  prominent  western  paper  recently 
said: 

The  people  are  willing  to  pay  the  cost  of 
the  war.  They  are  willing  to  pay  ade- 
quate salaries  and  wages  for  all  the  public 
officials  and  employes  actually  needed  for 
government  work.  But  everyone  knows 
that  government  expenditures  in  the  nation, 
the  state  and  the  mimicipality  are  enor- 
mously swollen  by  unnecessary  depart- 
ments, commissions,  bureaus,  boards,  offi- 
cials and  employes,  to  swell  the  list  of 
soft  places  for  party  workers.  The  biggest 
issue  today  in  this  country  is  the  tax  issue. 
The  government  may  take  warning  now; 
the  people  will  not  stand  for  increasing 
burdens  of  taxation  for  party  loot  and  pub- 
lic waste. 

Such  ideas  have  been  expressed  over 
and  over  again,  in  editorials,  on  the 
platform  and  in  resolutions  of  public 
bodies.  But  some  writers  go  further 
and  assert  that  not  only  is  there  a  large 
surplus  of  federal  employes  in  the  de- 
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partments,  but  that  taken  as  a  class 
they  are  inefficient  and  unprofitable. 
Such  a  serious  indictment  of  the  gov- 
ernment deserves  to  be  examined,  and 
if  found  to  be  true  the  responsibility 
should  be  placed  and  the  remedy  ap- 
plied. 

Congress  has  already  acted  in  the 
matter  of  appropriations  and  has  made 
radical  reductions  in  many  directions. 
It  has  also  under  consideration  an 
executive  budget,  a  rearrangement  of 
some  of  the  bureaus,  a  classification 
and  standardization  of  the  personnel  of 
the  government,  and  other  construc- 
tive measures  looking  to  increased 
efficiency  in  the  public  service.  No- 
body wUl  welcome  efforts  to  increase 
the  efficiency  of  the  government  serv- 
ice more  cordially  than  the  permanent 
civil  service  staff  of  the  government, — 
or  what  should  be  the  permanent  staff, 
but  in  these  later  days  is  anything  but 
permanent.  Such  efforts  are  timely 
and  will  perhaps  be  facilitated  by  fur- 
ther discussion  of  the  functions  and 
cost  of  government;  for  there  is  a  good 
deal  of  misunderstanding  and  miscon- 
ception in  the  public  mind  regarding 
the  work  of  the  Federal  Government, 
its  scope  and  value  and  cost. 

The  Functions  of  Government 

Henry  C.  Adams,  in  his  treatise  on 
the  Science  of  Finance,  classifies  govern- 
mental functions  into  three  groups: 
(a)  The  protective  functions  of  govern- 
ment, (b)  the  commercial  functions  of 
government,  and  (c)  the  developmental 
functions  of  government. 

(a)  The  protective  functions  of  gov- 
ernment are  divided  into  three  princi- 
pal classes:-  (1)  Protection  against  in- 
vasion or  encroachment  from  without 
is  provided  by  the  Army  and  Navy, 
and  this  has  always  been  an  important 
and  relatively  expensive  department  of 
a  national  government.  (2)  Protec- 
tion of  life,  property  and  reputation. 


which  is  accomplished  through  police, 
fire  departments,  and  the  courts. 
(3)  Protection  against  the  spread  of 
disease,  either  physical  or  social.  As 
crime  is  looked  upon  as  a  phase  of  so- 
cial disease,  this  will  include  prisons, 
asylums,  sanitary  provision,  public 
charities,  etc. 

(b)  The  commercial  functions  of 
government  include  those  which  render 
a  service  for  which  payment  is  made 
by  the  individuab  served,  and  are  in 
general  self-supporting.  They  address 
themselves  primarily  to  the  personal 
needs  of  the  citizen  rather  than  to  the 
social  needs  of  the  state,  and  are  per- 
formed by  the  state  because  it  can 
render  the  service  better  or  cheapo 
than  private  agencies.  These  services 
are  generally  such  as  can  be  rendered 
better  by  a  single  agency  having  a 
monopoly,  rather  than  by  many  com- 
peting agencies.  Hence  it  is  usually  a 
choice  between  the  government  per- 
forming the  service  or  supervising  the 
private  agency  which  does  so.  Ex- 
amples are  the  post  office,  railways, 
canals,  telegraphs  and  other  public 
utilities,  patents  and  insurance. 

(c)  The  developmental  functions  of 
government  ''are  such  as  spring  from 
a  desire  on  the  part  of  society  to  attain 
higher  forms  of  social  life."  Society  b 
not  merely  a  collection  of  individuals, 
but  is  a  conscious  organism,  and  the 
interests  of  society  require  collective 
action  in  its  development.  This  in- 
cludes: (1)  Public  education,  (2)  public 
recreation,  (3)  providing  those  legal 
and  administrative  conditions  in  which 
private  business  will  be  conducted  in  a 
just  and  equitable  manner,  (4)  investi- 
gation and  control  of  public  utilities, 
(5)  developing  the  resources  and  wealth 
of  the  state,  which  includes  scientific 
and  industrial  research  and  the  coop- 
eration of  the  government  with  scien- 
tific and  engineering  societies  and  the 
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industries  in  engineering  and  industrial 
standardization. 

Developmental  Functions  op  the 
Federal  Government 

These  three  classes  of  functions  are 
exercised  to  some  extent  by  municipal 
and  state  governments  as  well  as  the 
Federal  Government.  The  powers  of 
the  Federal  Government  were  delegated 
to  it  by  the  states,  and  were  intended 
to  be  those  required  for  the  exercise  of 
sovereignty  by  the  nation  in  its  relation 
with  other  nations,  the  maintenance  of 
a  national  army  and  navy,  the  provi- 
sion of  a  national  currency,  a  conunon 
postal  system,  a  imiform  system  of 
weights  and  measures  (although  this 
was  not  carried  out  as  intended),  the 
regulation  of  interstate  conmierce,  etc. 

In  the  early  years  of  our  history,  so- 
ciety was  relatively  simple,  communi- 
cation and  travel  were  infrequent, 
and  each  community  was  compara- 
tively independent.  Hence  local  gov- 
ernments were,  in  many  respects, 
more  important  than  national.  With 
the  developments  in  transportation 
and  communication  which  have  re- 
sulted from  steam  and  electricity,  the 
forty-eight  states  have  come  very  close 
together,  conmierce  and  industry  have 
much  in  common  everywhere,  imif orm- 
ity  of  practice^  and  uniformly  good 
practice  are  generally  desired,  and  it 
has  been  a  problem  how  to  avoid  con- 
fusion of  administration  and  industrial 
practice  when  there  were  so  many 
le^lative  and  administrative  bodies 
in  the  various  states  acting  independ- 
ently of  each  other.  This  has  been 
partly  accomplished  by  the  co5pera- 
tion  of  federal  agencies  with  state 
bodies,  leaving  the  legal  authority 
with  the  states.  But  very  much  re- 
mains to  be  accomplished  in  this 
regard,  and  in  many  cases  where  coop- 
eration is  greatly  needed,  the  Federal 
Government  is  doing  little  or  nothing. 


Many  protective  and  developmental 
f imctions  have  long  been  exercised  by 
the  Federal  Government  because  they 
were  of  conmion  interest  to  all  the  peo- 
ple, they  could  be  performed  more 
effectively  and  more  economically  by 
the  Federal  Government  than  by  the 
several  states,  and  there  was  difficulty 
in  getting  all  the  states  to  work  in  har- 
mony on  a  conmion  program.  Thepeo- 
ple  who  support  the  Federal  Govern- 
ment are  the  same  people  who  support 
the  forty-eight  state  governments,  and 
hence  the  plan  of  acting  together 
through  the  Federal  Government  in 
performing  f imctions  of  interest  to  all  is 
not  only  economical  and  efficient  but 
logical  and  just.  In  practice  it  has 
worked  out  exceedingly  well  in  many 
cases  where  a  single  agent  can  perform 
the  service  more  efficiently  than  many 
agencies.  On  the  other  hand  there  are 
some  cases,  such  as  vocational  and 
agricultural  education  and  the  con- 
struction of  improved  highways,  where 
the  Federal  Government  is  promoting 
activity  and  cooperation  among  the 
states  by  aiding  in  the  financial  support 
of  work  carried  oii  by  the  states. 

Scientific  Research  a  Luxury 
OR  A  Necessity? 

For  many  years  the  revenues  of  the 
Federal  Government  were  ample  and 
easily  obtained.  Taxation  was  indi- 
rect and  not  felt  and  many  of  the  devel- 
opmental functions  of  the  government 
were  exercised  with  little  question  or 
objection.  The  Great  War  involved 
enormous  expenditures  and  increased 
the  fixed  charges  due  to  the  public  debt 
and  other  war  obligations  to  several 
times  the  former  budget.  The  result 
is  that  expenditures  for  education, 
scientific  research  and  development 
work  are  severely  scrutinized,  and  the 
question  is  raised  as  to  whether  we  can 
afford  to  carry  on  such  work  on  a  gen- 
erous scale.    It  is,  of  course,  proper 
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that  every  item  in  the  national  budget 
be  closely  scrutinized,  and  that  nothing 
be  passed  which  can  not  justify  itself. 
It  is  desirable,  therefore,  to  inquire 
whether  scientific  and  industrial  re- 
search as  carried  on  by  the  Federal 
Government  is  a  luxury  or  a  necessity; 
whether  it  is  something  to  be  enjoyed 
when  taxes  are  light  and  curtailed 
when  taxes  are  heavy;  or  whether  it  is 
creative  and  wealth-producing,  and 
therefore  to  be  increased  and  developed 
when  expenses  are  abnormally  large 
and  a  heavy  debt  must  be  liquidated. 
The  question  is,  in  short,  whether  sci- 
entific and  industrial  research  and  edu- 
cation and  other  developmental  work 
of  the  government  are  like  good  seed 
and  fertilizer  to  a  farmer,  which  are  es- 
sential to  the  best  success;  or  whether 
they  are  as  luxuries  to  the  rich  which 
should  be  curtailed  when  necessary 
expenses  increase.  Before  discussing 
this  question  further,  however,  we  may 
consider  the  organization  of  the  Federal 
Government  and  the  classification  of  its 
activities.  As  a  basis  of  such  classi- 
fication, we  may  take  the  government's 
budget  of  expenditures  and  revenues, 
analyzing  and  classifying  them  accord- 
ing to  the  functions  of  the  various 
branches  of  the  service. 

Distinction  Between  Gross  Expend- 
itures and  Net  Expenses  of 
Government  Departments 

Some  months  ago  the  writer  made  a 
study  of  the  appropriations  for  all 
branches  of  the  government  service  for 
the  fiscal  year  1920.  These  appropria- 
tions were  analyzed  and  classified  into 
six  groups.^  The  result  showed  that 
for  the  fiscal  year  1920,  three  per  cent 
of  the  total  budget  was  appropriated 
for    general    governmental    purposes 

^  The  Economic  ImportaDce  of  the  Scientific 
Work  of  the  Government,  Journal  of  the  Wash- 
ington Academy  of  Sciences,  vol.  10,  pp.  841-382. 
IMO. 


Gegislative,  executive,  and  judicial), 
three  per  cent  for  public  worics,  one  per 
cent  for  research,  education,  and  devel- 
opment, and  93  per  cent  for  the  army 
and  navy,  railroad  deficit,  shipping 
board,  pensions,  war-risk  insurance 
and  interest  on  the  public  debt,  all  of 
which  are  either  obligations  arising 
from  the  war  or  preparation  for  pos- 
sible future  wars. 

In  order  to  get  a  more  accurate 
knowledge  of  government  expenditures, 
and  to  ascertain  how  they  have  in- 
creased in  recent  years,  the  receipts 
and  expenditures  of  all  departments 
for  the  past  ten  years  have  since  been 
analyzed,  using  the  official  published 
records  of  the  Treasury  Department  for 
the  purpose,  but  following  a  somewhat 
different  and  more  detailed  classifica- 
tion. Appropriation  bills  do  not  show 
the  earnings  or  credits  to  bureaus  and 
departments  and  hence  in  many  cases 
are  misleading  as  to  the  real  cost  of  a 
given  branch  of  the  service.  In  some 
cases  the  whole  cost,  and  in  other  cases 
a  large  part  of  the  cost,  is  covered  by 
fees  or  earnings.  Examples  of  sudi 
cases  are  the  Consular  Service,  the 
Patent  Office,  the  Land  Office,  the 
Reclamation  Service,  the  Bureau  of 
Navigation,  the  Forest  Service,  Na- 
tional Bank  examinations,  the  Federal 
Reserve  Board  and  notably  the  Post 
Office.  A  "billion  dollar  Congress" 
was  a  familiar  phrase  in  prewar  days, 
and  this  was  generally  supposed  to 
mean  that  the  National  Government 
cost  the  taxpayers  a  billion  dollars  a 
year.  This,  however,  was  not  the  case. 
It  meant  merely  that  the  total  appro- 
priations by  Congress,  that  is,  the  au- 
thorized gross  annual  disbursements  of 
the  government,  including  the  entire 
business  of  the  Post  Office  Department, 
amounted  to  a  billion  dollars  per  an- 
nimi.  In  no  single  year  prior  to  our 
entry  into  the  Great  War  were  the  net 
expenses  of  the  government  payable 
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from  taxation  as  much  as  seven  hun- 
dred millions  of  dollars.  The  impor- 
tant distinction  between  gross  disburse- 
ments and  net  expenses  should  be 
emphasized,  for  it  is  often  overlooked. 
This  study  has  yielded  results  of  very 
gieat  interest  and  value,  and  throws 
much  light  on  the  question  of  the 
cost  of  government,  and  whether  the 
civil  activities  of  the  Federal  Govern- 
ment are  overdeveloped,  and  to  what 
extent  they  are  a  burden  upon  the  tax- 
payer. 

In  what  follows,  comparatively  little 
will  be  said  of  the  military  side  of  the 
government,  except  to  give  its  expend- 
itures. Its  importance  and  necessity 
are  taken  for  granted,  and  no  criticism 
is  intended  in  pointing  out  the  large 
amount  required  for  such  purposes. 
The  writer  is  strongly  in  favor  of  an 
adequate  and  efficient  army  and  navy, 
but  he  expresses  no  opinion  as  to  what 
is  adequate  or  how  much  should  be 
spent  for  the  purpose.* 

DiSBTTBSElCENTS,   RECEIPTS   AND   NsT 

Expenses  for  Ten  Years 

In  order  to  obtain  a  correct  idea  of 
the  actual  expenses  of  the  various  de- 
partments and  bureaus  of  the  govern- 
ment, it  is  necessary  to  take  account  of 
their  earnings  and  of  credits  for  the  sale 

'  The  Bureau  of  Standards  during  the  war  did 
a  krge  amount  of  research  and  testing  for  the 
army  and  navy,  using  for  the  purpose  its  own 
funds  so  far  as  they  were  available,  and  a  great 
deal  more  transferred  by  the  military  depart- 
ments. Since  the  war  some  of  these  military 
researdies  have  been  continued  and  others  under- 
taken with  funds  provided  by  the  army  and  navy. 
It  is  a  pleasure  to  testify  to  the  cordial  relations 
that  have  existed  between  this  bureau  and  these 
departments,  and  the  generous  appreciation  by 
the  latter  of  the  work  done  for  them  by  the 
Bureau  of  Standards.  Nothing  in  this  article 
should  be  understood  as  a  criticism  of  either  de- 
partment or  as  depreciating  the  importance  of 
military  preparedness.  The  aim  is  to  set  forth 
the  facts  as  to  expenditures  and  to  emphasize 
and  urge  the  importance  of  research  and  educa- 
tion in  the  interest  of  civil  and  military  efficiency. 


of  government  property,  of  trust  funds 
received  and  disbursed,  and  of  unex- 
pended appropriations  turned  back 
into  the  Trwisury.  The  Treasury 
Department  publishes  each  year  a 
Combined  Statement  of  Receipts^  Dis- 
hursemeniSy  Balances^  etc,,,  of  all  depart- 
ments for  which  appropriations  are 
made,  as  well  as  of  revenues  collected, 
and  these  official  publications  have 
been  used  in  this  study.  The  ten  fiscal 
years,  1910-1919,  inclusive,  were  first 
taken  before  the  report  for  1920  was 
available.  A  study  of  1920  has  since 
been  added. 

In  some  cases  appropriations  greatly 
exceed  actual  net  expenses,  and,  on  the 
other  hand,  certain  continuing  and 
indefijiite  appropriations  do  not  appear 
explicitly  in  current  appropriations. 
Fees  and  fines,  proceeds  from  the  sale 
of  government  property  and  other  col- 
lections are  turned  into  the  Treasury 
and  recorded  under  miscellaneous  re- 
ceipts, and  can  not  be  expended  by  the 
department  or  bureau  collecting  them. 
During  the  fiscal  years  1910  to  1917,  in- 
clusive, the  amounts  of  these  miscel- 
laneous receipts  ranged  from  forty-five 
to  eighty  million  dollars  each  yesx. 
In  the  two  war  years,  1918  and  1919 
taken  together,  they  amounted  to  over 
nine  hundred  million  dollars,  including 
several  hundred  millions  for  interest 
on  loans  to  European  governments. 

Expenditures  and  receipts  are  dis- 
tributed among  the  106  items  of  the 
eight  groups  of  government  agencies,' 
and  net  revenues  and  net  expenses 
determined  for  each  item  and  each 
group,  and  the  whole  added  and  bal- 
anced and  checked  against  the  figures 
given  in  the  swnmaries  published  by 
the  Treasury  Department.  For  each 
year  a  summary  statement  was  also 
made  for  group  IX,  showing  the  rev- 
enues collected  through  the  customs, 
internal-revenue  taxes,  and  taxation 
» See  page  10-11. 


Digitized  by 


Google 


Thb  Annals  or  the  American  AcADmfT 


of  national-bank  circulation.  These 
are  the  only  revenues  resulting  from 
taxation;  fees  and  fines  and  the  pro- 
ceeds of  sales  of  government  property 
being  credited  to  departments,  as 
stated  above,  as  an  offset  to  expenses. 
For  example,  the  fees  collected  by 
the  State  Department  or  the  Patent 
Office  or  the  Land  Office,  or  the  Bureau 
of  Navigation,  or  a  federal  court  are 
not  intended  as  taxes  for  governmental 
revenue,  but  rather  as  fees  to  cover  in 
part  or  in  whole  the  expense  incurred 
in  rendering  a  special  service  or  adjudi- 
cating a  specific  case,  or  as  an  adminis- 
trative measure,  and  are  properly 
credited  against  the  expenses  of  the 
given  agency. 

Most,  if  not  all,  of  these  agencies  per- 
form public  functions  and  thus  render 
a  service  to  the  public  as  a  whole  apart 
from  the  service  to  individuals  for 
which  a  fee  is  collected.  It  is  thus 
proper  that  the  public  as  a  whole 
should  pay  for  the  general  service  to 
the  public,  if  the  individuals  served  pay 
for  the  individual  service  which  they 
receive.  But  it  is  obviously  unfair 
and  misleadii^  to  charge  against  a  de- 
partment or  bureau  the  entire  expense, 
and  not  credit  to  that  department  or 
bureau  fees  and  other  earnings  or  re- 
ceipts from  govenmient  property  sold, 
all  of  which  have  caused  the  expenses 
of  the  given  department  to  be  greater 
than  otherwise. 

An  extreme  case  of  the  kind  is  the 
Post  Office.  The  Postal  Service  ac- 
count is  kept  separate  from  the  General 
Fund  of  the  Treasury,  and  includes  all 
the  receipts  of  post-office  business  and 
all  expenses  other  than  salaries  for  the 
central  administration  of  the  Post 
Office  Department,  and  certain  items 
of  a  general  character.  In  addition  to 
these  overhead  items  paid  from  the 
Treasury,  which  amount  on  the  average 
to  less  than  one  per  cent  of  the  postal 
revenues,  the  net  deficiency  or  net  smr- 


plus  is  transferred  over  to  the  General 
Fund  of  the  Treasury  in  a  single  item 
each  year.  During  the  ten  fiscal 
years  191(^1919  the  total  of  the  surplus 
amounted  to  $26,038,448,  and  the  total 
of  deficiencies  amounted  to  $30,890,- 
619,  leaving  a  net  deficit  of  only 
$4,857,171  for  the  entire  ten-year 
period,  with  a  total  business  of  nearly 
three  billions  of  dollars.  The  deficit 
was  thus  less  than  two-tenths  of  one 
per  cent  of  the  total  business.  The 
total  of  the  surpluses  transferred  to  the 
general  fund  of  the  Treasury  from  the 
postal  service  account  exceeded  the 
deficits  by  $14,399,161,  whereas  the 
overhead  and  miscellaneous  expenses 
of  the  Post  Office  Department  paid 
directly  from  the  Treasury  amoimted 
to  $19,256,332.  The  difference  be- 
tween these  sums  is  the  net  deficit 
given  above,  which  is  an  average  of 
less  than  half  a  million  dollars  per  year. 
This  is  in  addition  to  $110,000,000 
special  war  revenue  collected  ^diile 
three-cent  letter  postage  was  in  effect. 
The  excess  revenue  resulting  from  the 
extra  cent  charged,  which  was  regarded 
as  a  war  tax,  was  all  transferred  to  the 
General  Fund. 

The  expenditures  on  the  Panama 
Canal  while  imder  construction  were 
included  in  the  Public  Works  group, 
but  after  its  opening  the  cost  of  routine 
operation  and  maintenance  together 
with  tolls  collected  were  placed  in 
group  I,  while  the  cost  of  additions 
and  betterments  was  included  in 
group  in.  The  cost  of  the  fortifica- 
tions of  the  Panama  Canal,  however, 
has  been  charged  in  this  study  to  the 
War  Department  as  a  military  ex- 
penditure. On  the  other  hand,  the 
large  simis  spent  for  river  and  harbor 
improvements,  which  are  expended  by 
the  army  and  charged  to  the  War  De- 
partment in  the  Treasury  account,  have 
been  charged  in  this  study  to  Public 
Works,  on  the  ground  that  these  im- 
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provements  are  for  civil  rather  than 
military  purposes. 

The  Redamation  Service  has  annual 
i4>propriations  of  about  nine  million 
dollars,  but  it  is  provided  that  itcan  not 
expend  any  more  money  than  is  re- 
ceived annually  through  the  sale  of 
public  lands  and  by  collections  from 
settlers  for  lands  they  occupy  or  for 
water  received  by  them  for  irrigation 
purposes.  Thus  the  nine-million-dol- 
lar appropriation  to  the  Reclamation 
Service  is  only  an  authorization  to  use 
the  money  which  they  annually  col- 
lect, or  which  has  been  turned  into  the 
Treasury  by  the  Land  Office,  and  hence 
the  Reclamation  Service  costs  the  tax- 
payers very  little.  Some  years  ago 
$^,000,000  was,  indeed,  advanced  to 
the  Reclamation  Service  as  a  loan,  in 
addition  to  the  receipts  from  land  sales 
and  collections  from  irrigation  proj- 
ects. This  has  all  been  expended  and 
this  year  a  first  installment  of  one 
million  dollars  will  be  paid  into  the 
Treasury  toward  the  liquidation  of  the 
loan. 

The  appropriations  for  the  District 
of  Columbia  for  the  current  fiscal  year 
amount  to  over  sixteen  millions  of 
dollars,  but  some  parts  of  this  sum  are 
borne  entirely  from  the  revenues  of  the 
District,  and  60  per  cent  of  the  remain- 
der is  also  paid  by  the  District.  Not 
much  over  one-third  of  the  total  is 
borne  by  the  federal  treasury. 

The  Treasury  Department  maintains 
a  large  force  of  national-bank  exami- 
ners, and  expended  in  1919  more  than 
a  million  dollars  for  their  salaries  and 
expenses,  but  it  collects  and  reim- 
burses the  Treasury  for  every  dollar  of 
it  through  assessments  upon  the  banks. 


It  also  collects  nearly  a  half  a  million 
dollars  a  year  from  national  banking 
associations  on  account  of  salaries  and 
contingent  expenses  of  the  Treasurer 
of  the  United  States  and  the  Comp- 
troller of  the  Currency.  The  ex- 
penditures in  1919  for  Indian  affairs 
amounted  to  $33,320,447,  but  more 
than  two-thirds  of  this  sum  was  the 
Indians'  own  money,  which  the  govern- 
ment handled  as  trustee  for  the  In- 
dians. Only  $10,218,327  was  borne 
out  of  taxation  as  an  actual  expense  to 
the  government. 

These  examples  are  given  to  illus- 
trate the  important  distinction  between 
gross  disbursements  and  net  expenses 
of  the  various  departments  of  the  gov- 
ernment, and  to  show  how  misleading 
it  is  to  look  at  only  one  side  of  the 
account  as  one  does  in  looking  only  at 
the  appropriations. 

A  Functional  Classification  of  the 

Activities  of  the  Federal 

Government 

In  order  to  get  a  proper  perspective 
of  the  various  activities  of  the  Federal 
Government,  protective,  conmiercial 
and  developmental,  the  departments> 
bureaus,  commissions  and  other  gov- 
ernmental agencies  have  been  classified, 
according  to  their  functions,  into  eight 
groups.  A  ninth  group  includes  the 
sources  of  revenue  from  direct  or  in- 
direct taxation.  In  the  following  brief 
description  of  these  eight  groups  the 
total  net  expenses  of  each  group  for  the 
fiscal  year  1920  is  given.  A  detailed 
list  of  the  constituents  of  each  group  is 
given  on  pp.  10-11,  and  the  expenditures 
are  discussed  below: 


Gboup  I — Primary  gtwernmentalfuncUoru,  legitlaHvef  exeeuHve  andjudieial, 
induding  Congress,  the  President  and  White  House  staff,  depart- 
ments of  State,  Justice,  Post  Office,  and  most  of  the  Treasury,  a  part 
of  Interior,  Agriculture,  Commerce,  and  Labor,  the  Interstate  Com- 
merce, Federal  Trade,  Civil  Service  and  other  Commissions,  the 
Federal  Courts  and  penal  establishments,  and  the  District  of  Colum- 
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bia;  covering  all  the  necessary  functions  of  government  other  than 
defense,  except  the  research,  education  and  development  woric  of 
group  n,  and  the  construction  of  public  works  of  group  m $224,110,594 

Group  n — Research,  education,  and  developmental  work,  including  the 
wide  range  of  research  work  of  the  sixteen  bureaus  of  the  Agricultural 
Department;  the  Geological  Survey,  Bureau  of  Mines  and  Bureau 
of  Education;  Coast  and  Geodetic  Survey,  Bureaus  of  Standards, 
Census  and  Fisheries;  Women's  and  Children's  Bureaus  and  Labor 
Statistics;  Vocational  Education,  Colleges  of  Agriculture  and  Me- 
chanic Arts;  Library  of  Congress,  Smithsonian  Listitution,  Public 
Health  Service  and  National  Parks;  covering  most  of  the  scientific 
educational,  cultural  and  wealth  producing  activities  of  the  govern- 
ment   57,368,774 

Gboup  in — Pvblic  World,  including  river  and  harbor  improvements,  the 
construction  of  new  public  buildings,  the  Reclamation  Service,  con- 
struction of  a  railroad  in  Alaska,  Rural  Post  Roads,  and  before  the 
war  the  Panama  Canal;  covering  projects  of  construction  as  dis- 
tinguished from  operation 85,071,042 

Gboup  IV — Army  and  Navy,  maintenance  and  development,  including 

armament  and  fortifications  and  new  construction  for  the  Navy 1,848,892,747 

Group  V — Pensions  and  Care  qf  Soldiers,  including  pensions,  the  net 
expenses  of  the  war  risk  insurance,  rehabilitation  of  soldiers  and  care 
of  soldiers  by  the  Public  Health  S^vice 8«9,261,746 

Group  VI — Obligations  Arising  from  the  war,  including  the  deficit  of  the 
Railroad  Administration,  the  Shipping  Board,  European  food  relief, 
special  expenses  of  war  loans,  federal  control  of  telegraph  and  tele- 
phone service.  National  Security  and  Defense,  Food  and  Fuel  Ad- 
ministrations, War  Labor  Administration,  and  other  war  boards  and 
conmiissions 1,684,695,095 

Group  Vn — Interest,  including  interest  paid  on  the  funded  and  floating 
debt  and  interest  bearing  trust  funds,  less  interest  received  and  dis- 
count on  bonds  repurchased 929,181,128 

Group  Vm — PMio  Debt,  Loans  and  Trust  Funds,  including  public  debt 
transactions,  loans  to  European  governments,  loans  to  farmers,  banks 
and  purchase  of  stock,  seigniorage  and  trust  funds,  total  for  1920 

-    $1,697,988,576 

Less  amount  paid  from  general  fund »        681,801,858 

Balance  ^Surplus  of  revenue  over  current  expenses 1,079,181,723 

95,687,712,848 

Group  IX — Revenues 

Customs,  less  refunds $296,274,280 

Internal  revenue,  less  refunds 5,879,858,020 

Tax  on  National  Bank  Circulation 7,172,598 

Postal  War  Revenue 4,918,000 

Total  net  revenue  from  taxation  in  1920 $5,687;712,848 
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The  first  three  groups  include  all  the 
normal  civil  activities  of  the  govern- 
ment; the  next  three,  the  current  costs 
of  the  Army  and  Navy,  the  care  of 
soldiers  and  the  obligations  arising 
from  the  war,  are  military;  the  last 
two  may  also  be  classed  with  the  mili- 
tary as  they  represent  the  expenses 
arising  from  that  part  of  the  cost  of 


search,  education  and  development; 
and  80  cents  was  spent  for  public 
works,  a  total  of  $8.45.  The  remainder, 
$50.01  went  for  military  expenditures 
and  paying  for  past  wars.  These  civil 
eiq)enses  certainly  do  not  seem  unrea- 
sonable. Indeed,  they  are  surprisingly 
small  when  we  consider  the  wide  range 
of  Federal  Governmental  activities  and 


Group        I — ^Primary  Governmental  Functions 
"  n — ^B'Csearch,  Education  and  Development 

m— Public  Works 
**  rV— Army  and  Navy 

**  V — ^Pensions  and  Care  of  Soldiers 

"  VI — Obligations  arising  from  the  War 

"        Vn— IntCTcst 
**      Vm— Surplus  for  Reduction  of  Public  Debt 


Per  Cent 

Per  Capita 

8.9 

$2.11 

1.0 

0.54 

1.5 

0.80 

28.8 

12.68 

5.8 

8.09 

28.7 

15.86 

16.8 

8.78 

19.0 

10.15 

Total 

past  wars  which  is  not  yet  liquidated. 
Dividing  the  amount  expended  for  each 
group  by  the  total  for  the  year,  we  have 
the  percentages  given  in  the  above 
table.  Dividing  the  totals  by  the 
population  of  the  country  on  June  80, 
1920,  106,880,000,  we  have  the  per 
capita  costs  of  each  group. 

Thus  the  expenses  of  three  civil 
groups  together  amount  to  6.4  per  cent 
of  the  total,  and  the  military  groups, 
including  interest  and  reduction  of  the 
public  debt  (paying  for  the  war) 
amount  to  98.6  per  cent  of  the  total. 
Before  the  war,  as  we  shall  see  later 
when  we  come  to  examine  the  prewar 
expenditures  of  the  government,  the 
civil  expenses  constituted  a  much 
larger  part  of  the  total,  while  of  course 
during  the  war  they  were  much  less. 

The  second  column  in  the  above 
table  ^ves  the  per  capita  costs  of 
government  in  1920.  Of  the  total  of 
$58.46  per  capita  revenue  collected 
through  taxation  in  1920,  $2.11  was 
spent  for  the  primary  functions  of 
government,  legislative,  executive,  and 
judicial;  54  cents  was  spent  for  re- 


100.0%        $58.46 


the  high  costs  of  conducting  business  of 
all  kinds  in  1920.  The  net  cost  pay- 
able from  taxation  of  municipal  govern- 
ment in  New  York,  Chicago  and 
Philadelphia  in  1918  was  $80.22  per 
capita.  In  1920  it  was  consider- 
ably more,  probably  not  less  than  10 
times  the  per  capita  cost  of  the  civU  side 
of  the  Federal  Govemmerdy  as  defined 
above. 

One  is  led  to  wonder  how  it  is  possi- 
ble to  operate  a  great  national  govern- 
ment adequately  on  a  per  capita  cost  of 
$2.11  for  the  primary  governmental 
functions;  and  whether  if  instead  of 
54  cents  per  capita  for  research,  educa- 
tion and  development,  twice  as  much 
had  been  spent,  it  would  not  have  made 
the  burden  of  taxation  lighter  instead 
of  heavier,  by  rendering  a  greater 
service  to  the  people  and  creating 
wealth  and  aiding  industry  in  larger 
measure. 

Before  attempting  to  answer  these 
questions  or  going  further  with  the 
study  of  the  costs  of  government,  we 
must  make  a  more  detailed  classifica- 
tion of  the  government's  activities  and 
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may  then  take  a  rapid  but  somewhat 
more  detailed  survey  of  the  activities  of 
the  govermnent  in  the  various  groups 
in  order  to  better  appreciate  what  was 
accomplished  in  19^  by  $S.45  per 
capita  in  the  three  civil  groups,  and  by 
$50.01  in  the  remaining  groups  of  the 
government. 

In  the  f oUowing  classification  the 
grouping  is  by  functions,  but  the  order 
in  the  groups  is  largely  determined  by 
the  order  in  appropriation  bills  and  the 
Treasury  publications. 

Groupl  Primary  Governmental Func- 

tionsy  Legislativey  Bzecutive  and 

Judicial 

LegislaUve: 

1  Senate 

2  House  of  Representatives 

3  Legislative,  Miscellaneous 

4  Ci^itol  Buildings  and  Grounds 
6  Government  Printing  Office. 

Executive: 

6  President,  Vice-Pkesident,  and  White 

House  Staff 

7  Civil  Service  Commission 

8  Bureau  of  Efficiency 

9  Tariff  and  Other  Commissions. 

State  Department: 

10  State  Department  Proper 

11  Diplomatic  and  Consular  Service. 

Treasury: 

12  Administrative,  Bookkeeping  and  War- 

rants, Clerical  and  Miscdlaneous 
18  Auditors,  ComptroUer,  Treasurer,  and 
Registrar  of  the  Treasury 

14  Customs 

15  Internal  Bevenue 

16  Coast  Guard 

17  Bureau  of  Printing  and  Engraving 

18  Independent  Treasury,  Mint  and  Assay 

Offices 

19  Fiscal:  Comptroller  of  Currency,  Pub- 

lic Moneys,   Loans  and   Currency, 
Farm  Loans,  etc 

Interior  Departfment: 

20  Office  of  Secretary  and  IMSscellaneous 
91  Land  Office  and  Land  Service 

j»  Patent  Office 


28  Hospitals  and  Belief 
94i  Territorial  Grovemments 

25  Indian  Office  and  Indian  Service. 

Poet  Office  Department: 

26  Post  Office  Department  Proper 

27  Postal  Service  Miscellaneous 

28  Postal  Service  Deficiency  or  Suiplus. 

Department  qf  Agriculture: 

29  Statutory  Salaries  and  Miscellaneous 


80  Meat  Inspection  Service 

81  Acquisition  of  Land  to  Protect  Water 

Sheds 

82  Enf(Hx:ement  of  Grain  Standards,  the 

Pure  Food  Law,  and  Animal  and 
Plant  Quarantine,  etc. 

Department  qf  Commerce: 

9S  Office  of  Secretary  and  Miscellaneous 

84  Bureau  of  Navigation 

S5  Steamboat  Inspection  Service 

86  Bureau  of  Lighthouses 

87  Bureau  of  Foreign  and  Domestic  Com* 

merce. 

Department  qf  Labor: 

88  Office  of  Secretary  and  Miscdlaneous 

89  Immigration  and  Naturalisation. 

Department  qf  Justice: 

40  Salaries,  Expenses,  and  Sundries. 

Judicial: 

41  Federal  Courts  and  Penal  Establish- 

ments. 

Independent  Commissions^  Etc.: 

42  Interstate  Conmierce  Commission 
48  Federal  Trade  Commission 

44  Employes'  Compensation  Commission 

45  Miscellaneous  Commissions 

46  District  of  Columbia 

47  Panama  Canal — ^Maintenance  and  Oper- 

ation 

48  Public  Buildings  and  Grounds — ^Main- 

tenance and  Operation 

49  Extraordinary  Expenses.  ^ 

Gboup  n    Resbabch,   Education    and 
Developmental  Wobk 

Department  cf  Agriculture: 

50  Forest  Service 

51  Bureau  of  Animal  Industry 
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52  Bureau  of  Plant  Industry 
SS  State  Relations  Service  (Agric  Ezpt 
Stations  before  1915) 

54  Cottperative     Agricultural     KTt/ension 

Work 

55  Office  of  Markets  and  Rural  Organiza- 

tion 

56  Weather  Bureau 

57  Bureau  of  Entomology 

58  Bureau  of  Chemistry 

59  Bureau  of  Biological  Survey 

00  Bureau  of  Public  Roads  and  Rural 
Engmeering 

61  Bureau  of  Soils 

62  Bureau  of  Crop  Estimates 

68  Bureau  of  Farm  Management  and  Farm 
Economics 

64  Horticultural  and  Insecticide  Boards 

65  Miscellaneous. 

Departmeni  qf  ItUerior: 

66  Geological  Survey 

67  Bureau  of  Mines 

68  Bureau    of    Education    and    Howard 

University. 

Departmerd  qf  Commerce: 

69  Coast  and  Geodetic  Survey 

70  Bureau  of  Standards 

71  Bureau  of  Fisheries 

72  Bureau  of  the  Census. 

MieceQaneaue: 

IS  Public  Health  Service  (Treasuiy  De- 
partment) 

74  Bureau  of  Labor  Statistics  (Dept.  of 

Labor) 

75  Chfldren's  and  Women's  Bureau  (Dept. 

of  Labor) 

76  Library  of  Congress 

77  Smithsonian  Institution  and  National 

Museum 

78  Colleges  for  Agriculture  and  Mechanic 

Arts  (Land  Grant) 

79  Federal  Board  for  Vocational  Education 

80  National    and    District    of    Columbia 

Parks;  Botanical  Gardens. 

Gbottp  in    Public  Wobks 

81  Ravers  and  Harbors 

82  Panama  Canal  Construction 

88  Public   Buildings,    New    Construction 

(Supervising  Architect's  Office) 
84  Rural  Post  Roads  and  Forest  Roads 


85  Alaska  Railway 

86  Reclamation  Service. 

Group  IV    Abmt  and  Navt 

87  War  Department  (Except  Ravers  and 

Harbc»8»  etc.) 

88  Navy  Department 

89  Armament  and  Fortifications,  Panama 

Canal 

90  Maintenance  and  Care,  State,  War  and 

Navy  Buildings. 

Group  V    Pensions  and  Cabb  of 
SoLDiEBS,  Etc. 

91  Pension  Office  and  Pensions 

92  War  Risk  Insurance 

98  Rehabilitation     of    Soldiers,     Federal 
Board  for  Vocational  Education 

94  Care  of  Soldiers— Public  Health  Service. 

Gboitp  VI    Qblioations  Abisino  fbom 
THx  Rbcbnt  Wab 

95  Railroad  Administration 

96  Shipping  Board 

97  Food  and  Fud  Administration 

98  Miscellaneous  Boards  and  Commissions 

99  Special  War  Activities. 

Gboup  Vn    Intsbbst 

100  Interest  on  the  Public  Debt 

101  Interest  on  Loans  and  Trust  Funds. 

Gboup  Ylii    Public  Dbbt,  Loans  and 

Tbust  Funds 

102  Public  Debt  Transactions 

108  Loans  to  European  Grovemments 

104  Loans  to  Farmers,  Banks,  or  Purchase 

of  Stock 

105  Seigniorage 

106  Trust  Funds. 

Gboup  IX    Revenuis 

107  Cust<»ns 

108  Internal  Revenue 

109  Tax  on  National  Bank  Circulation 

110  Post  Office  War  Revenue 

(Sales    of    Grovemment    Lands    are 
credited  to  the  RecUunation  Service.) 

It  is  of  course  impossible  to  make 
a  perfectly  logical  group  classification 
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of  goveniment  activities  without  split- 
ting up  some  bureaus  into  parts,  as 
many  perform  both  governmental  and 
educational  or  developmentalf  unctions. 
In  such  cases  the  bureau  is  classed  ac- 
cording to  its  major  activities. 

The  first  five  items  of  group  I  are 
clearly  governmental,  but  the  Library 
of  Congress,  our  national  library 
(which  also  is  included  under  legislative 
in  the  appropriations)  is  assigned  to 
group  II  because  its  functions  are 
primarily  educational  rather  than  gov- 
ernmental, although  the  copyright 
division  taken  by  itself  would  have  been 
classed  with  group  I.  Items  7, 8  and  9 
are  the  civil  commissions  reporting 
directly  to  the  Preadent,  given  in  ap- 
propriation bills  imder  executive,  al- 
though items  42  and  45  (under  the 
heading  independent  commissions)  also 
report  directly  to  the  President. 
Items  10  and  11,  covering  the  State 
Department,  are  obviously  govern- 
mental and  belong  in  group  I.  Items 
12  to  19  include  all  the  functions  of  the 
Treasury  Department  except  the  Pub- 
lic Health  Service,  part  of  which  is 
included  under  group  II  (item  78)  and 
part  in  group  V  (item  94);  the  work 
of  the  supervising  architect's  office, 
maintenance  and  operation  of  public 
buildings  (item  48)  and  construction  of 
public  buildings  (item  88) ;  and  the  War 
Risk  Insurance,  item  92  of  group  V. 

In  the  Interior  Department,  items 
20  to  25  cover  the  governmental  func- 
tions, whereas  the  Geological  Survey, 
Bureau  of  Mines,  Bureau  of  Education 
and  Howard  University  (items  66  to 
68)  are  in  group  II  because  of  their 
research  and  educational  work,  and  the 
Reclamation  Service  (item  86)  is  in 
group  in  because  it  is  so  largely  new 
construction.  The  Post  Office  Depart- 
ment proper  includes  the  salaries  and 
expenses  of  the  overhead  administra- 
tion in  the  District  of  Columbia,  and 
item  27  includes  minor  miscellaneous 


items.  Item  28  is  the  deficiency  or 
surplus,  usually  brought  over  once  a 
year,  from  the  postal  service  fund, 
which  is  kept  separate  in  the  Treasury, 
to  which  is  credited  all  the  revenues^ 
from  the  entire  postal  service  and  to 
which  is  charged  the  entire  operating 
expenses  of  the  postal  service.  The 
result  of  this  is  that  the  net  cost  of  the 
entire  Post  Office  Department  appears 
each  year  in  the  sum  of  items  26,  27 
and  28,  and  as  already  explained 
there  was  a  surplus  in  five  of  the  ten 
years  from  1910  to  1919,  inclusive,  and 
a  slightly  larger  aggregate  deficit  in 
five.  In  1920,  there  was  a  relatively 
large  deficit  because  of  increase  in 
salaries  to  postal  employes  and  addi- 
tional compensation  to  the  railroads. 

In  the  Department  of  Agriculture, 
items  29  to  82  cover  governmental 
functions  and  items  50  to  65  in  group 
II  the  research  and  educational  work. 
Item  29  includes  the  statutory  salaries, 
mainly  administrative  and  clerical,  for 
aU  the  bureaus;  they  are  not  given 
separately  for  each  bureau  in  the 
Treasury  publications.  It  is  believed 
that  by  charging  this  item  to  group  I 
and  the  lump  simi  appropriations  to 
the  respective  bureaus  in  group  11, 
we  have  a  fair  allocation  of  expenses 
between  the  governmental  and  educa- 
tional work. 

In  the  Department  of  Commerce  it 
is  difficult  to  make  a  decision  in  some 
cases,  as  between  groups  I  and  II,  but 
it  is  believed  that  the  grouping  given 
is  a  fair  division.  If  the  bureaus  were 
to  be  split  up  and  a  more  detailed 
classification  made,  the  amounts  al- 
lotted to  group  II  would  probably  be 
somewhat  reduced.  The  Department 
of  Labor  is  divided  between  group  I 
(items  88  and  89)  and  group  II  (items 
74  and  75).  The  remaining  items  of 
group  I  are  self  explanatory,  the  Dis- 
trict of  Columbia  item  being,  since 
1878,   one-half   the   expenses   of   the 
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District  in  lieu  of  taxes  on  federal 
property;  recently,  however,  the  ratio 
of  expense  has  been  changed  by  Con- 
gress to  40  per  cent  by  the  Federal 
Government  and  60  per  cent  by  the 
District.  Both  the  War  and  Navy 
Departments  are,  of  course,  doing  a 
large  amount  of  scientific  and  engineer- 
ing work,  but  as  it  is  of  direct  military 
application,  it  is  proper  to  leave  it  in 
group  IV.  The  Naval  Observatory, 
however,  is  doing  astronomical  work 
of  a  scientific  rather  than  naval 
character  and  might  have  been  in- 
cluded in  group  II.  Further  explana- 
tion of  these  various  activities  will 
follow. 

Before  proceeding  to  an  examination 
of  the  activities  of  the  government  in 
the  various  groups,  let  us  examine  the 
summarized  balance  sheet  for  the 
eleven  fiscal  years,  1910-20,  showing 
the  receipts  from  taxation  and  net 
disbursements  for  current  expenses,  as 
well  as  the  total  of  loans  and  trust 
funds  and  the  net  balance  each  year 
of  public  debt  transactions. 

Net  Revenue  and  Net  Expenses 

The  accompanying  table  1  gives  a 
summarized  balance  sheet  of  govern- 
ment net  revenues  and  net  expendi- 
tures for  the  eleven  fiscal  years  1910- 
1920,  inclusive,  that  is,  from  July  1, 
1909  to  June  30, 1920.  This  is  the  re- 
sult of  the  detailed  analysis  mentioned 
above  of  the  government's  receipts  and 
expenditures  for  this  period,  and  may 
be  given  here  in  order  to  obtain  a  gen- 
eral view  of  the  expenditures  by  groups 
before  proceeding  to  a  more  detailed 
consideration  of  the  functions  and 
costs  of  the  activities  within  the  various 
groups. 

Line  1  gives  the  customs  receipts 
less  refunds,  that  is,  the  net  revenue  to 
the  Treasury  from  customs.  These 
amounts  differ  from  the  amounts  given 
in  the  Treasiuy  reports,  as  the  latter 


give  under  "receipts**  the  gross  receipts 
(including  overpayments  and  deposits 
intended  to  be  refunded)  and  include 
under  "disbursements"  the  refunds 
along  with  expenses.  Line  2  gives  in 
the  same  way  the  internal  revenue 
receipts  less  refunds,  that  is,  the  net 
revenue,  after  refunds  are  deducted. 
Line  8  gives  the  tax  on  national  bank 
circulation,  which  is  a  taxation  for 
revenue,  and  not  payment  for  a  serv- 
ice rendered.  Line  4  gives  the  revenue 
derived  from  the  Post  Office  during 
the  war  period  when  three  cent  letter 
postage  was  in  effect,  the  third  cent 
having  been  a  war  tax  and  the  entire 
proceeds  turned  into  the  Treasury. 
Line  5  gives  the  total  revenue  derived 
from  taxation,  being  the  sum  of  the 
above  four  items. 

Line  6  gives  the  receipts  in  excess  of 
disbursements  (or  vice  versa)  of  loans, 
trust  funds  and  seigniorage  in  connec- 
tion with  coinage.  Up  to  1916  the 
receipts  each  year  were  in  excess  of 
disbursements;  since  then,  due  to 
loans  to  European  governments,  the 
disbursements  have  largely  exceeded 
the  receipts.  Line  7  gives  the  balance 
of  public  debt  transactions.  When  the 
payments  exceeded  the  receipts,  the 
public  debt  decreased  and  the  amoimt 
is  preceded  by  a  minus  sign  and 
marked  with  a  star;  in  si\ch  cases  the 
amount  is  to  be  substracted  in  making 
the  additions.  Line  8  gives  the  amoimt 
that  was  expended  from  the  general 
fimd;  in  other  words,  the  increase 
or  decrease  of  cash  on  hand  in  the 
Treasury  at  the  end  of  each  year  as 
compared  with  the  beginning.  A  mi- 
nus sign  indicates  that  more  was  put 
into  the  general  fund  than  drawn  out; 
that  is,  the  general  fund  increased 
during  the  year.  Line  9  gives  the  sum 
of  net  revenues  from  taxation  and  net 
funds  available  from  the  above-named 
financial  transactions;  that  is,  the  total 
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sum  available  to  pay  the  expenses  of 
the  goveniment  for  each  year. 

line  10  gives  the  total  net  expenses 
for  the  civil  activities  of  the  govern- 
ment included  in  group  I,  that  is,  the 
legislative,  executive  and  judicial  group, 
line  11  gives  the  expenses  for  group 
n,  research,  education  and  develop- 
ment, line  12  gives  the  expenses  for 
group  m,  the  new  construction  classed 
as  public  works.  Line  18  gives  the 
totid  for  these  three  civil  groups,  which 
averages  $211,887,288  per  year  for 
the  ten  years  1910-19»  inclusive,  or 
$2.14  per  capita  of  the  population  of 
the  coimtry. 

line  14  gives  the  net  expenses  for 
the  army  and  navy,  group  IV;  line  16 
gives  pensions  and  care  of  soldiers  and 
War  Risk  Insurance  during  the  war; 
line  16  gives  the  cost  of  the  special  war 
activities  during  the  years  1917-20 
inclusive;  line  17  gives  interest  charges, 
being  interest  on  the  public  debt  and 
trust  funds,  less  interest  received  and 
also  in  recent  years  less  discount  on 
liberty  bonds  repurchased.  Line  18 
gives  the  total  of  the  current  expenses 
of  each  year,  equal  to  the  smns  given 
in  line  9. 

Below  is  given  a  more  condensed 
statement  of  net  revenue  and  net  ex- 
pense with  loans,  trust  funds  and  pub- 
lic debt  transactions  omitted,  showing 
the  surplus  or  deficit  each  year.  There 
was  a  deficit  of  net  revenue  from  taxa- 
tion below  net  expenses  every  year 
except  1911,  1916  and  1920.  The 
surplus  in  1920  was  $1,079,181,728.08, 
coimting  loans  as  investments  and  not 
expenses.  This  surplus  was  used  to- 
gether with  a  considerable  sum  from 
the  general  fund  in  making  loans  to 
farmers  and  to  European  governments, 
and  in  reducing  the  public  debt,  the 
latter  having  been  reduced  by  $1,184,- 
098,821.46  during  the  fiscal  year  1920. 

Rgure  1  shows  graphically  the  rela- 
tive net  expenses  of  the  government 


during  the  eleven-year  period,  with  a 
total  of  $88,424,762,887,  not  including 
the  loans  to  European  governments  and 
other  loans  and  trust  f  imds,  and  figure 
2  shows  the  relative  revenues  during 
the  same  period  and  plotted  to  the 
same  scale. 

The  Cost  of  the  War 

From  the  figures  given  in  Table  1, 
it  is  possible  to  calculate  the  expendi- 
tures on  accoimt  of  the  war  over  and 
above  what  would  probably  have  been 
expended  had  the  war  not  occurred. 
Figure  8  gives  a  graphical  representa- 
tion of  the  expenditures  during  the 
eleven  fiscal  years  1910-20,  divided  into 
three  parts.  At  the  left  are  the  total 
net  expenses  of  the  government  shown 
in  a  series  of  small  rectangles,  from 
1910  to  1916,  inclusive,  drawn  to  scale. 
Below  these  seven  years  are  the  four 
years  1917-20,  with  the  expenses 
estimated  as  what  they  would  have 
been  if  the  war  had  not  occurred. 
These  are  the  total  net  expenses  of 
groups  I,  II  and  III,  plus  the  estimated 
expenses*  for  the  Army  and  Navy, 
$275,000,000  per  year,  pensions  $160,- 
000,000  per  year,  interest  on  the  public 
debt  $25,000,000;  total  for  these  three 
items  $460,000,000.  The  excess  over 
this  sum  of  the  expenditures  for  groups 
IV,  V,  VI  and  Vn  during  these  four 
years  is  plotted  at  the  right  as  the  cost 
of  the  war.  The  amount  of  loans  to 
European  governments  is  plotted  be- 
low the  war  cost  on  the  same  scale. 

Table  2  in  the  first  column  gives 
the  excess  of  the  expenses  of  the 
government  over  the  estimated  nor- 
mal expense  as  shown  in  Figure  8. 
The  second  column  gives  the  excess 
of  revenues  from  taxation  over  the 
same  estimated  normal  expense.  The 
sums  of  these  amoimts  for  four  years 
gives  in  the  first  column  the  total 
expenditures  on  account  of  the  war 
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TOTAL  NET  EXPENSES  FOR  ALL  PURPOSES 

*33^484,762,337 
(Not  lYicludlTi^  loans,  tfuftt  funds,  etc.) 


FlGURB  1 


Fig.  1  represents  the  total  net  current  ex- 
penses of  the  government  for  the  period,  ex- 
diiding  payments  on  the  Public  Debt,  loans 
and  trust  funds.  Fig.  2  represents  the  total 
net  tax  revenue,  comprising  the  Internal 
Revenue  and  Customs  less  refunds  and  re- 
bates, the  tax  on  National  Bank  circulation 
and  the  extra  postage  war  revenue  during 
the  years  1918-1920.  The  two  figures  cor- 
respond respectively  to  lines  18  and  5  of 
Table  1 .  The  scale  to  which  they  are  drawn 
is  such  that  unit  area  represents  the  same 
amount  of  money  in  both.     __  _ 


TOTAL  NET  TAX  REVENUE 
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(excluding  loans  to  European  govern-  this  expenditxure?    What  is  the  reason 

ments  and  all  domestic  loans)  and  in  for  so  many  departments  and  bureaus? 

the  second  column  the  amount  paid  Is  it  practicable  or  desirable  to  reduce 

from  current  revenues  from  taxation  the  number  or  to  abandon  some  of  the 

in  four  years  toward  liquidating  the  work  done?    Figure  4  shows  the  aver- 

cost  of  the  war.    The  ratio  of  the  age  net  expenditures  by  departments, 

second  total  to  the  first  is  45.5  per  and  figure  5  the  average  total  expendi- 

cent.    In  other  words,  in  these  four  tures,  earnings  (in  black)  and  the  net 

years,  we  have  paid  over  and  above  the  expenses,  somewhat  more  detailed  than 

estimated    normal    expenses    of    the  in  figure  1. 

government  45.5  per  cent  of  the  cost  First  of  all  is  the  legislative  branch 

of  the  war,  leaving  54.5  per  cent  to  be  of  the  government,  the  Senate  and 

Tablb  2 

Excess  of  expenditures  Excess  of  reyenne  over 
over  estimated  normal  estimated  cost  of 
expenditures  <m  a  pre-  government  <m  a  pre- 
war basis  war  basis 

1917 $429,608,628  $855,181,862 

1918 7,986,242,686  8,219,258.211 

1919 18,784.896,245  8,888,147,288 

1920 8,781,980,715  4,861,162,489 

Total $25,982,728,219  $11,818,699,800 


paid  in  the  future,  in  addition  to  all  the 
indirect  and  continuing  costs  not 
included  in  the  above.  This  assumes 
that  loans  to  European  governments 
will  be  paid,  principal  and  interest,  as 
well  as  domestic  loans,  and  leaves  out 
of  account  the  further  expenses  of  the 
railroad  administration,  the  permanent 
increased  costs  of  the  Army  and  Navy, 
pensions  and  war  risk  insurance,  ship- 
ping board,  etc.,  as  well  as  the  perma- 
nent increases  in  the  cost  of  all  civil 
activities  of  the  government. 

Group  I  Primary  Governmental 
Functions 

The  wide  range  of  activities  included 
in  group  I  comprise  the  legislative, 
executive  and  judicial  functions  of  a 
great  government,  and  cost  the  people 
of  this  coimtry  $105,755,525  per  year 
on  the  average  for  the  ten  fiscal  years, 
1910-19,  inclusive.  It  is  a  fair  ques- 
tion to  f^kf  yrhat  is  accomplished  by 


House  of  Representatives  and  the  cler- 
ical and  operating  staff  for  the  Capitol 
and  the  Senate  and  House  Office  build- 
ings, and  the  maintenance  of  the  Capi- 
tol buildings  and  groimds,  with  an 
average  expenditure  for  ten  years  of 
$8,847,167.  This  includes  also  under 
legislative  miscellaneous  during  this 
period,  the  greater  portion  of  the  cost 
of  the  beautiful  memorial  to  Abraham 
Lincoln,  now  nearing  completion. 

The  government  printing  office, 
which  serves  all  branches  of  the  gov- 
ernment, legislative,  executive  and 
judicial,  and  is  one  of  the  largest  print- 
ing offices  in  the  world,  expended  an 
average  of  $5,770,278  above  receipts. 
This  seems  a  large  sum,  but  it  is  only 
about  five  cents  per  capita  per  year  of 
the  population  of  the  coimtry,  and 
when  we  consider  the  great  variety  of 
work  done  by  the  government,  and 
that  a  large  part  of  it  is  valueless  unless 
made  known  bypublicatioa  and  utilized 
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GROUPS  1,11  »h4ni- CIVIL  ACTIVITIES 
AVERAGE  NET  EXPENOITURE-I9IO-I9I9-*2II,  337,  268 

Figure  4 

Fig.  4  shows  in  some  detail  the  items  which  appear  in  the  first  third  of  Fig.  0,  but  on  a  larger  scale  and 
with  the  average  amounts  expended  for  the  separate  activities  inserted.  The  sum  shown  for  the  Post  Oflke 
is  the  average  net  cost  payable  from  taxation,  induding  all  deficits  and  surpluses,  and  was  $485,717  per  year 
for  the  ten-year  period.  The  net  expense  of  the  Labor  Department  is  small  because  of  the  large  receipts 
from  the  Immigration  Service.  The  District  of  Cdumbia  paid  into  the  Treasury  more  than  one-half  its 
total  net  expenses  for  the  ten-year  period,  so  that  the  cost  to  the  Federal  Government  as  shown  in  the  chart 
is  less  than  one-4ialf  the  total  net  cost  of  its  administration.  Interior,  Agriculture,  Commerce  and  Labor 
are  divided  between  GroiqM  I  and  11,  the  primary  governmental  part  being  included  in  Group  I  and  the 
functions  that  concern  researdi,  educatioiial  and  developmental  work  are  induded  in  Group  IL 
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GROUP  I -PRIMARY  GOVERNMENTAL  FUNCTIONS 
AVERAGE  ANNUAL  EXPENDITURES  AND  EARNINGS     1910-1919 


TOTAL  AREA  OF  SECTOR  REPRCSeilTS  GHOSS  DISEURSEMENT 

SHADED  AREA   REPRESENTS    RECClPTS 

UNSHADED  AREA   REPRESEKTS  NET    EXPENDITURE 

Figure  5 

The  numbers  associated  with  each  sector  correspond  to  the  number  of  the  item  in  the  dassification 
foflowed.  While  the  average  annual  gross  expenditure  for  the  ten-year  period  was  $137,888,924,  the 
ayerage  annual  net  expenditure  for  the  period  was  $105,755,525. 

It  should  be  noted  that  the  receipts  for  the  Treasury  sub-groups  refer  only  to  fees,  fines,  forfeits  and 
misoeDaneous  earnings,  and  do  not  indude  any  of  the  internal  revenue  and  custom  taxes  oollectedt 
these  being  separatdy  itemized  in  Group  IX— Revenues. 
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by  the  people  interested,  it  seems  very 
moderate  if  not  indeed  inadequate. 
During  this  ten-year  period,  paper  and 
printing  outside  the  government  has 
more  than  doubled  in  cost,  and  yet  the 
expenditure  by  the  government  print- 
ing office  increased  very  little  until 
1918  and  less  than  50  per  cent  durii^ 
1918  and  1919  over  the  1910-17  av- 
erage, notwithstanding  the  great  in- 
crease in  governmental  activities  due 
to  the  war  during  those  years,  and  the 
great  increase  in  the  cost  of  materials 
and  labor.  In  some  departments  there 
have  been  little  or  no  increases  in 
appropriations  in  recent  years,  not- 
withstanding the  large  increase  in 
printing  costs  and  the  growth  of  their 
work.  This,  of  course,  means  a  veiy 
considerable  reduction  in  printing  and 
less  educational  work  in  proportion, 
which  in  some  departments  at  least 
was  very  seriously  felt. 

The  avenge  expenditure  for  the 
President,  Vice-President  and  White 
House  staff  was  $201,045  per  year,  and 
for  the  Civil  Service  and  Tariff  Com- 
missions and  the  Bureau  of  Efficiency 
together,  $526,798,  the  entire  executive 
group  costing  less  than  one  cent 
per  year  per  capita  of  the  country's 
population. 

The  Civil  Service  Commission  is  one 
of  the  lowest  paid  branches  of  the  serv- 
ice, and  its  staff  is  so  inadequate  for 
the  great  volume  of  work  thrown  upon 
it  that  it  has  had  to  borrow  more  than 
two  himdred  men  and  women  from 
other  departments  to  keep  up  with  its 
most  urgent  work.  It  has  been  un- 
able even  to  attempt  to  do  generally 
throughout  the  service  the  very  impor- 
tant work  of  supervision  and  co5pera- 
tion  with  administrative  officers  that 
the  Civil  Service  law  contemplates. 
The  Bureau  of  Efficiency  occupies  an 
important  field,  part  of  what  a  budget 
bureau  would  be  expected  to  cover. 

Surely  one  would  expect  in  a  reorgan- 


ized and  developed  government  scrv* 
ice  that  this  group  of  activities  included 
under  "executive"  would  be  consider- 
ably expanded  rather  than  curtailed, 
and  that  in  the  interest  of  efficiency  and 
good  government  more  money  rather 
than  less  would  be  expended  upon  it. 

The  State  Departn^ent  is  our  depart- 
ment of  foreign  affairs.  It  conducts 
correspondence  and  negotiations  with 
foreign  governments,  deals  with  the 
representatives  of  foreign  governments 
in  this  country,  is  the  channel  of  com- 
munication between  the  President  and 
the  chief  executives  of  all  the  separate 
states,  and  records  and  promulgates  all 
laws  passed  by  Congress.  It  main- 
tains diplomatic  and  consular  repre- 
sentatives in  nearly  all  countries  of  the 
world.  Aside  from  the  salaries  of  a 
lai^e  staff  of  accredited  representatives 
and  their  assistants  and  clerks,  the  cost 
of  travel  and  communication  is  neces- 
sarily very  large.  The  war  threw  an 
enormously  increased  responsibility  on 
the  State  Department,  both  at  home 
and  abroad,  and  its  net  expenditures 
increased  from  an  average  of  $2,614,- 
643  during  the  period  1910-16  to 
$3,648,075  m  1917,  $4,677,254  in  1918, 
$7,250,190  in  1919  and  $8,520,517  in 
1920.  Americans  who  traveled  abroad 
before  the  war  felt  the  need  of  more 
adequate  provision  for  our  foreign 
representatives,  and  if  the  increased 
appropriations  of  the  last  few  years 
have  enabled  the  State  Department 
under  these  trying  conditions  to  over- 
come some  of  the  handicaps  of  the 
past,  and  to  cope  adequately  with  the 
problems  brought  on  by  the  war,  we 
ought  to  be  grateful  for  the  more  gen- 
erous appropriations. 

The  Treasury  Department  not  only 
handles  the  fiscal  affairs  of  the  govern- 
ment, but  it  supervises  the  banking  of 
the  nation.  It  maintains  the  national 
currency,  coDects  the  revenues,  turns 
over  to  disbursing  officers  in  all  de- 
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partments  the  funds  appropriated  by 
Congress  as  they  are  required,  audits 
all  bills  and  the  accounts  of  disbursing 
officers,  keeps  the  accounts  and  records 
of  all  fiscal  transactions  of  the  govern- 
ment, and  assembles  and  forwards  to 
Congress  the  estimates  for  all  branches 
of  the  government.  The  Secretary  of 
the  Treasury  submits  to  Congress  es- 
timates of  ^e  probable  revenues  and 
disbursements  of  the  government, 
makes  recommendations  r^arding  the 
raising  of  revenue,  mani^es  the  sale 
and  redemption  of  bonds  and  other 
measures  for  the  support  of  the  public 
credit.  The  department  controls  the 
construction  and  maintenance  of  pub- 
lic buildings  throughout  the  countiy; 
the  coinage  and  printing  of  money;  and 
the  engraving  and  printing  of  postage 
stamps,  bonds  and  other  documents. 
It  administers  the  Coast  Guard  (the 
successor  of  the  Bevenue  Cutter  Serv- 
ice and  the  life  Saving  Service),  and 
has  charge  of  the  Public  Health  Serv- 
ice listed  in  group  11  with  other  scien- 
tific and  educational  work.  It  also  has 
charge  of  the  War  Risk  Insurance  of 
group  V.  It  manages  the  extensive 
customs  service  at  all  the  ports  and 
gateways  of  the  countiy,  inspecting, 
testing,  and  measuring  imports,  clas- 
sifying and  appraising  the  same,  levy- 
ing and  collecting  the  customs  duties 
thereon.  It  manages,  through  the 
Commissioner  of  Internal  Revenue, 
the  collection  of  all  income  and  other 
internal  revenue  taxes;  the  enforce- 
ment of  internal  revenue  laws  and  the 
national  Prohibition  Act.  This  is  the 
largest  division  of  the  Treasury  De- 
partment and  collects  the  great  bulk  of 
the  revenue  of  the  government.  More 
than  five  billions  of  dollars  were  col- 
lected last  year,  at  a  cost  for  collection 
of  only  0.6  per  cent,  including  the  cost 
of  enforcing  all  the  revenue  and  pro- 
hibition laws. 
This  is  a  remarkable  business  organi- 


zation, of  which  the  Treasury  Depart- 
ment is  proud,  and  there  are  large 
numbers  of  people  in  the  countiy  who 
marvel  at  thecompleteness  of  its  knowl- 
edge of  the  business  it  handles.  The 
net  expenditures  of  the  Treasury  De- 
partment in  group  I  averaged  $29,680,- 
620  during  1910-16,  and  were  $83,883,- 
592  in  1917,  $40,186,382  in  1918, 
$56,301,012  in  1919,  and  $75,653,377 
in  1920.  The  business  of  the  Treasury 
was  greatly  increased  by  the  war,  al- 
though the  above  figures  do  not  include 
the  special  expenses  of  selling  liberty 
bonds. 

Only  a  part  of  the  work  of  the  In- 
terior Department  b  included  in  group 
I.  The  Land  Office  and  Land  Service 
had  an  income  of  more  than  half  their 
expenses,  the  net  expense  above  re- 
ceipts av^aging  $1,899,153.  The  Pat- 
ent Office  expended  on  the  average 
$1,465,657  per  year  and  earned  $2,135,- 
202,  its  total  earnings  in  ten  years 
above  expenses  being  $6,695,450.  An 
effort  is  being  made  to  secure  for  the 
Patent  Office  higher  salaries  and  a 
larger  staff  in  order  to  improve  its 
service.  The  public  pays  in  fees  more 
than  the  total  cost,  and  it  is  veiy  im- 
portant that  the  service  be  competent 
and  satisfactory.  The  average  net 
expenses  of  the  Indian  Service  for  the 
ten  years  was  $9,893,738  per  year. 
This  includes  the  expenses  of  the  In- 
dian agencies,  the  support  of  Indians, 
the  support  of  Indian  schools,  and 
fulfilling  treaty  stipulations  witii  the 
Indians.  It  does  not  include  the  trust 
funds  handled  for  the  Indians  or  the 
interest  on  these  trust  funds,  which 
funds  now  amount  to  over  thirty 
million  dollars. 

The  Post  Office  Department,  as 
already  explained,  wad  very  nearly 
self-supporting  during  this  ten-year 
period,  the  net  deficiency  amounting  to 
only  $485,717  on  the  average,  less  than 
a  quarter  of  one  per  cent  of  the  business 
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done.  All  government  mail  service  is 
carried  free,  and  newspapers  within  the 
county  where  published  (but  outside  oS 
city  free  delivery  areas)  are  carried  free. 
There  has  been  little  increase  of  postage 
rates,  except  the  extra  cent  on  first 
class  matter  during  the  war,  and  that 
was  all  turned  over  to  the  Treasuiy  as 
war  revenue.*  This  gratifying  result, 
however,  probably  can  not  be  con- 
tinued. In  1920  there  was  a  deficit  of 
$38,000,000  caused  by  increase  of  com- 
pensation to  employes  and  the  rail- 
roads. The  railroads  and  other  public 
utilities  have  found  it  necessary  to  in- 
crease rates,  in  some  cases  nearly  100 
per  cent,  and  it  should  not  be  surpris- 
ing if  the  Post  Office  found  it  necessary 
to  make  further  increases  in  rates. 

In  the  Agricultural  Department,  the 
meat  inspection  service,  the  enforce- 
ment of  grain  standards,  pure  food 
laws,  animal  quarantine  acts,  the 
acquisition  of  lands  to  protect  water 
sheds,  together  with  administrative 
and  governmental  work,  cost  on  an 
average  $9,149,616  per  year.  These 
are  governmental  functions  of  a  very 
fundamental  character,  mostly  in  the 
interest  of  the  public  health,  and  could 
not  well  be  curtailed.  The  scientific 
work  of  the  department  is  included  in 
group  n. 

In  the  Department  of  Commerce, 
the  general  administration  of  the  de- 
partment, the  Bureau  of  Navigation! 
the  Steamboat  Inspection  Service,  the 
Bureau  of  Lighthouses,  and  the  Bureau 
of  Foreign  and  Domestic  Commerce, 
all  together  cost  on  an  average  $6,852,- 
818  per  year  above  earnings  from  the 
ten-year  period.    The  Bureau  of  Navi- 

*  The  postal  rates  for  second  daas  matter  were 
increased  at  the  beginning  of  the  fiscal  year  1919. 
The  revenues  were  thereby  increased  for  this 
last  year  of  the  ten-year  period  about  $4,800,000 
whidi  is  a  little  more  than  one  per  cent  of  the 
postal  revenues  for  the  year.  In  1920,  the 
corresponding  increase  was  about  $12,035,000, 
neariy  three  per  cent  of  the  total  postal  revenues. 


gation  has  charge  of  the  commercial 
marine,  the  issue  of  registers,  enroll- 
ments and  licen^ng  of  vessels,  the 
enforcement  of  the  navigation  laws 
and  laws  governing  radio  communica- 
tion and  other  matters  connected  with 
shipping.  The  Steamboat  Inspection 
Service  inspects  vessds  and  their 
boilers  and  equipment,  and  licenses 
marine  engineers  and  others.  The 
duties  devolving  on  these  inspection 
services  have  greatly  increased  and  the 
department  feek  the  need  for  more 
ample  funds  for  the  work. 

The  Bureau  of  Lighthouses  is  charged 
with  the  establishment  and  mainte- 
nance of  aids  to  navigation  on  the  sea 
and  lake  coasts  (and  some  rivers)  of 
the  United  States,  such  as  lighthouses 
and  lightships,  buoys  and  l^ts,  and 
publishes  information  for  mariners. 
The  importance  of  such  aids  to  naviga- 
tion and  the  small  number  of  lives  lost 
per  anniun  upon  ships  in  our  waters 
constitute,  it  is  believed,  a  full  justifica- 
tion for  the  work  and  expense  of  this 
Service. 

The  Bureau  of  Foreign  and  Domestic 
Commerce  is  concerned  with  the  de- 
velopment of  commerce  and  our  export 
trade.  The  importance  of  foreign 
trade  to  a  great  nation,  and  the  oppor- 
tunity and  duty  of  the  government  in 
fostering  that  trade  in  all  l^itimate 
ways,  need  not  be  emphasized.  In 
view  of  the  position  of  America  as  a 
world  power,  and  in  view  of  the  general 
desire  that  our  foreign  commerce  may 
be  not  only  profitably  but  creditably 
conducted,  it  would  seem  that  this 
function  of  the  government  should  be 
developed  and  strengthened. 

The  Immigration  and  Naturalization 
service  was  more  than  self-supporting 
during  the  five  fiscal  years,  1910-14, 
by  reason  of  the  fees  collected  from 
immigrants.  During  the  five  war 
years,  1915-19,  immigration  feU  off 
very  greatly,  however,  and  the  receipts 
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decreased  correspondingly.  The  aver- 
age net  cost  of  these  services  for  the 
ten-year  period  amounted  to  $465,244 
per  year,  which  was  only  about  13  per 
cent  of  Uie  total  cost.  A  considerable 
amount  of  useful  educational  work  is 
being  done  in  the  Bureau  of  Naturaliza- 
tion, in  preparing  for  citizenship  those 
who  are  being  naturalized,  and  it  would 
be  of  immense  value  to  the  country  if 
this  work  could  be  greatly  strengthened. 

The  Department  of  Justice  is  the 
law  department  of  the  government. 
It  has  charge  of  the  government's 
interests  in  cases  in  the  federal  courts, 
and  furnishes  solicitors  to  all  the 
other  departments.  It  exercises  gen- 
eral superintendence  and  direction  over 
United  States  attorneys  and  marshals 
in  all  judicial  districts  throughout  the 
countiy.  Its  activities  have  been 
greatly  increased  by  the  war,  and  its 
net  expenses  have  increased  from  an 
average  of  less  than  $1,500,000  during 
the  years  1&10-17  to  $2,821,566  in 
1918,  $3,180,150  in  1919,  and  $4,496,- 
082  in  1920. 

Under  judicial  are  included  the 
federal  courts  and  penal  establishments 
throughout  the  country,  the  average 
net  expenses  of  which  were  $7,625,586 
per  year  during  the  ten-year  period 
1910-19,  increasing  very  little  during 
this  period,  and  $10,789,974,  in  1920. 
This  total  includes  tiie  salaries  of  the 
judges  of  the  Supreme  Court,  circuit 
and  district  courts,  courts  of  custom 
and  claims;  salaries  and  expenses  of 
United  States  marshals,  district  attor- 
neys and  assistant  attorneys;  clerks 
and  bailiff  of  courts;  fees  of  commis- 
sioners, jurors  and  witnesses;  and  the 
support  ofprisoners  and  expenses  of 
federal  penitentiaries  at  Atlanta  and 
Leavenworth. 

The  Interstate  Commerce  Com- 
mission has  jurisdiction  over  the  rail- 
roads of  the  country.  During  the 
first  five  years  of  the  ten-year  period. 


its  expenditures  averaged  $1,499,420 
per  year;  during  the  last  five  years  th^ 
averaged  about  $5,003,363  per  year. 
The  difference  was  largely  owing  to  the 
valuation  of  the  railways  in  the  latter 
period.  In  1920,  net  expenses  were 
$5,750,470.  No  one  doubts  the  neces- 
sity for  the  work  of  this  Commission, 
and  it  certainly  should  be  done  thor- 
oughly and  by  competent  engineers, 
economists  and  railway  experts.  The 
Commission  has  built  up  a  very  fine 
organization,  pays  much  better  salaries 
than  most  brandies  of  the  government 
services  employing  engineers  and  other 
technically  trained  men,  and  is  giving  a 
useful  demonstration  of  the  advantages 
to  the  government  service  of  a  suitable 
salary  scale  and  adequate  funds  to  pay 
salaries  and  expenses. 

The  Federal  Trade  Commission 
(like  the  Interstate  Commerce  Com- 
mission) is  independent  of  all  execu- 
tive departments.  It  was  created  in 
1914,  and  replaced  the  Bureau  of 
Corporations  of  the  Department  of 
Commerce.  It  investigates  the  or- 
ganization and  management  of  cor- 
porations with  respect  to  possible 
violation  of  antitrust  laws,  through 
price  discrimination,  imfair  methods 
of  competition  or  otherwise;  it  also 
investigates  trade  conditions  in  for- 
eign countries  with  respect  to  com- 
binations affecting  the  foreign  trade  of 
the  United  States.  The  Bureau  of  Cor- 
porations expended  $216,272  per  year 
for  the  first  six  years,  1910-15;  the 
Federal  Trade  Commission  expended 
an  average  of  $782,389  for  the  four 
years,  1916-19,  increasing  from  $369,- 
950  in  1916  to  $1,552,244  in  1919, 
and  being  $1,019,446  in  1920.  These 
appear  to  be  very  moderate  sums,  if 
not  indeed  very  inadequate  sums,  for 
such  important  work. 

A  part  of  the  expenses  of  the  District 
of  Columbia,  that  is,  the  city  of  Wash- 
ington, the  Capitol  of  the  Nation,  is 
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included  in  group  I.  The  maintenance 
and  operation  of  the  Panama  Canal, 
and  of  all  the  federal  buildings  in  the 
United  States  (except  the  War  and 
Navy  buildings)  are  included  in  this 
group.  Extraordinary  expenses  (item 
49)  covers  expenses  incident  to  bringing 
home  Americans  at  the  outbreak  of  the 
war,  war  risk  insurance  on  ships  in  1915 
and  1916»  and  the  amount  expended 
for  the  centennial  celebration  of  Perry's 
victory  on  Lake  Erie. 

All  the  functions  performed  under 
the  49  headings  of  group  I,  legislative, 
executive  and  judicial,  very  imperfectly 
sketched  in  the  preceding  pages,  cost 
the  people  during  this  ten-year  period 
an  average  oftl.07  per  year  per  capita  qf 
the  population  cf  the  country.  In 
comparison  with  the  cost  of  state  and 
city  government  it  is  surprisingly  small. 
In  1920,  however,  for  reasons  which  we 
shall  see  later,  the  cost  was  nearly 
double  this  average,  and  it  is  not  un- 
likely to  become  still  larger. 

Group  U:  Research,  Education  and 
Development 

The  United  States  Grovemment  is 
carrying  on  a  very  considerable  amount 
of  scientific  and  engineering  work 
through  a  large  number  of  bureaus 
located  in  several  different  depart- 
ments. The  Agricultural  Department 
is  sometimes  spoken  of  as  the  greatest 
scientific  institution  in  the  world. 
The  Geological  Survey,  the  Bureau  of 
Mines,  the  Bureau  of  Standards  and 
other  bureaus  are  well  and  favorably 
known  for  their  scientific  and  engi- 
neering work.  The  importance  and 
economic  value  of  such  work  is  appre- 
ciated only  by  engineers  and  others 
who  have  been  brought  into  intimate 
contact  with  such  work.  Our  industries 
and  our  civilization  are  largely  based 
on  science  and  its  manifold  applica- 
tions, realized  in  practice  through  the 
various  branches  of  engineering.    That 


the  government  should  foster  science 
and  engineering  and  cooperate  with  and 
develop  the  industries  by  means  of 
scientific  and  engineering  research  is 
very  generally  admitted.  The  extent  to 
which  it  should  go,  however,  will  of 
course  depend  upon  the  returns  secured 
for  such  work,  and  whether  it  appears 
profitable  and  helpful  and  on  the  whole 
necessary.  Figure  7  shows  the  average 
annual  expenses  and  earnings  (in  black) 
of  the  various  bureaus  and  other 
agencies  included  in  group  11. 

The  fifteen  bureaus  of  the  Agricul- 
tural Department  constitute  the  first 
half  of  group  11.  This  work  is  of 
fundamental  importance  not  only  to 
farmers  and  agricultural  communities 
but  to  the  entire  population.  An 
abundant  supply  of  food  is  essential  to 
the  welfare  and  even  existence  of  the 
nation,  and  as  the  urban  population 
increases  more  rapidly  than  the  rural» 
the  food  problem  becomes  more  serious. 

Agriculture  is  the  most  important 
industry  of  the  nation.  Agricultural 
and  animal  products  amounted  possi- 
bly to  twenty-five  billion  dollars  last 
year.  Food  has  risen  in  price  in  recent 
years  along  with  other  products,  partly 
because  of  higher  wages  and  higher 
cost  of  machinery  and  supplies  used  by 
farmers,  but  largely  because  the  urban 
population  has  increased  faster  than 
the  rural  and  the  demand  for  food 
products  has  increased  faster  than  the 
supply.  It  is  of  prime  importance  to 
city  dwellers  that  food  products  be 
produced  in  greater  quantity,  and  this 
requires  an  increased  efficiency  or  an 
increased  rural  population,  or  both. 
The  Agricultural  Department  carries 
on  a  wide  range  of  educational  and  ex- 
perimental work  in  order  to  increase 
the  production  of  farm  products  and 
to  promote  the  interest  of  the  farmer 
in  his  work,  as  well  as  to  make  life  on 
the  farm  and  in  rural  conmnmities 
more  attractive.    This  not  only  bene- 
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GROUP  II -RESEARCH^ EDUCATION  AND  DEVELOPMENT 
AVERAGE  ANNUAL  EXPENDITURES  AND  EARNINGS     1910-1919 


TOTAL  AREA  OF  SECTOR   REPRESENTS  GROSS  DiSSURSEWVtWT 

SHADED  AREA    REPRESENTS    RECEIPTS 

UNSHADED   AREA  REPRESENTS    NET  EXPENDITURE 

FlOURS  7 

fig.  7  ahows  the  average  gross  disbursements,  earnings,  and  net  expenses  for  the  activities  included 
in  group  11  for  the  ten-year  period.  The  total  area  of  each  sector  represents  the  gross  disbursement, 
the  black  area  represents  earnings  or  receipts,  while  the  white  area  represents  net  expenditure.  The 
numbers  assigned  to  each  sector  refer  to  the  numbers  given  the  corresponding  sub-groups  in  the  clas- 
sification followed 
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fits  the  farmer  but  tends  to  keep  food 
prices  within  reason  for  city  .dwellers. 
It  is  therefore  serving  all  the  people, 
and  its  work  was  never  so  much  needed 
as  at  the  present  time.  It  is  spending 
in  this  work  not  over  $1.00  for  every 
$1,000  of  value  of  agricultural  and 
animal  products,  and  without  doubt 
the  results  achieved  pay  many  times 
the  cost.  The  work  of  the  Forest  Serv- 
ice, which  is  nearly  self-supporting,  is 
akin  to  that  of  the  Public  Works,  and  is 
described  in  connection  with  group 
m.  The  research  work  in  agriculture 
is  of  great  importance  and  absorbing 
interest. 

The  Greological  Survey  is  one  of  the 
oldest  of  our  scientific  bureaus  and  has 
done  notable  work  of  the  greatest  scien- 
tific and  economic  value.  It  includes, 
besides  structural  and  economic  geol- 
ogy, topographic  surveys  and  studies  of 
water  supply  and  water  power.  The 
Bureau  of  Mines  is  an  outgrowth  of 
the  Greological  Survey,  and  is  concerned 
with  all  the  problems  of  mining  and 
quarrying  and  the  handling  and  treat- 
ment of  their  products,  and  also  many 
phases  of  the  petroleum  and  natural- 
gas  industry,  and  the  use  of  fuels. 
These  materials  are  fundamental  to 
the  industries,  and  work  which  helps 
the  production  of  fuels  and  such  im- 
portant raw  materials  as  metals  and 
minerals  is  of  prime  importance. 

These  two  bureaus  are  concerned 
with  the  mineral  industries  of  the 
country:  coal,  iron,  copper  and  the 
other  industrial  and  precious  metals, 
oil,  gas  and  the  water  supply  and  the 
topography  of  the  land.  Our  country 
is  rich  in  these  natural  resources  but 
we  are  spending  them  in  prodigal 
fashion.  It  is  the  business  of  these  two 
bureaus  to  survey  and  map  the  distri- 
bution of  metals  and  minerals;  to  look 
for  new  sources  of  supply;  to  gather 
statistics  and  to  increase  safety  and 
efficiency  in  the  mining  and  metallurgi- 


cal industries;  and  to  consider  what 
can  be  done  to  conserve  these  natural 
resources  which,  imlike  the  products  of 
agriculture,  are  not  reproduced  in  an- 
nual cycles,  but  when  once  used  can 
never  be  replaced.  The  products  of 
the  mineral  industries  of  the  country 
amount  possibly  to  six  billions  of 
dollars  per  year.  They  are  indis- 
pensable to  our  manufacturers,  and  a 
most  important  part  of  our  national 
wealth.  If  these  two  bureaus  were  to 
spend  in  this  important  work  of  re- 
search and  development,  an  amount 
equal  to  one  dollar  in  a  thousand  of  the 
annual  value  of  mineral  products,  it 
would  amount  possibly  to  six  million 
dollars  per  year,  which  is  more  than 
double  present  expenditures. 

Can  there  be  any  doubt  that  such 
a  sum  expended  in  the  interest  of  the 
public  that  pays  the  entire  cost,  and 
must  bear  the  burdens  of  any  ineffi- 
ciency that  exists  in  the  industries, 
would  be  amply  repaid  ?  For  example, 
millions  of  dollars  are'  worse  than 
wasted  every  year  in  accidents  that 
could  be  prevented.  Mining  is  one  of 
the  most  hazardous  of  industries.  The 
Bureau  of  Mines  has  done  a  great  deal 
of  valuable  work,  both  in  research  and 
education,  to  make  mining  safer;  but 
there  is  need  for  a  great  deal  more  than 
it  has  been  able  to  do.  The  results  of 
such  work  are  available  in  all  the  states 
where  mining  is  carried  on.  It  can 
generally  be  done  better,  and  far  more 
economically,  than  if  done  by  the 
states  unaided  by  the  Federal  Govern- 
ment. These  two  bureaus  are  doing  a 
work  of  great  economic  importance  at 
a  cost  to  the  people  of  this  coimtry  of 
three  cents  per  capita  per  year.  If  it 
were  doubled,  the  burden  would  be 
only  sUghtly  increased,  but  the  service 
rendered  in  the  increased  efficiency  of 
production  and  fewer  accidents  and 
more  intelligent  use  of  our  natural 
resources  would  be  very  considerable. 
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TABLE  4 

AvKRAOE  Annual  Net  ExFUNDrruREs— Aix  Civil  Aotivitibb 
Fiscal  Yeahs  1910-1919 


Net  Amount 


Per  Cent 

of  Total 

Civil 


Gbotj^  I — Primary  Governmental  Functions 

Le^slative 

Executive 

State 

Treasury 

Interior 

Post  Office 

Agriculture 

Commerce 

Labor 

Justice 

Judicial 

LC.C 

District  of  Columbia 

Public  Buildings — Maintenance 

Miscellaneous 

Total— Group  I 

Group  II — ^Research,  Education,  Development 

Agriculture 

Interior 

Commerce 

Public  Health 

Education,  Welfare,  etc 

Total— Group  II 

Gboup  in— Public  Works 

Rivers  and  Harbors  Improvement 

Panama  Canal  Construction 

Public  Buildings — New  Construction 

Reclamation  Service 

Alaska  B.R. 

Post  Roads 

ToUl— Group  III 


$14,117,445 

727,843 

3,387,802 

33,763,532 

18,193,388 

485,717 

9,149,616 

6,852,318 

465,244 

1,686,598 

7,625,586 

8,251,391 

3,917,128 

5.511,753 

1,620.163 


$105,755,525 


$12,880,271 
2,493,777 
5,065.416 
2,705,623 
4,693,226 


$27,838,313 


$35,324,757 

21,444,123 

13,519,749 

3,849,610 

3,108,163 

497,049 


«.7% 
0.3 
1.6 
16.0 
6.8 
0.2 
4.4 
3.2 
0.2 
0.8 
8.6 
1.5 
1.9 
2.6 
0.8 


50.1% 


1.2 

2.4 
1.8 

2.2 


13.2% 


16.7% 
10.1 

6.4 

1.8 

1.5 

0.2 


$77,743,451 


36.7% 


This  is  a  spendid  example  of  the  eco* 
nomic  and  social  value  of  cooperation 
of  all  the  people  through  the  agency  of 
the  Federal  Government  in  doing 
eflSiciently  what  is  needed  by  all. 

The  Bureau  of  Education  has  done 
important  and  useful  work,  but  has 


never  been  developed  on  a  scale  com- 
mensurate with  the  importance  of  its 
field.  It  is  believed  by  many  that  the 
Bureau  of  Education  should  take  a 
leading  part  in  studying  the  science  of 
education,  and  cooperate  eflFectively 
with  the  educational  institutions  of  the 
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countiy  in  setting  standards  of  educa- 
tion. It  would  not  and  could  not 
dominate  or  control  education,  and 
there  would  be  no  danger  of  such  a 
result.  But  it  should  be  able  to  cooper- 
ate effectively  and  worthily,  and  to 
assist  in  raising  educational  standards 
where  they  are  too  low.  The  Federal 
Grovemment  is  now  assisting  the  states 
to  the  extent  of  a  hundred  million 
dollars  a  year  in  the  building  of  high- 
ways. Why  should  it  not  assist  in 
the  supremely  important  work  of 
education  by  taking  a  leading  part  in 
studying  the  problems  of  education? 

Four  bureaus  of  the  Department  of 
Conmierce  are  included  in  group  11. 
The  Coast  and  Geodetic  Survey  is  one 
of  the  oldest  branches  of  the  govern- 
ment doing  scientific  and  technical 
work,  and  until  the  establishment  of 
the  Bureau  of  Standards,  kept  the 
standards  and  did  the  testing  of  weights 
and  measures.  It  is  charged  with  the 
survey  of  the  coasts  and  rivers  to  the 
head  of  ship  navigation,  and  the  pub- 
lication of  charts,  giving  the  results  of 
base  meastu*ements,  triangulation,  topo- 
graphic and  hydrographic  surveys,  deep 
sea  soundings  and  temperature,  mag- 
netic observations,  gravity  research, 
determination  of  heights,  latitude, 
longitude,  and  reference  points  for 
state  surveys.  This  work,  which  is 
very  fundamental  and  important,  and 
upon  which  all  other  surveys  are  based, 
has  been  done  with  a  h^  order  of 
precision  ^md  thoroughness,  and  with 
marked  credit  to  the  government. 

The  object  of  the  Bureau  of  Fisheries 
is  to  develop  the  production  and  con- 
sumption of  fish  as  an  important 
source  of  food.  To  stimulate  produc- 
tion, scientific  research  on  the  habits 
and  propagation  of  fish  is  carried  on. 
The  breeding  of  fish  and  their  distri- 
bution into  lakes  and  streams  is  done 
on  a  large  scale.  In  all  of  this  work, 
but  particularly  in  connection  with  the 


propagation  of  fish  and  the  protection 
of  fish  against  extermination,  the  bu- 
reau cooperates  with  the  various  states. 
The  responsibiUty  of  the  government 
for  work  of  this  kind  is  obvious,  and 
there  can  be  no  doubt  as  to  its  being 
profitable. 

The  Bureau  of  Standards  maintains 
the  fundamental  standards  of  physical 
measurement.  It  cooperates  .with 
foreign  governmental  institutions  in 
maintaining  international  uniformity 
in  such  measurements.  It  provides  or 
calibrates  copies  of  standards  for  states 
and  manufacturers  so  as  to  insure  imi- 
f  ormity  in  physical  measurements.  It 
develops  instruments  and  methods  to 
secure  the  highest  possible  accuracy  in 
measurements  and  the  greatest  perma- 
nence and  reliability  in  standards.  It 
cooperates  with  engineering  and  trade 
organizations  in  standardization  work, 
and  carries  out  investigations  on  the 
properties  of  materials  to  secure  data 
for  such  standardization.  A  very 
large  amount  of  work  is  done  for  the 
Army  and  Navy  and  other  branches  of 
the  Federal  Grovemment,  for  state  com- 
missions and  officers  of  state  and 
municipal  governments,  and  the  general 
public.  It  also  carries  out  a  large 
amount  of  scientific  and  industrial 
research  to  develop  the  industries' of 
the  country.  Excluding  food  prod- 
ucts, tobacco  and  liquors,  the  annual 
value  of  manufactured  products  in 
this  country,  over  and  above  the  value 
of  the  raw  materials  entering  into 
them  is  possibly  $12,000,000,000.  The 
Bureau  of  Standards  spends  this  year 
a  sum  not  more  than  ten  cents  per 
$1,000  of  manufactured  products  in  all 
its  work,  and  scarcely  more  than  one- 
half  of  it  is  for  the  purpose  of  develop- 
ing these  manufactures.  If  this  sum 
could  be  considerably  increased,  it 
would  enable  a  much  larger  amount  of 
work  to  be  done  and  the  work  could  be 
carried  on  more  efficiently.    If  it  were 
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multiplied  by  ten,  it  would  be  none 
too  much»  and  would  enable  the  gov- 
ernment to  do  for  the  manufacturing 
industries  something  like  what  it  is 
doing  for  agriculture.  In  view  of  the 
enormous  inportance  of  developing  the 
manufacturing  industries  of  the  coun- 
try, and  also  in  view  of  the  large 
amount  of  money  collected  from  these 
industries  in  taxes,  it  seems  reasonable 
to  expect  the  government  to  allot  a 
more  generous  sum  to  this  work. 
One  cent  per  year  per  capita  of  the 
country's  population  for  thLs  construc- 
tive and  wealth-producing  work  is  a 
very  small  amount  for  so  important  a 
work. 

The  Bureau  of  the  Census  does  a 
large  amount  of  statistical  work  in 
addition  to  taking  the  decennial  census 
of  the  population,  agriculture,  manu- 
factures, mines  and  quarries.  It  is 
charged  with  collecting  statistics  at 
specified  intervals  regarding  depend- 
ent, defective  and  delinquent  classes, 
wealth,  taxation,  state  and  municipal 
revenues  and  expenditures,  and  many 
other  subjects.  This  work  is  of  great 
importance  and  is  properly  included 
in  the  research  and  educational  group. 

The  Bureau  of  Labor  Statistics 
gathers  the  statistics  of  wages  in  the 
various  industries  and  the  cost  of 
Uving,  and  publishes  much  valuable 
material  of  interest  to  labor  and  capi- 
tal. The  prosperity  and  happiness  of 
all  the  people  depend  to  a  considerable 
extent  upon  industrial  peace,  and 
freedom  from  strikes  and  disorder. 
Industrial  peace  and  contentment  re- 
quire justice  and  fair  dealing  between 
employers  and  employed.  In  order 
that  both  may  know  what  is  just  and 
fair,  statistical  information  as  to  wages 
and  chang^  in  prices  and  the  cost  of 
living  is  essential.  It  is  probable  that 
the  greatest  obstacle  to  a  good  under- 
standing between  employers  and  em- 
ployed is  lack  of  information.    Sus- 


picion and  prejudice  often  give  way  to 
sympathy  and  understanding  when 
full  information,  including  information 
about  what  others  are  doing,  is  made 
available.  The  good  results  achieved 
by  generous  treatment  of  labor  should 
be  put  before  all  employers,  and  if  the 
government  would  spend  more  on 
research  and  education  in  this  impor- 
tant field,  might  it  not  save  much  that 
is  now  spent  in  other  directions?  And 
might  not  the  public  be  saved  much 
both  in  expense  and  inconvenience  that 
results  from  industrial  warfare?  This 
subject  is  of  such  tremendous  and  far- 
reaching  importance  that  one  is  led  to 
ask  whether  the  government  is  doing 
as  much  as  it  should  in  this  connection. 

The  work  of  the  Children's  Biueau 
and  the  Woman  in  Industry  service  is 
relatively  new,  but  of  great  importance. 
In  the  interest  of  the  state,  apart  from 
considerations  of  hmnanity,  women 
and  children  should  be  protected  in  the 
industries;  and  the  work  of  these  two 
bureaus  is  therefore  of  fundamental 
importance.  It  seems  likely  that  it 
will  grow  rapidly  in  magnitude  and 
occupy  a  larger  place  in  the  public's 
thought. 

The  Library  of  Congress  is  a  great 
national  institution,  corresponding  to 
the  British  Museum  and  the  Biblio- 
iheque  NatUmale.  It  is  properly 
grouped  with  the  educational  institu- 
tions of  the  government,  and  it  is  an 
institution  of  which  all  Americans  are 
proud.  It  is  a  great  library,  housed  in 
a  beautiful  building,  useful  to  thou- 
sands, enjo3red  by  hundreds  of  thou- 
sands. The  country  approves  a  gener- 
ous policy  toward  this  activity  of  the 
government,  devoted  as  it  is  to  art 
and  education. 

The  Smithsonian  Institution  and  the 
National  Museum  are  national  institu- 
tions devoted  to  science,  industry,  art 
and  natural  history.  The  Smithsonian 
Institution  has  a  private  endowment. 
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but  the  greater  portion  of  its  funds 
comes  from  the  government.  It  carries 
out  scientific  researches  in  the  physical 
and  natural  sciences  and  has  extremely 
valuable  collections  in  its  museums 
and  art  galleries.  The  government 
has  not  done  as  much  in  promoting  art 
and  collecting  works  of  art  as  have 
many  other  governments,  and  it  is  to 
be  hoped  that  much  may  be  done  in 
the  future  to  compensate  for  past 
neglect  in  these  matters. 

The  Public  Health  Service  is  one  of 
the  most  important  of  the  agencies 
doing  work  of  research  and  education. 
It  maintains  supervision  over  incoming 
vessels  to  prevent  the  introduction  of 
diseases;  to  prevent  the  spread  of 
diseases  between  the  states  it  makes 
inspections  and  cooperates  with  the 
state  departments  of  health;  statistics 
of  diseases  are  collected  and  inter- 
preted, and  scientific  research  is  carried 
out  to  develop  methods  of  preventing 
the  spread  of  disease. 

The  service  has  recently  formulated 
a  comprehensive  health  program  to  be 
carried  out  on  a  nation-wide  scale  by 
the  active  cooperation  of  federal,  state, 
and  local  authorities  and  volimtary 
organizations.  That  these  needs  are 
urgent  is  shown  by  the  fact  that  more 
than  one-third  of  all  men  examined 
under  the  draft  during  the  war  were 
rejected  for  physical  defects  and 
diseases.  The  Surgeon  General  states 
that  in  large  measure  these  defects 
and  diseases  could  have  been  prevented 
had  proper  attention  been  given  to 
them,  especially  in  childhood.  This 
unsatisfactory  condition  of  the  public 
health  shows  the  need  of  greater  atten- 
tion on  the  part  of  the  Federal  Grov- 
emment,  and  more  systematic  cooper- 
ation between  local  and  national 
agencies. 

A  large  amount  of  most  valuable 
medical,  statistical,  and  research  work 
is  carried  on  by  the  Public  Health 


Service,  which  has  been  greatly  devel- 
oped in  recent  years.  The  oppor- 
tunities presented  in  this  work  for 
growth  and  increased  usefuhiess  are 
almost  boundless.  In  addition  to  its 
work  in  connection  with  the  public 
health,  a  large  amoimt  of  work  is  done 
in  the  care  and  rehabilitation  of  sick 
and  wounded  soldiers. 

The  foregoing  brief  outline  of  the 
activities  of  the  various  government 
agencies  included  in  group  11  gives  a 
very  incomplete  statement  of  the 
research  and  educational  work  done  by 
the  government.  It  is,  however,  in- 
tended to  convey  some  idea  of  the  wide 
range  and  important  character  of  this 
work,  and  its  great  possibilities  for 
development  if  more  adequate  pro- 
vision could  be  made  for  its  support. 

The  Great  War  was  based  very 
largely  on  science  and  engineering. 
During  the  twenty-five  years  preced- 
ing the  outbreak  of  the  war  the  enemy 
had  developed  science  and  the  practi- 
cal applications  of  science  in  a  wonder- 
ful way.  He  had  fostered  the  indus- 
tries, developed  shipping  and  foreign 
trade,  and  promoted  scientific  research 
and  education  until  the  German  nation 
stood  in  the  forefront  of  the  nations  of 
the  earth.  When  the  war  began  the 
Allied  nations  were  unprepared,  not 
only  for  lack  of  armies  and  munitions, 
but  for  lack  of  industrial  equipment, 
transportation  facilities  and  scientific 
development.  Holding  the  enemy  at 
bay  under  fearful  odds  while  they  built 
up  their  armies  and  their  industries, 
the  Alliedand associated  powers  utilized 
all  the  resources  of  science  and  engi- 
neering and  a  vast  amount  of  accumu- 
lated treasure  to  make  good  their  initial 
deficiencies  and  gain  strength  enough 
to  wear  out  and  overcome  the  enemy. 

In  this  titanic  struggle,  scientists, 
engineers  and  captains  of  industry 
were  mobilized  by  the  tens  of  thou- 
sands, and  men  and  women  in  the  in- 
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dustries  by  the  tens  of  millions,  in 
order  that  the  soldiers  and  sailors  in 
the  artnies  and  the  fleets  might  be 
adequately  supplied  with  food,  muni- 
tions and  equipment.  The  wonderful 
achievements  of  science  imder  the 
pressure  of  necessity  demonstrated  the 
economic  possibilities  of  scientific  re- 
search. This  demonstration  was  not 
altogether  new,  but  the  war  brought  it 
home  more  forcefully,  and  at  its  close 
one  felt  that  never  again  would  any- 
body question  the  importance  and  eco- 
nomic value  of  scientific  investigation. 

Almost  before  the  war  is  over,  how- 
ever, and  indeed  before  peace  with  the 
enemy  is  officially  declared,  we  find 
some  of  the  government's  scientific 
work  seriously  handicapped  for  lack  of 
funds,  and  a  feeling  by  many  people 
that  under  present  circumstances  such 
work  must  be  severely  curtailed  for  the 
sake  of  economy.  It,  therefore,  seems 
timely  to  take  this  survey  of  the  fields 
of  the  government's  activities,  which 
are  included  in  group  11,  and  to  see 
how  much  (or  how  little  relatively!)  is 
exi>ended  for  this  work. 

The  average  cost  of  all  this  work 
for  the  ten-year  period,  1910-19  as 
shown  in  table  5,  was  28  cents  per 
year  per  capita  of  the  country's  popula- 
tion,  certainly  a  very  small  sum  in 
proportion  to  the  importance  of  the 
interests  represented,  and  also  in 
proportion  to  the  aggregate  of  the 
federal  taxes  collected. 

Group  ni:  Public  Works,  New 
Construction 

The  Panama  Canal  was  opened  to 
navigation  in  1914.  Its  total  cost  for 
construction  and  equipment  to  date  is 
$867,000,000.  During  the  past  six 
years  its  revenues  have  amounted  to 
about  $84,000,000  and  its  expenditures 
for  operation  and  maintenance  to 
$86,000,000,  a  net  deficit  of  $2,000,000 
{or  the  entire  period.    Had  it  not  been 


for  the  slides  in  1916,  which  closed  the 
canal  for  seven  months  and  greatly  re- 
duced the  revenue  that  year,  there 
would  have  been  a  surplus  of  $2,000,- 
000  for  the  entire  period  instead  of  a 
deficit.  The  surplus  in  the  fiscal  year 
1920,  amount^  to  more  than  $2,000,- 
000,  and  this  should  increase  year  by 
year.  More  than  $210,000,000  out  of 
the  total  cost  of  $867,000,000  was  pro- 
vided out  of  current  revenues  of  the 
government  from  1910  to  1915,  and 
hence  was  included  in  the  $2.14  per 
capita  of  civil  governmental  cost  dur- 
ing these  years.  This  is  one  of  the 
engineering  triumphs  of  the  present 
century,  and  is  another  illustration  of 
the  successful  handling  of  large  public 
undertakings  by  the  people  coopera- 
tively, that  is,  by  the  government. 

Another  large  undertaking  of  an 
engineering  character  is  the  river  and 
harbor  improvements,  carried  out  by 
the  engineers  of  the  army  but  charged 
in  this  study  to  Public  Works.  During 
the  ten  years,  1910  to  1919,  inclusive, 
more  than  $350,000,000  was  expended 
in  this  very  important  work.  From 
Hell  Gate  to  the  Golden  Gate,  and  from 
Duluth  to  the  delta  of  the  Mississippi, 
this  work  has  been  carried  on  for  many 
years  and  is  of  great  aggregate  im- 
portance. 

A  third  important  item  in  this  group 
is  the  construction  of  new  public  build- 
ings, and  during  the  ten-year  period  in 
question  $185,197,494  was  expended  in 
tiie  construction  of  post  offices,  custom 
houses,  hospitals  and  other  govern- 
ment buildings,  about  one  himdred 
twenty  new  buildings  per  year  being 
erected.  The  work  is  done  by  the 
office  of  the  supervising  architect  of 
the  Treasiuy  Department,  which  for 
many  years  has  handled  this  work. 
This  also  comes  within  the  total  of 
$2.14  per  capita  of  civil  governmental 
cost,  about  79  cents  of  which  was 
expended  in  the  public-works  group. 
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In  addition  to  the  construction  of  new 
buildings  the  supervising  architect's 
office  has  charge  of  the  operation  and 
maintenance  of  1300  public  buildings 
in  all  parts  of  the  country. 

The  fourth  item  in  this  group  is  the 
construction  of  rural  post  roads,  by 
cooperation  with  state  highway  depart- 
ments. This  work  has  been  greatly 
expanded  recently.  During  the  ten 
years,  1910  to  1919,  inclusive,  $4,970,- 
489  was  expended  in  the  aggregate. 
But  the  appropriation  for  19^  was 
$99,000,000,and  for  1921,  $104,000,000. 
This  is  more  than  the  annual  expendi- 
ture previous  to  1920  for  the  entire 
range  of  engineering  work  included  in 
group  m.  The  importance  of  good 
roads  to  the  proper  development  of  the 
country  is  now  well  understood,  and 
there  can  be  no  doubt  that  the  coopera- 
tion of  the  Federal  Government  will  be 
to  the  advantage  of  the  people  as  a 
whole.  The  building  of  roads  is  an  en- 
gineering matter  in  which  technical  in- 
formation and  experience  are  of  very 
great  importance.  The  aid  of  the  Fed- 
eral Grovemment  not  only  stimulates 
and  aids  the  states,  which  must  pay  at 
least  half  the  cost,  but  tends  to  secure 
the  best  engineering  service  and  to 
standardize  road  construction.  It  can 
not  fan  to  have  a  great  educational  in- 
fluence upon  engineers  and  road  build- 
ers throughout  the  country,  and  to 
give  the  users  of  roads  better  roads  and 
the  taxpayers  more  for  their  money 
than  if  it  is  left  to  individual  states. 

Moreover,  in  planning  and  building 
national  highways  it  is  very  advanta- 
geous to  hafve  the  Federal  Government 
an  active  participant,  in  order  to  seciure 
a  better  coordination  of  effort.  As  a 
measure  of  military  precaution  and 
preparedness  the  realization  of  a  sys- 
tem of  good  roads  on  a  national  scale  is 
of  enormous  advantage.  As  a  help  in 
getting  food  to  market  and  supplies  to 
farmers,  it  is  of  enormous  economic 


value.  As  supplementing  and  in  some 
cases  supplanting  railroads,  such  a 
system  of  highways  is  of  great  signif- 
icance. 

The  fifth  item  is  the  Alaskan  Rail- 
way, from Sewardto Fairbanks.  Dur- 
ing the  years  1913  to  1919,  inclusive, 
$31,081,628  was  expended  on  this  im- 
portant railway,  which,  when  com- 
pleted, will  be  540  miles  long.  As 
with  the  Panama  Canal,  this  is  not  an 
undertaking  which  private  capital 
would  care  to  undertake.  But  its 
ultimate  success  and  its  value  in  the 
development  of  Alaska  can  hardly  be 
doubted. 

The  sixth  item  is  the  Reclamation 
Service,  one  of  the  most  profitable  and 
most  interesting  of  the  engineering 
projects  of  the  government.  To  re- 
claim the  deserts  and  to  create  farms 
and  homes  and  villages  where  before 
was  waste  and  desolation  b  an  in- 
spiring imdertaking;  and  to  be  able  to 
create  wealth  far  in  excess  of  the  cost 
of  the  work  furnishes  a  double  incen- 
tive. Since  1902  the  Reclamation 
Service  has  constructed  irrigation  sys- 
tems to  supply  1,780,000  acres  of  Isoid 
with  water,  and  storage  reservoirs 
sufficient  to  supply  an  additional 
million  of  acres.  On  this  reclaimed 
land  40,000  families  are  living,  and  the 
population  of  the  towns  and  villages 
within  these  projects  had  increased  by 
as  many  more.  It  is  estimated  that 
the  increased  value  of  the  land  due 
to  the  work  of  the  Reclamation  Service 
is  $200  per  acre,  or  a  total  of  more  than 
$350,000,000.  The  annual  value  of 
the  crops  raised  on  these  lands  is 
estimated  at  $90,000,000.  Most  of 
the  money  expended  on  this  work  is 
derived  from  the  sale  of  public  lands 
and  the  money  collected  from  settlers 
for  the  improvements  made  and  the 
water  service  rendered. 

The  Forest  Service  is  akin  to  the 
Reclamation   Service   in   that   it   is 
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TABLE  6 

Net  Expenditures — Group  I— Primart  Governmental  Functhons 
Fiscal  Years  1910-1919 


.     Year  Ending  June  30 

Legislative 

Executive 

SUtc 

Treasury 

IntericM' 

1910 

$13,812,900 
13,172.117 
12,308,400 
14,054,658 
13,242,248 
14,352,302 
13,533,403 
14,395.362 
15.817.749 
16.485,312 

$520,208 
734,459 
923,979 
591,646 
463.992 
568.219 
564.847 
675.311 
910.919 

1.224.852 

$2,283,201 
2.656.010 
2.506.497 
2.076.326 
2.662.757 
2.684.166 
3.433.545 
3.648.075 
4.677.254 
7.250.190 

$29,880,569 
27,336,813 
28,699,035 
29.064,241 
80,332.558 
31.667.486 
30.784,137 
83.383,592 
40,186.882 
56,301.012 

$16,606,130 

1911 

9.085.520 

1912 

11,880.880 

1913 

11.123.752 

1914 : 

12.753.558 

1915 

13.139.302 

1916 

12.402.249 

1917 

18,289.624 

1918 . 

15.968.165 

1919 

15.735.258 

Average.  1910-1919 

$14,117,445 

$727,843 

$3,387,802 

$33,763,532 

$13,193,388 

Post  Office 

Agriculture 

Commerce 

TAhor 

Justice 

1910 

$10,117,907 
1,812.594 
3.461.232 
3.196.710 

-1.563.798* 
5.031.466 
7.270.710 

-3.279.832* 

-5.402.286* 
-15.788.032* 

$5,083,026 

4.497.688 

7.878.024 

8.678.942 

9.153.014 

9.857,383 

10.735.784 

11.371,938 

11.789.604 

12.450,760 

$6,862,150 
5.978.456 
5.822.178 
6,416.086 
6.249.043 
6,771.915 
6.877.075 
7.228.009 
7.504.245 
8.814.021 

-$1,190,581* 
-768.822* 
-100.398* 
-2.043.487* 
-2.109.283* 
1.587.645 
1.884.896 
2.066,226 
2.834.796 
2.491.447 

$1,010,038 

1911 

1.272.444 

1912 

1.886.947 

1913 

1.518.861 

1914 

1.586.215 

1915 

1.536.760 

1916 

1.508.102 

1917 

1.545.397 

1918 

2,321.566 

1919 

8.180.150 

Average.  1910-1919 

$485,717 

$9,149,616 

$6,852,318 

$465,244 

$1,686,598 

Judicial 

I.  C.  C. 

District  of 
Columbia 

Public 
Buildings 

Miscel- 
laneous 

1910 

$7,596,825 
7.087.143 
6.713.079 
7.515.440 
7.243.033 
7.785.778 
7.931,343 
7.890,437 
7.969.996 
8.522,787 

$1,152,344 
1.315.920 
1.383.881 
1.639.654 
2.005.303 
3.781.380 
5.006.593 
5.166.003 
5.389.981 
5.672.856 

$4,151,543 
4.656.414 
4.315.075 
3.723.599 
3.753.681 
3.430.189 
3.457.112 
3.632.769 
3.445.583 
4.605.316 

$4,129,320 
4,707.852 
4,976.757 
4.918.699 
4.975.798 
5.548.826 
5.863.026 
6.049.876 
6.671.633 
7.276.239 

$212,375 

1911 

188.583 

1912 

221.818 

1913 

383.561 

1914 

465.290 

1915 

-916.485* 

1916 

3.489.803 

1917 

1.618.582 

1918 

5.118.718 

1919 

5.424.383 

Average.  1910-1919 

$7,625,586 

$3,251,391 

$3,917,128 

$5,511,753 

$1,620,168 

Statbmbnt  Rbqabdzno  U.  8.  Expbnbs  roB  Dxbtbxot  of  Coluicbu. 

The  Federal  Oovemment's  share  of  expenses  of  the  District  of  Columbia  is  always  less  than  half  of  the  total  be- 
cause the  operating  expenses  of  the  water  department  and  a  certain  number  of  minor  aetiyities  are  borne  by  the 
District  alone.  However,  to  the  average  annual  net  eroenditure  of  $3,917, 128  for  the  District  of  Columbia  shown  in 
the  charts  and  the  tables,  there  must  be  added  $2,120,375  as  the  average  annual  expenditure  on  behalf  of  the  District 
by  the  Federal  Government  which  has  been  charged  by  the  Treasury  to  the  War  Department,  the  Department  of  th« 
Interior,  and  certain  bureaus  of  other  departments.  This  makes  a  total  net  expenditure  for  the  District  of  $6,037,- 
503  per  year  average  for  the  ten-year  penod,  as  against  an  average  of  $9,500,243  paid  by  the  District,  or  39  per  oeni 
of  the  totol. 

■^Surplus. 
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developing  the  public  domain.  It  has 
been  included  in  group  11,  but  may  be 
mentioned  in  this  connection.  The 
national  forests  are  located  in  29  states 
in  all  parts  of  the  country,  although 
the  larger  portion  is  in  the  Far  West. 
There  are  152  different  forest  tracts, 
with  a  total  area  of  156,000,000  acres. 
The  Forest  Service  has  the  responsibil- 
ity of  protecting  and  managing  these 
vast  tracts  of  land;  studying  how  to 


Laboratory  of  the  Forest  Service  has 
done  a  great  deal  of  valuable  scientific 
and  engineering  work  on  a  wide  range 
of  subjects.  In  planning  its  vrcak  and 
in  developing  the  forests  the  Forest 
Service  takes  a  long  look  ahead. 

Obviously,  no  commercial  company 
could  undertake  such  a  work.  The 
question  of  early  dividends  is  not  para- 
mount with  the  government.  We 
have  drawn  lavishly,  even  recklessly 


TABLE  7 

Net  Expenditures,  Group  II — Resbabch,  Education,  Deyelopbient 

Fiscal  Years  1910-1919 


Year  Ending  June  30 

Agriculture 

Interior 

Commerce 

Public 
Health 

Education 
Welfare,  etc. 

1910 

$9,750,581 
11,112,882 
9,890,796 
9,282,029 
10,507,954 
16,386,062 
14,265,752 
14,425,464 
17,114,309 
16,560,926 

$1,574,790 
2,036,544 
2,109,032 
2,192,227 
2,381,916 
2,484,931 
2,417,311 
2,529,453 
3,204,093 
4,007,472 

$8,450,503 
8,394,968 
4,263,804 
4,222,149 
3.714,348 
4,295,765 
4,139,785 
4,014,684 
4,711,100 
4,447,053 

$2,021,199 
1,927,813 
2,077,536 
1,993,879 
2,097,577 
2,519,871 
2,589,210 
2,768,880 
3,121,402 
5,938,864 

$3,597,009 

1911 

3,923,291 

191« 

4,402,269 

1918 

3,921,688 

1914 

4,172,804 

1915 

4,373,845 

1916 

4,307,226 

1917 

4,686,064 

1918 

6,622,814 

1919 *. 

6,925,252 

Average 

$12,880,271 

$2,493,777 

$5,065,416 

$2,705,623 

$4,693,226 

develop  the  land  best  and  make  its 
resources  most  useful  to  the  pubUc. 
It  yields  a  large  revenue  each  year  from 
timber  cut  (last  year  800,000,000  board 
feet),  and  i^ords  on  its  grazing  ranges 
pasturage  for  15,000,000  head  of  sheep, 
cattle,  horses,  goats,  and  swine.  Watch* 
ing  the  forests  for  the  outbreak  of  fire, 
and  fighting  fires  when  they  gain  head- 
way, is  one  of  the  important  duties  of 
the  Forest  Service.  Another  duty  is 
applying  scientific  forestry  to  the 
development  of  the  forests.  Still  an- 
other is  studying  the  properties  of 
woods  and  methods  of  treatitig  and 
using   woods.    The   Forest   Products 


in  some  cases,  upon  our  natural  re- 
sources, and  it  is  well  that  we  should  be 
taking  some  thought  for  the  future, 
and  should  be  able  to  hand  down  to 
the  next  generation  our  public  forest 
areas  in  better,  rather  than  worse, 
condition  than  they  are  at  present. 
The  annual  earnings  of  the  Forest 
Service  go  a  long  way  usually  in  pay- 
ing expenses,  and  it  is  believed  that  in 
a  few  years  they  will  pay  the  entire  cost 
of  the  work,  in  addition  to  adding  year 
by  year  to  the  value  of  the  national 
forests. 

The  Federal  Power  Commission  is 
another  agency  recently  established  to 
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do  engmeering  work  akin  to  the  Rec- 
lamation Service  and  Forest  Service  in 
that  it  is  developing  the  natural  re- 
sources of  the  country  and  indirectly 
creating  wealth*  It  is  different,  how- 
ever, in  this  important  respect,  that 
instead  of  carrying  out  engineering 
work  itself,  it  has  general  supervision 
of  power  sites  and  their  development 
and  will  grant  permits  to  private 
agencies  to  carry  out  such  work  and 
supervise  the  carrying  out  of  the  work 
so  that  it  shall  not  be  inconsistent  with 
the  public  interest.  The  power  prob- 
lem is  a  very  fundamental  one,  and 
the  recent  unfortunate  experience  of 


the  industries  and  public  utilities  which 
depend  upon  coal  emphasizes  the  need 
for  the  government  to  do  what  it  can 
to  make  the  water  powers  of  the  coun- 
try available  to  the  industries.  It  is 
to  be  hoped  that  the  Federal  Power 
Commission  will  be  given  such  means 
to  work  with,  that  it  will  be  enabled 
to  attack  the  problems  before  it 
effectively  and  successfully. 

All  these  important  constructive 
activities  of  the  government  (except 
the  Forest  Service  as  shown  in  Fig.  8) 
were  carried  on  for  the  ten-year  period 
at  a  total  cost  of  $777,434,500  and  an 
annual  cost  of  aboid  79  cents  per  capita 


TABLE  8 

Gross  and  Net  Expenditures — Group  HE — Pubuc  Works 
Fiscal  Years  1910-1919 


Year 

Ending 
June  80 

Rivers  and 
Harbors  Im- 
provements 

Panama 
Canal  Con- 
struction 

PubUc 

Buildings 

Construction 

Reclama- 
tion 
Service 

Alaska 
RaUway 

Rural 

Post 

Roada 

1910 

$29,026,114 
88.640,853 
85,646,618 
42,274,840 
49,921,592 
46,883,914 
82,450,801 
80,487,560 
29,598,582 
88,078,306 

$88,911,678 

87,032,907 

84,291,280 

40,684,496 

81,950,041 

23,687,487 

8,103,039 

9,184,867 

6,704,127 

1,684,324 

$18,404,109 
16,287,536 
18,034,385 
14,021,781 
11,277,797 
14,632,086 
11,048,164 
12,116,721 
12,206,527 
10,184,243 

$7,888,604 
7,814,300 
9,194.067 
6,646,252 
7.709,851 

12,091,686 
5,891,615 
4,993,782 
5,205,480 
4,304,956 

1911 

1912 

1913 

$16,625 

116,801 

572,786 

4,148.791 

9.407,845 

11,585,605 

5,284,698 

1914... 

1915 

$265,827 

1916 

1917 

84.994 

1918 

848,474 

1919 

8.826,694 

Totol     Gross 
Cost 

Earnings      and 
Receipts 

$862,958,180 
9,705,612 

$227,234,191 
12,792,964 

$138,218,849 
8,015,856 

$71,240,042 
82,748,948 

$81,063,151 
1.523 

$4,970,489 

Net  Cost 

$353,247,568 

$214,441,227 

$185,197,498 

$88,496,099 

$81,081,628 

$4,970,489 

STATSMBirr  RbOABDINO  U.  S.  EZPSNSa  fob  RlOLAMATIOir  SBBTIOa 

In  the  expenditures  and  credits  of  the  Reolamation  Service  m  shown  in  the  charts  and  tablee  some  Items  do  not 
appear  because  of  certain  bookkeepinc  procedure  which  the  law  requires  the  Treasury  to  follow  in  this  instangs. 
Thus  the  total  amount  actually  disbursed  in  1910-19  is  $97,683,687.  This  is  $26,343,545  in  exoees  of  the  amount 
shown  in  table  8,  this  difference  representing  the  collections  during  this  period  from  water  rights  charges  on  oompleted 
projects  which  by  act  of  Congress  the  Reclamation  Service  is  permitted  to  reinvest  in  new  proiects.  In  addition 
to  a  loan  of  $20,000,000  advanced  by  the  Treasury  in  1910,  the  actual  credits  to  the  service  m  the  ten-year  period 
amounted  to  $74,127,630.  The  excess  of  this  amount  over  that  shown  in  the  charts  and  tables  consists  of  $14,400.- 
681  from  Land  Office  fees  and  commissions  (credited  in  this  study  to  the  Land  Service) ,  and  $26,023,106  from  water 
right  charges  and  other  collections  from  completed  projects.  The  entire  Reolamation  investment  since  tha  beglB* 
ning  in  1901  amounted  at  the  end  of  June,  1919,  to  $144,820,091.  Of  this  sum  aU  but  the  $20,000,000  loan  has  been 
defrayed  by  the  proceeds  of  the  sale  of  public  lands  by  the  Land  Office,  together  with  fees  and  emnmissions,  and  the 
eoUeetkms  Dy  the  Reclamation  Service  from  completed  reolamation  projects. 
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6R0UP  III      PUBLIC  WORKS 
AGGREOATE  EXPENDITURES  AND  EARNINGS    1910-1919 

TOTAL  ARCAOPSeCrcm  RErHESCMTS  GHOSft  OltBURSCMBNT 

SMADCftAREA   RPmESENfT5   RECEIPTS 

UNMADCD  AREA    REPRE^EIITS   NET  EXPE  MDITURE 

FlQURB   8 

In  ^g.  8  the  total  area  of  each  sector  represents  gross  disbursements,  the  black  area  represents 
receipts  and  the  white  area  represents  net  expenditure. 

The  amounts  shown  in  each  sector  represent  the  aggregate  expenditure  in  the  ten-year  period  for 
each  iteoL  The  anniial  expenditures  for  each  year  are  also  indicated  except  in  the  case  of  Rural  Post 
and  Forest  Roads  which  was  too  small  to  be  subdivided. 

The  leoripts  represent  the  proceeds  of  the  sale  of  government  property*  but  in  the  case  of  the 
Redamation  Service  these  receipts  consist  almost  entirely  of  the  proceeds  from  the  sale  of  public  lands. 
Additional  receipts  from  reclamation  projects  are  not  shown  in  the  chart.  Practically  the  whole  cost 
of  this  work  is  reimbursable,  being  assessed  against  the  owners  of  the  property  benefited,  and  payable 
in  twenty  annual  installments.  The  annual  value  of  the  crops  raised  on  the  reclaimed  land  is  esti- 
mated at  $80,000,000. 

The  coat  of  maintenance  and  operation  of  the  Panama  Canal  and  the  tolls  from  its  operation  are 

hidiided  in  Group  I.  ( 
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of  the  couninfa  population.  That  so 
much  could  be  done  at  so  slight  a 
burden  to  each  is  of  course  because  it 
is  shared  by  so  many.  And  this  is  the 
principal  argument  in  much  that  the 
Fedei^  Government  does,  particularly 
in  research  and  development  work. 
To  do  it  well  once  and  place  the  results 
at  the  disposal  of  all  is  far  cheaper  as 
well  as  better  than  for  separate  agen- 
cies to  do  it  separately  or  to  try  to  do  it 
together  without  the  means  for  securing 
effective  cooperation. 


Groups  IV,  V  and   VI:    Army   and 

Navy,  Pensions  and  Special 

War  Activities 

The  importance  and  necessity  of  the 
military  departments  of  the  govern- 
ment need  no  emphasis  here.  That 
the  Army  and  Navy  should  be  well 
supported  and  developed  up  to  a  high 
degree  of  eflSciency  is  generally  con- 
ceded. As  to  how  large  they  should  be 
and  how  much  they  should  cost,  there 
are  many  opinions.  No  opinion  is  here 
on   these   questions.    The 


TABLE  9 

Average  Annual  Expenditures  and  Credits  of  War  Department 

Fiscal  Years  1910-1920 

For  7  Pre-war  Years.  8  War  Years,  and  1920 


ExpendUuret 

Salaries  and  Expenses 

Quartermaster  Corps 

Medical  Department 

Signal  Service 

Ordnance  Department 

Engineer  Department 

Military  Academy 

National  Guard 

War  Miscellaneous — ^Military 

National  Homes 

National  Cemeteries  and  Monuments 

War  Claims  and  Relief  Acts 

War  Miscellaneous — Civil 

Trust  Funds 

Total  Expendittires 

CrediU 

Quartermaster  Corps 

Signal  Service 

Ordnance  Department 

Miscellaneous 

Trust  Funds 

Total  Credits 

Totol  Net  Expenditures 


Average 
1910-1916 


$1,800,263 

93,197,893 

1,087,106 

691,344 

7,074,443 

8,583,375 

1,324,180 

6,478,014 

179.764 

5,021,028 

437,804 

1.001,544 

1,281,573 

2,455,261 


$125,678,591 

$296,542 
187,402 
119,837 
116,378 

2,895.599 


$3,115,758 
$122,557,833 


Average 
1917-1919 


$13,121,209 

8,059.410,621 

101,478,026 

319,173,352 

1,360,124,443 

209,202,649 

1,580,042 

15,547,460 

18,659,254 

4,983,084 

1,597,945 

647,479 

1,372,697 

1.239.696 


$5,108,137,957 

$18,729,357 

296,316 

1,878,950 

1,400,934 

1,633.240 


$23,938,797 
$5,084,199,160 


1920 


$8,004,775 

675.648.807 

9,330,216 

-16.320,858* 

286,509.318 

43,304,346 

1,971,370 

1.675.919 

21,672,537 

6,091,466 

2,923,879 

987,535 

2,020,520 

5.789,854 


$1,049,609,684 

$306,674,668 

309,114 

5,913.490 

6,250,823 

2,044,7S« 


$321,192,831 
$728,416,858 


*  Surplus. 
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purpose  of  this  paper  is  to  present  facts 
fairly  and  in  such  a  way  as  to  facilitate 
study  and  discussion,  and  to  urge  the 
importance  of  proper  support  for  all 
the  activities  of  our  national  govem- 
menty  in  order  that  they  may  be  ade- 
quate, efficient  and  creditable. 

Table  9  gives  the  expenditures  of  the 
War  Department  of  the  eleven-year 
period,  1910-20,  itemized  by  depart- 
ments substantially  as  in  the  report  of 
the  Treasury.  Table  10  gives  similar 
data  for  the  Navy  Department. 

Group  V  covers  pensions  and  care  of 
soldiers.    It  includes  in  item  91  pen- 


sions and  the  cost  of  operating  the  Pen- 
sion Office;  in  item  92  the  insurance  of 
soldiers  and  sailors  during  the  recent 
war  and  subsequently,  through  the 
Bureau  of  War  Risk  Insurance;  in 
item  93  the  rehabilitation  of  soldiers 
by  the  Federal  Board  ci  Vocational 
Rehabilitation;  and  in  item  94  the 
care  of  soldiers  and  sailors  by  the 
Public  Health  Service. 

Group  VI,  covering  obligations  aris- 
ing from  the  war,  occurs  only  in  the 
years  1917  and  following.  Item  95  is 
the  Railroad  Administration,  and  the 
expenditures  under  this  head  were  for 


TABLE  10 

Ayeraqe  Annual  Expenditxtres  and  Cbbditb  of  Navt  Dbpartmbnt 

Fiscal  Ybabs  1910-1920 

For  7  Pre-war  Years,  8  War  Years,  and  1920 


Expenditures 

Salaries  and  Expenses 

Pay,  etc.  of  Navy 

Increase  of  Navy  (including  Aviation) . 

Bureau  of  Yards  and  Docks 

Bureau  of  Navigation 

Naval  Academy 

Bureau  of  Construction  and  Repair. . . 

Bureau  of  Ordnance 

Bureau  of  Steam  Engineering 

Bureau  of  Supplies  and  Accounts 

Bureau  of  Medicine  and  Surgery 

Marine  Corps 

Miscellaneous 

Trust  Funds 

Total  Expenditures  (annual  average) 
Crediis 

Sale  of  Property 

Navy  Fines 

Naval  Hospital 

Navy  Miscellaneous 

Trust  Funds 

Total  Credits 

Total  Net  Expenditures  (annual  average) 


1910-1916 


$888,470 

88,818,099 

81,821,519 

6,717,012 

8,748,152 

682,910 

8,608,588 

12,252,712 

9,575,799 

18,426,889 

1,079,680 

7,878,914 

1,980,678 

468,847 


$186,888,264 

$2,125,142 
610,068 
448,508 
272,862 
487,986 


$8,944,511 
$182,888,758 


Average 
1917-1919 


$4,196,547 

150,706,649 

884,105,656 

54,048,514 

15,185,100 

2,527,158 

46,078,784 

148,960,024 

88,648,068 

109,618,667 

8,074,474 

44,051,947 

255,261,491 

9,475,892 


$1,215,890,421 

$611,825 
648,950 
224,802 
788,959 
298.201 


$2,512,787 
$1,218,877,684 


1920 


$2,797,152 

189,566,281 

282,287,769 

46,184,106 

18,728,060 

2,275,820 

16,558,450 

81,748,888 

24,811,485 

48,640,860 

9,981,760 

42,157,757 

-185,049,684* 

7,057,057 


$682,690,268 

$15,480,640 

085,801 

801,804 

1,002,128 

142,199 


$18,111,688 
$014,578,680 


^Suri^us. 
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advances  to  the  railroads  and  compen- 
sation for  deficits  of  net  earnings  below 
the  guaranteed  return  during  the  pe- 
riod of  federal  operation  and  the  six 
months  guarantee  period  thereafter. 

Item  96  is  the  Shipping  Board  which 
has  constructed  a  fleet  of  ships  and  is 
now  operating  many  of  them.  Item 
97  is  the  Food  and  Fuel  Administra- 
tions, beginning  in  1918.  Item  98 
includes  the  Bureau  of  Industrial 
Housing  and  Transportation,  the  Coun- 
cil of  National  Defense,  the  Inter- 
departmental Social  Hygiene  Board 
and  the  National  Advisory  Committee 
on  Aeronautics.  Item  99,  special  ac- 
tivities, includes  the  special  funds 
placed  in  the  hands  of  the  President, 
under  the  heading  National  Security 
and  Defense,  and  disbursed  by  various 
civil  and  military  agencies,  and  also 
the  special  cost  of  handling  liberty 
loan  campaigns  and  other  special  war 
activities,  and  the  purchase  of  the 
Danish  West  Indies.  Of  the  five  and  a 
quarter  billions  of  dollars  disbursed  in 
the  four  years  1917  to  1920,  in  the 
activities  of  group  VI,  $3,217,239,000 
of  it  was  expended  by  the  Shipping 
Board,  and  a  part  of  this  is  repre- 
sented by  the  value  of  the  ships  now 
owned  by  the  board.  The  Railroad 
Administration  has  had  $1,534,975,000 
as  advances  and  payments  to  cover 
guaranteed  net  earnings  for  the  rail- 
ways. Items  97,  98  and  99,  including 
the  Food  and  Fuel  Administrations 
and  all  the  war  boards  and  special  war 
activities  represent  less  than  ten  per 
cent  of  the  total  for  the  four  years, 
namely  $498,245,958,  of  which  nearly 
$100,000,000  was  for  European  food 
relief  in  1920. 

Groups  Vn,  Vm  and  IX:  Interest, 

Public  Debt,  Loans  and  Trust 

FundSi  and  Revenues 

These  groups  represent  fiscal  opera- 
tions and  revenues,  all  handled  by  the 


Treasury.  The  first  group  includes  in- 
terest, which  is  an  item  of  current 
expense.  Item  100  gives  interest  on 
the  public  debt,  and  item  101  in- 
cludes all  other  interest  transactions, 
such  as  interest  paid  on  trust  funds 
(Indian  moneys  and  other  funds  held 
by  the  government  in  trust  and  draw- 
ing interest)  and  interest  received  on 
loans.  The  latter  includes  loans  to 
farmers,  banks,  railroads,  and  Euro- 
pean governments* 

Group  vm  includes  transactions 
(not  including  interest)  as  to  public 
debt,  loans  and  trust  funds.  Seign- 
iorage is  included  here  also,  as  it  is 
virtually  a  loan  (without  interest) 
when  it  is  credited,  and  the  liquidation 
of  that  loan  when  it  is  debited.  There 
are  some  exceptions,  but  this  would  be 
the  rule  and  it  seemed  proper  to  in- 
clude it  in  this  group. 

Group  IX  includes  the  revenues 
froI^  direct  and  indirect  taxation.  It 
has  already  been  explained  that  the 
four  items  107  to  110  represent  all 
sources  of  revenue  other  than  earnings 
from  fees,  fines,  sale  of  property,  inter- 
est, etc.,  which  are  credited  to  the 
proper  departments  or  accounts,  as 
offsets  to  expenses  or  interest  paid  out. 
Rebates  for  overpayments  or  deposits 
on  customs  or  internal  revenue  collec- 
tions are  deducted  from  the  total  so 
that  the  sums  given  are  the  net 
revenues. 

In  the  Treasiuy  accounts  as  shown 
in  the  Combined  Statement,  rebates^ 
are  charged  with  other  disbursements, 
and  the  gross  revenues  from  customs 
and  internal  revenue  taxes  are  given 
without  deduction  for  rebates.  The 
revenues  from  various  sources  for  1920 
are  plotted  in  Figure  9.  The  figures 
are  as  reported  by  the  Bureau  of  Inter- 
nal Revenue,  and  are  not  in  exact 
agreement  with  the  figures  given  in 
table  1,  which  are  taken  from  the 
Treasury  records.    The  disagreement 
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ANALYSIS  OF  U.S-TAX   REVENUEH920 

TOTAL— *5,7I  5, 94  0,050 

(as  rcporteo  bv  division  of^  ihternal  revenue) 

FlQUBE  9 


Tig.  9  shows  the  distribution  by  source  <^  U.  S.  tax  revenue  for  the  fiscal  year  1920.  It  represents 
the  1980  colunm  of  table  11.  The  amount  given  for  Internal  Revenue  is  over  $28,000,000,  about 
half  of  one  per  cent,  higher  than  the  corresponding  item  in  table  1,  line  2.  The  discrepancy  is  due 
to  the  fact  that  the  items  reported  by  the  Division  of  Internal  Revenue  include  sums  that  are  de- 
ducted as  lef unds  and  rebates  but  which  are  paid  out  of  a  separate  fund  in  the  Treasury,  and  also  i 
that  are  collected  but  not  deposited  in  the  Treasury  just  before  the  dose  of  the  fiscal  year. 
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I9I0-I9I9   AVERAGE 
NET   EXPENDITURE    OF  FEDERAL  GOVERNMENT 
AVERAGE  YEARLY  TOTAL- J  661,548,870 
AVERAGE  YEARLY  CIVIL -*2  11,  33Z2aa 

(exclusive    Of     WAE  C05T) 

FlQUBE  10 

Fig.  10  shows  the  average  cost  of  the  Federal  Govamnent  for  the  ten  fiscal  years  1010-10,  ezduding 
the  cost  of  the  war.  This  is  the  amount  payable  from  taxation,  after  deducting  from  every  depart- 
ment the  credits  due  to  fees,  fines  or  other  earnings,  as  well  as  receipts  from  government  property 
•old.  The  army  and  navy  expenses  for  1017-1010  are  estimated  on  the  pre-war  basis,  and  the  same  is 
done  for  pensions  and  interest.  The  ten-year  average  for  Group  I  b  about  the  same  as  for  1015;  for 
Group  11  it  if  less  than  for  1015,  and  for  Group  III  it  is  less  than  for  any  year  prior  to  1015.  The 
average  total  expense  for  this  ten-year  period  (ezdusive  of  war  expenditures)  was  $661,548»871;  the 
hi^beft  year  was  1010  and  the  lowest  1011.  On  the  basis  of  per  capita  cost,  however,  the  highest 
year  was  1010;  and  the  lowest  was  1017. 
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NET  EXPENDITURE 


1910 

OF  FEDERAL  GOVERNMENT 


TOTAL  $639,502,470 
ClVrL*207,  125,  686 

Figure  11 

The  net  expenses  of  the  Federal  Government  in  1910  were  $639,502,470.  This  is  the  amount  pay- 
able from  taxation,  after  deducting  from  every  department  the  credits  due  to  fees,  fines  or  other  earn- 
ings as  well  as  receipts  from  government  property  sold.  A  little  less  than  one-third  the  total  is  for  ifU 
the  dvH  activities,  and  the  remainder  is  for  army  and  navy,  pensions  and  interest.  The  total  expense 
divided  by  the  population  of  the  country  for  that  year  gives  $6.08  as  the  annual  per  capita  cost  of  the 
Federal  Government  in  1010  of  which  $2.24  represented  the  cost  of  all  the  civil  activities. 
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1915 

NET  EXPENDITURE  OF  FEDERAL  GOVERNMENT 

TOTAL  f679,7l2,456 
CIVIL   *2 3 1,  286,542 

FiGXTBB  18 

Fig.  12  shows  the  distribution  of  net  expenses  for  1915,  the  total  being  40  millions  more  than  in  1910. 
Rivers  and  Harbors  had  an  unusually  large  sum  in  1915,  $16,666,486  more  than  in  1910,  Agriculture 
$11,409,889  more,  the  Treasury  $1,786,917  more.  Navy  and  Panama  Canal  fortifications  oombtned 
11  millions  more.  Owing  to  the  increase  of  7}%  in  the  population  in  the  five  years  between  1910  and 
1915,  the  per  ci^ita  cost  of  the  government  was  less  in  1915  than  in  1910,  namdy  $6.84  as  against 
$6.98. 
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DISTRIBUTION  OF  GOVERNMENT  APPROPRIATIONS 
FOR  FISCAL  YEAR  1920 
TOTAL-*  5,686,005,706 

FiGXTBB   18 

fig.  18  pieaents  an  analysis  of  the  appropriations  for  the  fiscal  year  ending  June  80,  1920.  The 
.appropriations  included  in  aU  the  regular  supply  bills  and  the  three  deficiency  bills  passed  prior  to 
May  1, 1920»  amounted  to  $5,686,005,706. 

The  appropriations  were  classified  under  six  main  headings  which,  with  the  corresponding  percent 
ages  of  tiie  total  allotted  to  each,  are  as  follows: 

Per  cent 

Obligations  arising  from  recent  and  previous  wars 67.81 

Army  and  Navy 25 .02 

Primary  government  functions  O^gislAtive,  executive  and  judicial) 8. 10 

'         Public  Works  (i)ermanent  construction) 2.97 

Research,  educational,  and  developmental  work 1 .01 

Conmierdal  or  self-supporting  activities  (Post  Office,  Patent  Office,  Panama 

€?anal,etc.) 

Total 100.00 

For  details  regarding  the  classification  and  a  discussion  of  the  research,  educational  and  devebp- 
mental  work  eee  "The  Economic  Importance  of  the  Scientific  Work  of  the  Government^!  tToiinMil* 
Wadnngton  Academy  qf  Scieneee— Vol  10,  No.  12,  June  19, 1920.  Digitized  by  V^OO^ 
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TOTAL  NET     EXPENDITURES-  1920 

1^5,667  712,848 
(hot  incluoimg    uoans  ahd  trust  funds) 

FiouBB  14 

This  figure  represents  the  total  net  expense  for  1920  (as  shown  in  Fig.  I)  and  in  addition,  the  sum 
of  $1,070,181,723, — which  is  the  surplus  of  total  net  tax  revenue  (as  shown  in  Fig.  2)  or  total  net 
expenses, — applied  to  the  reduction  of  the  Public  Debt.  This  item  is  included  with  the  current 
expense  items  shown  in  the  figure  in  order  to  show  the  disposition  of  the  entire  amount  collected  by 
taxation. 
The  percentage  distribution  of  the  expenditures  is  as  follows: 

Primary  Gk>vemmental  Functions S.9% 

Research,  Education,  Development 1.0 

Public  Works — New  Construction 1.5 

Army  and  Navy 23. 7 

Pensions  (5.8).  Interest  (16.3),  Debt  Reduction  (19.1),  and  Recent  War 
Obligations  (28.7) 69.9 

Total 100 . 0% 
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GROUP  I-RESE ARCH,  EDUCATION  AMD  DEVELOPMENT 
NET  EXPENDITURES-FISCAL  YEAR  1920-^57368.774 

Figure  15 

This  figure  shows  the  allocation  of  net  expense  in  1920  under  Group  11 — ^Research  Educatioa  aaiI 
Development.    The  percentage  distribution  of  expenses  among  the  subgroups  is  as  follows : 

Agriculture— Group  n 40.8% 

Interior — Group  11 i 5.6 

Commerce — Group  II 80.8 

Miscellaneous  Wdfare  and  Education 28.8 

Total 100.0% 
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is  caused  by  the  fact  that  money  col- 
lected by  the  Internal  Revenue  can  not 
be  turned  over  to  the  Treasury  and 
entered  on  its  books  the  same  day,  and 
hence  at  the  end  of  the  fiscal  year  there 
will  be  a  difference  in  totals,  which  is 
not  the  same  as  at  the  beginning  of  the 
year,  and  also  by  the  fact  that  the 
rebates  fcwr  over-payments  have  not 
been  deducted. 

Figure  9  is  a  graphical  representation 
of  the  1920colunmof  Table  11,  which 
gives  the  receipts  fromintemalrevenue, 
customs  and  tax  on  national  bank 
circulation  for  the  eleven  fiscal  years, 
1910-20,  inclusive.  During  the  first 
four  years  internal  revenue  is  tabulated 
under  four  headings,  distilled  spirits 
and  beverages,  tobacco,  excise  tax  on 
corporations  and  miscellaneous,  the 
latter  including  oleomargarine,  certain 
kinds  of  butter,  etc.  In  1914  income 
tax  was  added  to  the  number,  and 
later  the  five  other  headings  shown  in 
the  table.  This  table  is  self-explana- 
tory, and  shows  clearly  the  sources  of 
the  government's  income  from  taxa- 
tion and  how  it  has  grown  in  recent 
years. 

Expenditures  Before  and  During 
the  War 

Oroup  I.  Table  14  gives  in  the 
first  colunm  the  average  net  expendi- 
tures for  the  seven  pre-war  years  of  the 
one  hundred  and  six  branches  into 
which  the  activities  of  the  Federal 
Government  have  been  subdivided  in 
this  classification;  in  the  second  col- 
umn the  average  net  expenditures 
during  the  three  war  years,  1917,  1918 
and  1919;  and  in  the  last  column  the 
net  expenditures  for  1920.  The  war 
began  only  three  months  before  the 
end  of  the  fiscal  year  1917,  and  com- 
paratively small  war  expenditures  fell 
in  that  fiscal  year,  so  that  the  three 
year   average  for  most   of  the  war 
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TABLE  12 

AyEBAQE  Annual  Net  Expenditubes  op  Federal  Government 

(Exclusive  op  War  Cost  1917-1919) 

Fiscal  Years  1910-1919 


§ 

Group 

Amount 

Percent 
of  Total 

I — Primary  Govemmentiil  Functions 

$105,755,525 
27,888,813 
77,748,450 

16.0% 

II — ReseftTch,  Education,  Development 

4.2 

in— Public  Work* 

11.7 

Average  Annual  Civil  (1-11-111) 

$211,887,288 

$262,879,972* 

168,807,901* 

24,028,649* 

81.9% 

IV— Army  and  Navy 

89.7% 

V — Pensions  and  Care  of  Soldiers 

24.8 

Vn — Interest 

8.6 

Average  Annual  Total 

$661,548,870 

100.0% 

*  For  the  years  1917-1919  it  is  assumed  that  the  annual  expenditures  for  Groi^M  IV,  V,  and  VII 
would  normally  have  been  $275,000,000,  $160,000,000  and  $25,000,000  respectively.    See  Table  18. 


TABLE  18 

Net  Expenditures  (Normal)  op  Federal  Government 
Fiscal  Years  1910-1919 


Civil  Groups  I 

-u-in 

Total 

Year 

Army  and  Navy 

Pensions 
Interest  V-VH 

Ending 

IV 

June  80 

Net 

Per 

Net  Amount 

Net  Amount 

Net 

Per 

Amount 

Capito 

Amount 

CapiU 

i9io; 

$207,125,688 

$2.24 

$247,225,025 

$185,151,757 

$689,502,470 

$6.93 

1911 

196,640,988 

2.10 

248,019,696 

182,896,574 

622,557,259 

6.65 

1912 

202,511,853 

2.18 

247,018,480 

178.807,271 

628,887,554 

6.61 

1918 

210,089,082 

2.18 

250,205,646 

202,516,926 

662,761,658 

6.87 

1914 

210,162,388 

2.15 

264,814,047 

199,238,674 

674,210,109 

6.80 

1915 

281,288,542 

2.83 

258,465,250 

189,958,664 

679,712,456 

6.84 

1916 

201,427,156 

2.00 

288,051,628 

184,751,285 

674.230,020 

6.60 

1917 

199,860,650 

1.96 

275,000,000* 

185,000,000* 

650,860,650 

6.47 

1918 

222,458,285 

2.15 

275,000,000* 

185,000,000* 

682,458,285 

6.58 

1919 

231,858,252 

2.21 

275,000,000* 

185,000,000* 

691,858,252 

6.58 

Total 

$2,113,372,884 

$21.48 

$2,623,799,722 

$1,878,816,101 

$6,615,488,708 

$67.08 

Average  . . 

211,387,288 

2.14 

262,879,972 

187,881,610 

661,548,871 

6.71 

Percentage 

of  total.. 

81.9% 

89.7% 

28.4% 

100.0% 

*  Estimated  normal  amounts. 
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agencies  is  considerably  below  the 
average  of  1918  and  1919. 

Under  Legislative,  the  expense  in 
war  years  averaged  only  15  per  cent 
more  than  in  the  prewar  years.  Most 
of  this  increase  was  in  the  government 
printing  office,  and  considering  the 
increase  in  the  cost  of  labor  and 
materials  during  these  years,  this  is 
not  a  surprising  increase. 

Under  Executive,  the  increase  is 
mainly  due  to  the  heavy  increase  in 
the  work  thrown  upon  the  Civil  Serv- 
ice Commission  by  the  war  and  the 
growth  <rf  the  new  Bureau  of  Efficiency. 

The  State  Department  had  enor- 
mously increased  responsibilities  dur- 
ing the  war,  and  its  average  was  almost 
100  per  cent  above  the  prewar  averf^e. 

In  the  Treasury  item  12,  administra- 
tive, increased  very  largely.  This,  how- 
ever, included  additional  compensa- 
tion to  all  employes  of  the  Treasury. 
The  Internal  Revenue  more  than 
doubled  in  cost;  the  Coast  Guard 
increased  60  per  cent;  the  Bureau  of 
Engraving  and  Printing  increased 
nearly  25  per  cent;  and  the  total  (ex- 
cluding those  parts  of  the  Treasury 
included  in  groups  II,  III  and  V)  in- 
creased 46  per  cent.  Loans  and 
currency  show  a  decrease  in  net  ex- 
pense due  to  unusually  large  earnings 
during  the  war. 

The  average  increase  in  the  net 
expenditures  of  that  part  of  the  Interior 
Department  included  in  group  I  during 
the  war  was  20  per  cent.  One-half  of 
this  increase  was  in  item  25,  the  Indian 
Service,  and  the  other  half  in  all  other 
items,  and  was  largely  due  to  the 
increased  compensation  of  employes. 
The  Patent  Office  earned  a  surplus 
almost  as  large  as  before  the  war. 

The  Post  Office  Department  had  a 
considerable  surplus  in  each  of  the 
three  war  years,  the  average  being 
$8,156,550.  In  the  seven  pre-war  years 
the  average  net  cost  (deficit)  of  the 


Post  Office  D^artment,  including 
overhead  management,  was  $4,189,- 
546.  That  makes  a  difference  of  over 
twelve  million  dollars  a  year  in  the 
balance  sheet,  in  comparison  with  pre- 
war years,  and  offsets  a  considerable 
part  of  the  extra  cost  of  group  I  in  the 
war  period. 

The  Department  of  Agriculture  ex- 
pended on  the  activities  included  in 
group  I,  49  per  cent  more  than  the 
averf^e  of  the  seven  pre-war  years. 
This  was,  however,  a  gradual  growth, 
being  only  20  per  cent  more  than  1915 
and  10  per  cent  more  than  1916. 

The  activities  of  the  Department  of 
Conmierce  included  in  group  I  in- 
creased in  cost  by  22  per  cent  over  the 
pre-war  average,  but  only  15  per  cent 
over  the  avenge  of  1915  and  1916. 
The  Bureau  of  Navigation  was  more 
than  self  supporting,  due  to  the  large 
number  of  fees  collected. 

The  principal  part  of  the  Department 
of  Labor  included  in  group  I  is  the 
Immigration  Service.  Before  the  war, 
owing  to  a  very  large  immigration,  it 
earned  a  surplus.  During  the  war, 
when  immigration  was  greatly  reduced, 
its  earnings  fell  to  about  one-fourth  of 
those  of  1918  and  1914,  and  the  average 
net  expense  of  the  department  was 
$2,464,156  per  year  instead  of  an 
average  surplus  of  $891,488  as  it  was 
before  the  war. 

The  activities  of  the  D^artment  of 
Justice  were  greatly  increased  during 
the  war  and  its  net  expenses  were  67 
per  cent  greater  than  the  average  of 
pre-war  years,  and  54  per  cent  greater 
than  in  1915  and  1916. 

The  federal  courts  and  penal  estab* 
lishments  increased  in  cost  during  the 
war  by  only  about  10  per  cent  above 
the  average  of  pre-war  years. 

The  work  of  the  Interstate  Com- 
merce Commission  increased  in  cost  in 
the  war  years  about  188  per  cent  over 
the  average  of  pre-war  years.    This 
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was  due  mainly  to  the  valuation  of 
the  railways  which  began  in  the  latter 
part  of  the  pre-war  period. 

The  total  for  group  I  averaged 
$97,718,290  in  the  seven  pre-war  years 
and  $124,509,078  during  the  war, 
an  mcrease  of  26  per  cent.  More 
than  ha]f  of  this  increase  was  in 
the  Treasury  Department.  Compared 
with  the  average  of  1915  and  1916,  the 
increase  in  total  was  only  12  per  cent. 
That  is  partly  accounted  for  by  the 
normal  growth  of  the  government, 
partly  by  increased  war  activities  and 
partly  by  increased  cost  of  suppUes 
and  wa^es  in  the  later  years.  Although 
it  is  reduced  appreciably  by  the  surplus 
of  the  Post  Office,  comparison  of  costs 
with  those  of  private  business  would 
show  that  these  figures  for  the  govern- 
ment are  exceedingly  moderate,  less 
than  one  might  have  expected. 

Group  II.  Half  of  the  thirty-one 
services  listed  in  group  11  are  in  the 
Agricultural  Department.  The  aver- 
age expenditure  for  the  activities  of 
this  department  which  are  included  in 
group  n  was  $11,528,858  per  year 
during  the  seven  pre-war  years  and 
$16,083,566  per  year  for  the  three  war 
years,  an  increase  of  89  per  cent.  The 
Forest  Service  had  a  much  smaller  net 
expense  during  the  war  than  before, 
owing  to  the  very  large  earnings  (see 
table  15).  The  Bureau  of  Animal 
Industry  increased  29  per  cent  over  the 
pre-war  average,  although  it  was  no 
increase  over  1916,  and  only  half  of 
what  was  spent  in  1915.  During  these 
two  years  five  million  dollars  was  ap- 
propriated for  the  eradication  of  foot 
and  mouth  and  other  contagious  ani- 
mal diseases.  Similarly,  the  Bureau  of 
Plant  Industry  expended  in  the  war 
years  28  per  cent  more  than  in  the 
average  of  the  seven  pre-war  years,  but 
no  more  than  1915  and  1916.  The 
States  Relation  Service  succeeded  the 
Agricultural   Experiment  Stations   in 


1915  and  this  work  has  since  that  time 
greatly  increased.  The  average  ex- 
penditure during  the  six  years  1910  to 

1915  was  slightly  more  than  one  and  a 
half  millions  of  dollars  per  year.    In 

1916  it  was  $2,607,018  and  during  the 
three  war  years  it  averaged  $2,840,- 
118.  Cooperative  Agricultural  Ex- 
tension work  began  in  1915  with  an 
expenditure  of  $480,000.  In  1916  it 
spent  $1,074,935,  and  during  the  three 
war  years  it  averaged  $2,076,081. 
Markets  and  Rural  organisations  be- 
gan in  1914,  and  avenged  $158,898  in 
1914,  1915  and  1916,  and  $754,155  in 
the  three  war  years.  The  Weather 
Bureau  avenged  $1,482,217  diuring 
the  war  years,  being  slightly  less  than 
diuring  the  preceding  seven  years. 
Nearly  all  the  remaining  bureaus  of 
the  Agricultural  Department  increased 
their  expenditures  during  the  war 
years  as  compared  with  pre-war  years. 
Entomology  increased  S5  per  cent. 
Chemistry  5S  per  cent.  Biological  Sur- 
vey 288  per  cent.  Public  Roads  and 
Rural  Engineering  28  per  cent.  Soils 
48  per  cent,  and  the  remaining  mis- 
cellaneous activities  (items  62-65)  74 
per  cent. 

In  the  Interior  Department  the 
Geological  Survey  increased  its  ex- 
penditure during  the  war  years  by  14 
per  cent  over  the  average  of  the  pre-war 
years;  the  Bureau  of  Mines  (newly  es- 
tablished in  1910)  164  per  cent,  and  the 
Bureau  of  Education  and  Howard 
University  together  12  per  cent,  the 
total  for  the  department  having  in- 
creased 50  per  cent,  or  10  per  cent  per 
year  on  the  averf^e  for  the  five  years 
between  the  middle  of  the  two  periods. 

In  the  Department  of  Commerce  the 
Coast  and  Geodetic  Survey  increased 
its  expenditures  during  the  war  years 
about  11  per  cent  over  the  average  of 
the  pre-war  years,  the  Bureau  of  Stand- 
ards (a  relatively  new  and  growing 
bureau)   22  per  cent,  the  Bureau  of 


Digitized  by 


Google 


62 


The  Annals  of  the  American  Academy 


Fisheries  4  per  cent,  while  the  Bureau 
of  the  Census  decreased  largely,  owing 
to  the  fact  that  the  Census  of  1910  was 
included  in  the  earlier  period.  The 
Census  expended  during  the  three  war 
years  an  average  of  $1,122,000  per 
year,  which  was  slightly  less  than  dur- 
ing the  years  1914,  1915,  1910.  The 
total  for  the  department  was  on  the 
average  nearly  a  million  dollars  a  year 
less  during  the  war  than  before,  but 
omitting  the  extra  cost  of  the  census  of 
1910,  there  was  a  small  increase. 

In  the  Public  Health  Service  the 
expenditures  in  the  war  years  increased 
81  per  cent  over  the  average  of  the 
deven  pre-war  years.  The  Bureau  of 
Labor  Statistics  and  the  Children's 
Bureau  (both  in  the  Department  of 
Labor)  were  organized  in  1913  and 
started  very  small  so  that  the  percent- 
age increase  was  relatively  large,  being 
63  per  cent  for  the  first  and  221  per 
cent  for  the  second.  The  net  expenses 
of  the  Library  of  Congress  averaged 
$491,657  during  the  seven  pre-war 
years  and  $528,425  during  the  three 
war  years,  an  increase  of  7.5  per  cent. 
The  Smithsonian  Institution  and  the 
National  Museum  averaged  $658,519 
during  the  three  war  years,  which  was 
$65,822  less  than  the  average  during 
the  pre-war  period. 

The  expenditures  for  Colleges  of 
Agriculture  and  Mechanic  Arts 
amounted  to  $2,000,000  in  1910, 
$2,250,000  in  1911,  and  since  then  it  has 
been  $2,500,000  every  year.  The  Fed- 
eral Board  for  Vocational  Education 
was  in  operation  only  during  1918  and 
1919,  and  its  expenditures  were  $1,- 
412,883  in  1918  and  $1,548,017  in  1919. 
National  and  District  of  Columbia 
Parks  and  the  Botanical  Gardens  cost 
$316,637  on  the  average  during  the 
seven  pre-war  years  and  $773,116  dur- 
ing the  three  war  years. 

The  total  for  group  11  was  $25,329,- 
328  on  the  average  for  the  prewar  years 


and  $33,692,610  per  year  f (Ht  the  three 
war  years,  an  increase  of  S3  per  cent. 

Oroup  III.  In  group  III  there  were 
considerable  reductions  in  several  items 
during  the  war  period,  partly  because 
of  the  war  and  partly  because  the 
Panama  Canal  was  very  nearly  com- 
pleted by  1915. 

For  River  and  Harbor  improvem^its 
the  expenditures  averaged  $37,759,755 
during  the  pre-war  period,  and  dropped 
to  an  average  of  $29,643,095  during 
the  war  period.  For  Panama  Canal 
construction  the  expenditures  averaged 
$28,133,498  during  the  pre-war  period 
and  only  $5,835,581  during  the  war 
period.  (Tliis  does  not  include  operat- 
ing expenses  or  earnings  during  the 
five  years  1915  to  1919  of  this  time 
when  it  was  open  to  traffic;  these  are 
included  in  group  I.)  New  construc- 
tion of  public  buildings  cost  $14,588,- 
141  per  year  during  the  pre-war  period 
and  $11,038,504  per  year  during  the 
war.  This  does  not  include  any  of  the 
work  of  the  Bureau  of  Housing  and 
TranspoAation,  a  strictly  war  activ- 
ity, which  is  in  group  VI,  item  98. 
Rural,  post  and  forest  roads  had 
$265,327  in  1915,  the  only  pre-war  year 
in  which  anything  was  spent  under  this 
heading.  In  1917  there  was  spent 
$34,994,  in  1918,  $843,474,  and  in  1919» 
$3,826,694.  For  the  Alaska  Railway 
there  was  expended  a  total  of  $706,- 
212  during  1913,  1914  and  1915,  and 
$4,148,011  in  1916.  During  the  next 
three  years  the  average  expenditure  was 
$8,742,468.  The  Reclamation  Service 
expended  $4,201,152  on  an  av^'age 
during  the  seven  pre-war  years  and 
$3,029,344  per  year  during  the  three 
war  years  above  its  earnings  from  rent- 
als, water  rights,  and  receipts  from  the 
sale  of  land.  This  includes  a  loan  from 
the  government  of  $20,000,000  which 
is  to  be  repaid,  beginning  this  year. 
(See  footnote  to  table  8.) 

The  total  expenditures  for  group  III 
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averaged  $85,408,910  during  the  pre- 
war period  and  $59,857,880.  per  year 
during  the  war  period.  The  total 
expenditures  for  the  three  civil  groups 
I,  II  and  m  averaged  $208,456,528, 
during  the  seven  pre-war  years  and 
$218,059,063  per  year  during  the  three 
war  years,  an  increase  of  slightly  less 
than  5  per  cent  in  the  five  years  between 
the  middle  of  those  two  periods.  The 
population  of  the  country  increased 
during  the  same  time  nearly  8  per  cent, 
so  that  the  average  rate  of  increase 
of  the  total  expense  of  the  three  civil 
groups  was  about  half  as  great  as  the 
rate  of  increase  of  population.  The 
increase  of  cost  of  materials  and  labor 
was  of  course  considerable,  while 
there  was  a  considerable  growth  in 
many  bureaus  and  other  branches  of 
the  government,  and  the  inauguration 
of  some  new  ones,  and  also  a  very  great 
increase  of  functions  and  cost  in  some 
cases  due  to  the  war.  However,  the 
reduction  in  the  construction  work  in- 
cluded in  group  III,  and  the  surplus 
during  the  war  of  the  post  office,  nearly 
counter-balanced  these  increases,  so 
that  the  average  per  capita  cost  of  the 
three  civil  groups  was  actually  a  little 
less  diu>ing  the  war  years  than  before. 
In  the  military  groups  the  increase 
during  the  war  was  of  course  very  large. 
For  the  War  Department  the  net  ex- 
penditures averaged  $122,557,833  per 
yearduring  the  sevenpre-waryears  and 
$5,084,199,160peryear  during  the  three 
war  years,  exclusive  of  the  armament 
and  fortifications  of  the  Panama  Canal 
and  the  cBsre  of  the  war  and  navy  build- 
ings. For  the  Navy  Department  the 
net  expenditures  averaged  $132,388,- 
753  before  the  war  and  $1,213,377,684 
during  the  war.  The  total  of  group 
IV  increased  from  $256,971,389  per 
year  to  $6,302,322,105  per  year,  the 
latter  being  nearly  twenty-five  times 
the  former.  More  details  of  the  expend- 
itures in  the  War  and  Navy  Depart- 


ments for  the  period  1910-19  are  given 
in  tables  9  and  10.  Pensions  (item  91) 
were  $162,568,510  in  1910;  they  de- 
creased in  1911  and  again  in  1912,  were 
increased  to  $177,070,737  in  1913, 
decreased  steadily  imtil  1917  when  they 
were  $161,818,832;  increased  to  $182,- 
549,161  in  1918  and  again  to  $222,917,- 
744  in  1919. 

Earnings 

Table  15  gives  the  earnings  of  four- 
teen different  departments  or  branches 
of  the  government  included  in  group  I, 
and  the  total  of  all  for  the  ten-year 
period  1910-19,  inclusive.  Executive 
and  Justice  were  very  small  and  are 
not  given,  although  they  are  included 
in  the  totals  of  group  I.  In  Legisla- 
tive, the  earnings  were  almost  entirely 
those  of  the  Government  Printing 
Office  except  in  1916  and  1917,  which 
include  $409,715  contributed  toward 
the  Bed  Cross  Memorial  Building, 
and  later  disbursed  under  Legislative 
Miscellaneous. 

State  Department  earnings  were 
mainly  passport  and  consular  fees, 
and  do  not  include  receipts  of  trust 
funds  which  are  in  item  106.  Customs 
earnings  were  fines,  penalties,  forfei- 
tures, payment  for  night  services  of 
customs  officers  and  employes,  storage, 
drayage,  costs  in  customs  suits,  reap- 
praisements,  etc.  Treasury  Miscel- 
laneous is  mainly  assessment  upon 
national  banks  for  the  expenses  of 
examinations,  and  .other  reimburse- 
ments from  national  banks. 

Patent  Office  earnings  were  the  fees 
for  the  granting  of  letters  patent.  The 
Indian  Service  credits  are  proceeds  of 
sales  to  Indians  and  reimbursements 
on  account  of  moneys  advanced  to 
Indians  of  various  tribes  in  previous 
years,  that  is,  loans  to  help  them  estab- 
lish themselves.  These  simis  were 
charged  to  the  Indian  Service,  but  were 
made   with   the   understanding   that 
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they  were  to  be  reimbursed  without 
interest.  The  large  item  credited  in 
1911  was  mainly  due  to  a  sinking  fund 
that  had  been  accumulating  in  the 
Treasury  for  many  years  to  r^ay  ad- 
vances to  the  Chippewa  Indians  of 
Minnesota,  and  which  was  transferred 
in  1911  to  the  general  fund.  (This 
does  not  include  the  Indians'  trust 
fund  account  which  is  in  item  106.) 

Interior  Miscellaneous  includes  reg- 
isters', receivers',  and  copying  fees  of 
the  General  Land  Office,  proceeds  of 
town  sites  from  the  Reclamation  Serv- 
ice, depredations  on  public  lands, 
sales  of  public  timber,  royalties  for 
coal  mined  on  public  land,  deposits  for 
expense  of  surveying  pubUc  lands, 
power  permits,  etc.  Agriculture  cred- 
its are  mainly  from  the  sales  of  govern- 
ment property.  Commerce  earnings 
are  mainly  navigation  fees,  fines,  pen- 
alties and  forfeitures,  rent  of  public 
buildings  and  grounds,  and  sales  of 
government  property. 

Labor  earnings  are  the  immigration 
head  tax,  naturalization  fees,  fines, 
penalties  and  forfeitures  and  sales  of 
government  property. 

Judicial  earnings  are  from  judicial 
fees  and  costs,  judicial  fines,  penalties 
and  forfeitures,  and  bom  unclaimed 
moneys  remaining  in  registry  of  courts 
five  years  or  longer.  The  District  of 
Columbia  credits  are  the  revenues  from 
taxation,  the  water  fund,  various 
trust  funds  and  miscellaneous  fees, 
rents,  sales  and  collections  imder 
assessment  and  permit  work.  Panama 
Canal  credits  (since  1915  when  the 
Canal  was  opened  to  traffic)  are  prin- 
cipally canal  tolls,  but  include  also 
taxes,  licenses,  fines,  proceeds  of  water 
works,  and  sales  of  government  prop- 
CTty. 

Miscellaneous  Commissions,  etc.,  in- 
clude items  42-45  and  items  48  and  49. 
Before  1915  the  credits  came  princi- 
pally from  item  48,  receipts  from  rents 


of  public  buildings  and  grounds.  Since 
1915  the  largest  credits  have  been  from 
assessments  on  federal  reserve  banks 
for  salaries  and  expenses  of  the  Federal 
Reserve  Board.  For  example,  in  1919, 
this  was  $2,614,778.  In  1915  and 
1910  there  was  a  large  credit  under 
item  49,  being  reimbursement  to  the 
government  for  money  advanced  to 
American  citizens  to  assist  them  in 
returning  from  Europe  at  the  out- 
break of  the  European  war.  In  1915 
this  reimbursement  was  $1,774,465  and 
in  1916  it  was  $951,285,  or  a  total  of 
$2,725,750,  being  85  per  cent  of  the 
amount  disbursed  for  this  purpose  in 
1915.  The  totals  of  credits  for  group 
I  average  $28,065,624  per  year  for 
the  ten-year  period.  As  stat^  above, 
these  credits  have  been  deducted  &om 
the  gross  expenditures  of  the  depart- 
ments andfbureaus  to  get  the  net 
expenses,  but  are  given  here  separately 
in  order  to  show  what  the  earnings  and 
credits  are  and  how  they  have  varied 
from  year  to  year. 

In  group  II,  the  credits  for  Agricul- 
ture are  almost  entirely  those  of  the 
Forest  Service  for  the  saleof  timber  and 
the  use  of  grazing  lands  and  for  other 
receipts  from  the  national  forests. 
There  are  also  included  small  receipts 
from  the  sale  of  products  of  experiment 
stations  of  item  5S. 

Interior  credits  are  mainly  sales  of 
maps  and  other  government  property 
by  the  Geological  Survey  and  fees 
collected  by  the  Bureau  of  Mines. 
Commerce  includes  sales  of  seal-skins 
and  fox  skins  by  the  Bureau  of  Fish- 
eries and  fees  of  the  Bureau  of  Stand- 
ards. The  largest  item  in  the  miscel- 
laneous group  (73-80)  is  the  fees  of 
the  Library  of  Congress  for  the  c<^y- 
right  office  and  the  sales  of  index  cards. 
The  total  earnings  of  group  II  average 
$3,415,755  per  year  for  the  ten-year 
period. 
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Eq^enditisres  of  1920 

We  have  seen  that  the  increase  of 
net  expenses  of  the  three  civil  groups 
taken  together  during  the  three  \var 
years  was  only  5  per  cent  over  the  aver- 
age of  the  seven  years  of  the  pre-war 
period,  groups  I  and  II  being  greater 
by  ^6  and  SS  per  cent  respectively,  but 
group  ni  considerably  less.  In  19^, 
however,  expenditures  increased  very 
gi^fttly,  group  I  being  128  per  cent 
greater  than  in  pre-war  years,  group  II, 
118  per  cent  greater  and  group  III,  al- 
most exactly  the  same,  the  three  groups 
taken  togeUier  increasing  75  per  cent. 
Group  rV,  however,  was  five  and  a 
quarter  times  as  great  in  1920  as  the 
pre-war  average,  (which  is  an  increase  of 
425  per  cent)  and  group  V  increased 
100  per  cent.  Group  VI  can  not  be 
compared  with  the  pre-war  period,  inas- 
much as  its  activities  did  not  exist  be- 
fore the  war,  but  adding  the  three 
military  groups  together  and  comparing 
with  the  pre-war  expenditures  we  find 
them  to  be  $3,312,849,587  as  against 
$422,515,824  before  the  war,  an  in- 
crease of  084  per  cent.  Group  VII, 
interest  on  the  public  debt,  less  interest 
received,  and  less  discount  on  bonds 
purchased  in  1920,  was  $929,131,128 
as  against  $23,605,213  before  the  war, 
the  former  being  nearly  40  times  the 
latter  figure.  Revenues,  from  taxation 
increased  nearly  nine  times. 

Comparing  1920  with  the  average  of 
the  three  war  years,  group  I  is  80  per 
cent  greater,  group  11  is  70  per  cent 
greater  and  group  III  is  42  per  cent 
greater. 

The  principal  caiises  of  increase  in 
group  I  are  (1)  the  great  expansion  in 
certain  of  the  activities  of  the  govern- 
ment due  to  the  war,  such  as  the  In- 
ternal Revenue  Service,  and  State 
Department,  (2)  the  large  deficit  in  the 
Post  (Mce  Department  in  1920  caused 
by  increased   compensations   to   em- 


ployes and  the  railroads,  as  contra^ed 
with  a  considerable  surplus  during  the 
war  years,  (3)  the  bonus  paid  to  civil 
employes  in  other  departments  to  par- 
tially compensate  for  the  increased  cost 
of  living,  and  which  during  the  war 
years  had  been  on  the  average  very 
small,  (4)  the  increased  cost  of  all  kinds 
of  materials  and  supplies  and  of  trans-% 
portation,  and  (5)  the  normal  growth 
of  the  government  and  the  recovery 
from  the  abnormal  restriction  of  growlii 
in  some  cases  during  the  war  years. 

The  excess  of  1920  for  group  I  over 
the  average  of  the  war  years,  is  $99,601- 
521.  Taking  the  largest  items  first, 
the  diflference  for  the  Post  Office  De- 
partment is  $46,182,746  and  for  the 
Treasury  Department  $32,363,049,  to- 
gether amounting  to  over  78  millions, 
leaving  only  21  millions  to  be  accounted 
for  in  all  tibe  other  departments.  In 
item  12  of  the  Treasury  the  diflference 
of  10  million  dollars  is  largely  explained 
by  increase  of  compensation  to  em- 
ployes to  cover  the  increased  cost  of 
living,  this  item  covering  all  the  em- 
ployes of  the  Treasury  Department 
except  in  the  Bureau  of  War  Risk 
Insurance.  The  number  of  employes 
of  the  Treasury  has  increased  very 
greatly  and  the  increase  of  compensa- 
tion for  1920  was  $240  mstead  of  $120 
as  it  had  been  in  1919.  The  total 
amount  paid  for  this  purpose  was 
about  seven  times  the  average  of  the 
three  war  years.  The  Internal  Rev- 
enue Service  increased  greatly  in  1920 
over  1919,  and  of  coiurse  still  more  over 
the  average  of  1917-1919,  amounting 
to  15.5  millions  over  the  latter.  Other 
activities  of  the  Treasury  also  increased, 
and  the  diflference  of  32  millions  is 
made  up  as  shown  in  table  14. 

The  21  millions  increase  in  other  de- 
partments is  made  up  of  3.7  millions  in 
Legislative,  0.3  in  Executive,  3.3  in 
State,  2.3  in  Interior,2.8in  Agriculture, 
5,8  in  Commerce  (more  than  ha\f  o 
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which  was  in  the  Bureau  of  Light 
Houses) — 1.1  in  Labor  (that  is,  the  net 
expenses  of  the  Department  of  Labor 
were  reduced  owing  to  increased  earn- 
ings from  increased  immigration),  2.1 
in  Justice,  2.6  in  Judicial, — O.S  in  mis- 
cellaneous (that  is,  the  miscellaneous 
group  was  slightly  less  because  of  the 
Jarge  earnings  of  the  Panama  Canal  in 
IWO). 

The  increased  compensation  in  the 
Post  Office,  and  in  all  other  depart- 
ments, and  the  greatly  increased  force 
required  to  collect  the  war  revenue,  to- 
gether with  the  fact  that  compensation 
and  development  had  been  kept  down 
abnormally  during  the  war,  account  for 
the  greater  part  of  the  excess  in  1920 
over  the  average  of  the  war  years.  Li 
a  later  section  it  will  be  shown  that  the 
number  of  employes  in  the  civil  depart- 
ments had  increased  in  1920  over  1916 
by  only  a  very  small  per  cent  outside  of 
the  Treasury  and  State  Departments, 
and  hence  this  increase  was  not  due  to 
an  excess  of  employes  in  those  depart- 
ments. 

Li  group  II  the  excess  of  1920  over 
the  average  of  the  three  war  years  was 
25.2  millions.  Of  this  amount  7.4 
milUons  is  in  Agriculture,  18.0  millions 
in  Commerce,  S.S  milliqps  in  miscella- 
neous, the  Interior  Department  being 
unchanged.  The  principal  increases  in 
Agriculture  were  1.7  miUions  in  the 
Forest  Service  (which  was  abnormally 
small  during  the  war  6n  account  of  very 
large  revenues  from  timber  cut),  1.0 
million  in  Animal  Industry,  2.4  mil- 
lions in  Cooperative  Agricultural  Ex- 
tension Work,  and  0.4  milUon  each  in 
Plant  Industry,  Markets  and  Ento- 
mology. In  Conmierce  12.5  miUions  of 
the  total  increase  of  IS.O  millions  was 
due  to  the  census  of  1920.  The  Coast 
Survey  and  the  Bureau  of  Standards 
had  increases  of  0.7  and  0.5  millions 
respectively,  and  the  Bureau  of  Fish- 
eries a  decrease  of  0.7,  due  to  very 


large  earnings  from  the  sale  of  seal 
skins  and  other  furs  in  1920. 

The  PubUc  Health  Service  increased 
1.5  millions,  the  Federal  Board  for 
Vocational  Education  increased  1.8 
miUions  over  the  average  of  the  three 
war  years  (but  only  0.8  over  the 
average  of  the  two  years  when  it  was 
operating),  and  other  services  had 
small  increases,  although  the  Bureau 
of  Labor  Statistics  and  the  Children's 
Bureau  were  both  less  than  the  average 
of  the  three  war  years. 

In  group  III  there  were  large  in- 
creases in  some  items  and  decreases  in 
others,  the  total  being  25Ji  millions 
more  than  the  average  during  the  war. 
For  Rivers  and  Harbors,  the  increase 
was  17.8  millions,  and  highway  con- 
struction was  23.5  millions  more. 
Panama  Canal  construction  was  4.8 
miUions  less,  public  buildings  4.5  mil- 
Uons less,  Alaska  Railway  2.5  miUions 
less,  and  Reclamation  Service  4.8  mil- 
Uons less. 

It  is  scarcely  worth  whUe  to  compare 
the  expenditures  of  the  miUtary  de- 
partments in  1920  with  the  war  period, 
the  conditions  being  so  different,  and 
we  have  already  compared  them  with 
the  pre-war  period. 

If  one  recalls  the  enormous  increase 
in  prices  of  commodities  and  the  in- 
creased cost  of  doing  business  outside 
the  govemm^t  service  during  1919 
and  1920  with  the  increases  shown 
above  for  aU  the  civil  activities  of  the 
government,  and  recalls  that  a  large 
amount  of  work  has  been  added  to  the 
latter  which  in  a  strict  accounting  study 
would  have  been  charged  to  the  miU- 
tary departments  (such  as  the  cost  of 
coUecting  the.  revenue  to  support  the 
latter  and  pay  for  the  war)  one  must 
admit  that  these  increases  are  very 
moderate  indeed.  So  far  from  justify- 
ing the  charges  of  extravagance  some- 
times made,  they  show  either  economy 
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or  curtailment  of  service,  or  both.* 
This  is.not  saying  that  there  is  no  ex- 
travagance>  or  that  there  is  no  lack  of 
efficiency.  If  in  the  large  sum  paid  for 
the  increase  of  compensation  of  em- 
ployes there  had  been  included  some- 

*Ab  an  instonoe  of  economy  it  may  be  men- 
tioned that  government  employes  (civil)  are 
allowed  $4.00  per  day  for  subsistence  when  trav- 
eling, or  actual  expenses  not  to  exceed  $5.00  per 
day,  the  same  as  was  allowed  20  years  ago  when 
the  cost  of  living  when  traveling  was  scarcely 
more  than  half  what  it  is  now,  and  this  applies 
also  to  the  hi^ier  officers  of  the  government  when 
on  the  most  important  departmental  business. 


thing  for  the  higher  positions  in  .the 
executive  departments  of  the  govern- 
ment, the  salaries  of  which  in  most 
cases  have  been  increased  very  little 
in  twenty  years,  there  would  have  been 
fewer  losses  of  able  and  experienced 
men  and  a  higher  average  of  adminis- 
tration.*   With    better    management 

*  The  increase  of  compensation  of  $120  per  year 
in  1919  and  $240  in  1920  to  cover  the  increased 
cost  of  living  api^ied  to  positions  of  $2,500  per 
year  and  less;  no  allowance  of  the  kind  was  made 
for  the  positions  at  higher  salaries,  in  which  the 
turnover  has  been  very  great. 
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In  this  figure  the  data  for  per  capita  taxation  and  net  U.  S.  expenditures  for  civil  activities  during 
1910-1920  is  represented  so  as  to  admit  of  ready  comparison.  For  the  years  1910-1915  only  the 
average  of  the  U.  S.  taxation  and  expense  data  is  given,  because  the  data  for  the  individual  years  do 
not  differ  materially  from  the  average.  The  state  and  municipal  data  are  given  only  for  the  year  191Si 
but  this  year  is  fairly  typical  of  the  whole  period,  as  shown  in  tables  18  and  19. 
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there  would  have  been  better  average 
efficiency,  fewer  employes  to  do  the 
same  work,  better  service  and  lower 
total  costs.  It  is  hoped  that  this  aspect 
of  the  problem  of  economy  in  the  gov- 
ernment service  may  be  given  the 
consideration  that  it  deserves. 


Per  Capita  Federal  Taxation 

Compared  with  State  and 

Municipal  Taxation 

Figure  16  shows  graphically  the 
relation  between'  the  net  per  capita 
cost  to  the  taxpayer  of  all  the  civil 
activities  of  the  Federal  Government, 


Figure  17 

Aggregate  Diebureements  far  the  Municipal  Goffemmente  of  New  York,  Chicago  and  Philadelphia^  for 
1918,  t372,S80,66S,  For  (1)  governmental  purposes  including  police  and  fire  protection,  (8)  educa- 
tion, health  and  recreation,  (8)  permanent  improvements,  (4)  interest  on  municipal  d^t  less  interest 
received.  These  three  cities  have  a  combing  population  of  about  one-tenth  of  the  entire  United 
SUtes. 
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and  the  total  per  capita  federal,  state 
and  municipal  taxation.  Thus,  in  the 
"six  pre-war  years  1910-15  the  average 
ot  federal  taxes  collected  was  $6.68 
per  capita,  of  which  $2.19,  or  33  per 
cent,  was  expended  for  the  three  civil 
groups,  and  the  remainder  for  Army 
and  Navy,  pensions  and  interest.    In 


1916,  the  total  was  $7.08  per  capita^ 
the  net  expenses  of  the  three  civU 
groups  amounting  to  $«.00  or  ^  per 
cent.  In  1917,  the  total  was  $9.92 
per  capita  and  the  net  expenses  of  the 
three  civil  groups  amounted  to  $1.96 
per  capita,  or  20  per  cent.  In  1918, 
the  total  was  $37.66,  the  three  civil 


Figure  18 

Aggregate  Revenues  for  the  Municipal  Qovemmente  of  New  York,  Chicago  and  Philadelphia,  for  1918. 
The  total  of  revenues  from  taxation,  including  business  licenses  and  special  taxes,  amounted  to  $802,- 
875,846  or  $80.82  per  capita  of  the  combined  population.  Earnings  from  various  soivoes  and  bor- 
rowed money  to  cover  liie  net  deficit  amounted  to  $6.94  per  capita.  Compare  with  the  net  per 
capita  federal  revenues  from  taxation. 
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groups  expending  $2.15  per  capita  or 
5.7  per  cent.  In  1919  the  total  was 
$88.81,  the  three  civil  groups  expended 
$2.81  per  capita,  or  5.7  per  cent.  In 
1920  the  total  was  $53.46,  and  the 
three  civil  groups  expended  $8.45  per 
capita  or  6.5  per  cent.  The  total 
expenditures  of  course  differed  from 
these  figures  for  revenue  from  taxa- 
tion, as  shown  in  table  1.  The  pur- 
pose in  this  exhibit  is  to  call  attention 
to  the  fact  that  the  civil  expenses 
absorb  a  relatively  small  part  of  the 
total  revenue  derived  from  taxation, 
especially  in  recent  years,  and  that 
they  increased  very  little  until  1920. 
Attention  should  be  called  to  the  fact, 
shown  in  the  figure,  that  the  expenses 
of  groups  I  and  11  did  increase  appreci- 
ably during  the  ten-year  period,  1910- 
19,  but  that  the  construction  work  of 
group  III  was  considerably  reduced  in 
the  later  years  of  this  period,  so  that 
the  total  remained  nearly  constant. 

The  average  taxation  throughout 
the  forty-eight  states  of  the  union  in 
1918  for  state  governmental  purposes 
amounted  to  $4.50  per  capita. 

The  Bureau  of  the  Census  has  made 
an  investigation  of  the  costs  of  munici- 
pal government  in  a  large  number  of 
the  cities  of  the  country,  having  a 
population  of  80,000  or  more,  and  of 
taxation  and  other  revenues  of  such 
cities.^  The  results  have  been  classi- 
fied and  tabulated  in  such  a  way  as  to 
facilitate  study  and  comparison,  and  it 
is  instructive  to  compare  them  with  the 
expenses  of  the  various  agencies  of  the 
Federal  Government.  The  three  larg- 
est cities  of  the  country.  New  York,  Cld- 
cago  and  Philadelphia  have  been  taken 
for  illustration.  Their  combined  popu- 
lation in  1918  was  slightly  over  ten 
millions,  or  one-tenth  of  the  population 
of  the  entire  country.  Their  total 
expenses  for  various  purposes  for  the 

'  Financial  StaHstiet  of  CiHes — 1918.  Bureau 
of  Census,  Washington,  1919. 


year  1918  have  been  added  together 
and  plotted  in  figure  17.  The  total 
disbursements  of  $872,880,668  are 
expended  (1)  for  current  governmental 
purposes,  (2)  for  education,  public 
health  and  recreation,  (8)  for  perma- 
nent improvements  (new  construction) » 
and  (4)  for  interest  on  city  debts.  The 
total  amounts  to  $87.16  per  capita  of 
the  population,  of  which  $6.94  per 
capita  consists  of  earnings  from  public 
service  enterprises,  fines,  gifts  and 
pension  assessments  and  borrowed 
money,  and  $80.22  per  capita  is  col- 
lected from  taxes  (Fig.  18).  This  is 
less  than  the  federal  per  capita  tax 
in  1918,  but  more  than  ten  times  as 
much  as  federal  per  capita  expenditures 
for  the  three  civil  groups.  The  amount 
spent  for  education,  schools,  colleges 
and  libraries,  in  these  three  cities  was 
nearly  double  that  which  was  spent  by 
the  Federal  Grovemment  in  1918  for 
research,  education  and  public  health 
work  (group  11),  whereas  the  amount 
spent  for  all  purposes  was  more  than 
was  spent  for  all  the  civil  groups  of 
the  entire  Federal  Government. 

For  all  cities  of  more  than  80,000 
population  the  average  per  capita  of 
taxes  collected  in  1918  for  municipal 
purposes  is  $25.14,  and  the  average  of 
expenditures  $26.55. 

Table  18  gives  governmental  rev- 
enue receipts  and  cost  payments  of 
municipalities  of  over  80,000  popula- 
tion, together  with  their  total  popula- 
tion for  each  year  for  1910-18  inclusive, 
except  for  1914  for  which  the  data  are 
lacking.  The  second  half  of  the  table 
gives  the  net  expenses  and  earnings 
and  the  net  revenues.  Expenses  are 
in  three  groups,  (1)  general  current 
expenses,  (2)  interest  payments  less 
interest  received,  (8)  outlays  for  per- 
manent improvements.  The  total  ex- 
pense and  revenues  for  each  year 
divided  by  the  population  give  the  per 
capita  cost  and  per  capita  tax  revenue. 
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The  former  was  remarkably  constant 
during  this  eight-year  period;  the  latter 
increased  gradually  from  $21.64  to 
$£5.14. 

Table  19  gives  the  revenue  receipts 
and  governmental  cost  payments  for 
all  the  state  governments  of  the  coun- 
try for  the  five  yeais  1915-19  inclusive, 
together  with  their  population  and  per 
capita  exp^ise  and  revenue.  It  will 
be  noticed  that  interest  receipts  ex- 
ceeded interest  payments,  so  that  the 
item  of  interest  appears  under  earnings 
instead  of  expense.  The  net  per 
capita  expenses  varied  between  $4.00 
and  $4.73;  the  per  capita  tax  revenues 
increased  in  this  period  from  $8.74  to 
$5.06. 

Review  of  the  Functions  of  Federal 
and  State  Governments 

Referring  back  now  to  the  functions 
of  government  as  outlined  at  the  begin- 
ningy  let  us  consider  to  what  extent  the 
Federal  Government  is  doing  the  things 
that  would  naturally  fall  to  it  in  the 
division  of  functions  between  federal 
and  state  activity,  including  in  the 
latter  the  activities  of  municipalities, 
which  are  creatures  of  the  state. 

(a)  Under  protective  functions  (1) 
protection  from  invasion  or  encroach- 
ment from  without  is  mainly  a  federal 
function  and  has  always  beenperformed 
adequately  in  this  country  and  at  great 
cost,  (i)  Protection  of  life,  property 
and  r^utation  is  largely  a  function  of 
the  separate  states,  but  many  agencies 
of  the  government  are  concerned  with 
safety  and  the  protection  of  life  and 
proi>erty.  The  Bureau  of  Lighthouses, 
Bureau  of  Navigation,  Steamboat  In- 
spection Service,  Division  of  Safety  of 
the  Interstate  Commerce  Commission, 
the  life  saving  service  of  the  Coast 
Guard,  the  safety  divisions  of  the 
Bureau  of  Mines  and  the  Bureau  of 
Standards,  the  Department  of  Justice, 
and  other  branches  of  the  government 


carry  on  work  of  this  kind  of  great 
practical  value,  although  in  some  cases 
it  is  small  in  comparison  with  what 
needs  to  be  done.  It  is  believed  that 
such  work  amply  justifies  itself  and 
should  be  developed  and  made  even 
more  effective.  (3)  Protection  against 
the  spread  of  disease  is  divided  between 
the  Federal  Government  and  the  states, 
and  in  recent  years  the  Public  Health 
Service  and  the  Agricultural  Depart- 
ment have  been  given  larger  means  and 
have  done  more  work  of  this  kind  than 
before,  although  in  the  a^pregate  the 
states  do  the  greater  portion  of  what  is 
done.  .The  need  and  the  opportunity 
are  so  great  and  the  interests  at  stake 
so  vast  that  a  few  cents  per  capita  of 
the  country's  population  per  year  seem 
no  adequate  measure  of  what  ought  to 
be  done  by  the  Federal  Government. 
It  would  appear  to  be  a  very  proper 
and  profitable  investment  for  the 
Federal  Government  to  increase  sub- 
stantially its  research  and  coopera- 
tion with  state  and  private  medical 
agencies,  in  order  to  give  greater  re- 
turns in  service  to  the  people  for  taxes 
collected,  and  to  promote  the  well- 
bdng  of  the  nation. 

(b)  Under  the  commercial  functions 
of  government,  the  most  conspicuous 
examples  of  such  activities  carried  on 
by  the  Federal  Grovemment  are  the 
Post  Office,  Shipping  Board,  Panama 
Canal,  Patent  Office,  and  Reclamation 
Service.  The  Alaskan  Railway  is  not 
yet  completed,  while  the  War  Risk  In- 
surance is  not  primarily  commercial, 
although  it  is  perhaps  midway  between 
commercial  insurance  and  a  pension 
system.  Aside  from  the  activities  of 
the  Shipping  Board,  which  is  compara- 
tively new  and  grew  out  of  the  necessi- 
ties of  the  war,  all  these  commercial 
activities  have  been  substantially  self- 
supporting  and  have  undoubtedly 
rendered  a  very  valuable  public  service. 

The  Post  Office  is  one  of  the  most 
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indispensable  and  successful  of  federal 
activities,  and  nobody  would  suggest 
that  it  be  handled  by  a  private  coni- 
pany;  the  Panama  Canal  is  a  great 
engineering  achievement  and  has  so  far 
met  all  commercial  expectations;  the 
Patent  Office  is  operated  at  a  profit, 
but  is  far  from  satisfactory  from  the 
standpoint  of  service,  and  is  asking  to 
be  strengthened  and  made  more  effec- 
tive as  it  deserves  to  be;  the  Reclama- 
tion Service  is  doing  a  great  work  and 
while  ultimately  self-supporting  is  not 
as  yet  quite  on  a  commercial  basis. 
The  Federal  Government  has  much  to 
be  proud  of  in  connection  with  this 
group  of  services,  and  while  doubtless 
many  improvements  in  management 
are  possible,  it  is  believed  that  a  careful 
study  would  justify  larger  rather  than 
smaller  outlays  with  a  view  to  better 
and  more  adequate  service. 

The  states  and  cities  carry  on  many 
commercial  enterprises,  including  vari- 
ous public  utilities,  and  with  varying 
degrees  of  success. 

(c)  Under  the  developmental  func- 
tions of  government  there  are  five 
sub-headings.  (1)  Public  education  is 
carried  on  mainly  by  the  states,  munici- 
palities and  private  agencies,  the  Fed- 
eral Government  assummg  compara- 
tively small  responsibility  and  incurring 
small  expense.  There  is  great  need  for 
research  in  education  and  for  coopera- 
tion among  all  the  agencies  concerned, 
and  many  believe  that  the  Federal 
Government  should  do  a  great  deal 
more  in  this  direction  than  it  does.  (£) 
Public  recreation  is  aided  by  tie 
Federal  Government  through  the  main- 
tenance of  national  parks,  which  have 
also  an  educational  value;  this  func- 
tion, however,  is  exercised  .almost 
wholly  by  state  and  local  governments. 
(8)  "Providing  those  legal  and  admin- 
istrative conditions  in  which  private 
business  will  be  conducted  in  a  just  and 
equitable    manner,"    covers    a    wide 


Hmge  of  governmental  activity,  both 
federal  and  state.  The  supervision  of 
banking  by  the  Treasury,  the  work  of 
the  Federal  Trade  Commission,  regula- 
tions regarding  interstate  commerce, 
some  of  the  activities  of  the  Post  Office 
Department  and  the  Department  of 
Justice,  are  all  included  under  this 
head.  Generally  the  states  exercise 
local  jurisdiction,  the  Federal  Govern- 
ment concerning  itself  with  interstate 
and  foreign  business.  (4)  Investiga- 
tion and  control  of  public  utilities 
is  very  largely  the  function  of  the 
separate  states,  except  that  for  the 
railroads  of  the  country  it  has  come  to 
be  largely  a  federal  function.  The 
Federal  Government  cooperates  to 
some  extent  with  the  states  in  studying 
the  many  problems  of  the  other  public 
utilities.  When  private  companies 
render  a  public  service  for  which  the 
public  pays  the  entire  cost  plus  a  profit 
to  the  company,  the  public  should  have 
suitable  standards  for  judging  the  qual- 
ity of  the  service  and  should  know 
whether  the  business  is  conducted 
efficiently.  Otherwise  there  is  no  pro- 
tection to  the  public  and  great  proba- 
bility that  in  many  cases  it  will  not  be 
so  conducted.  The  problems  are  much 
the  same  in  all  the  states  and  cities, 
and  can  be  studied  cooperatively  to 
great  advantage.  The  commercial 
companies  have  their  associations  for 
mutual  benefit  and  cooperation,  and 
the  states  have  their  readiest  means  of 
cooperation  with  one  another  through 
the  Federal  Government.  This  b  one 
of  the  greatest  opportunities  for  use- 
fulness to  the  people,  and  ought  to  be 
improved  far  more  than  it  ever  has 
been.  (5)  Developing  the  resources 
and  wealth  of  the  state  and  cooperating 
with  the  industries  in  research  and 
standardization  is  one  of  the  most 
important  functions  of  the  Federal 
Government.  Partly  for  the  purpose 
of  developing  wealth  which  can   be 
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taxed,  or  replacing  by  constructive 
service  the  wealth  which  is  absorbed  by 
the  government  in  taxes;  and  partly  for 
the  purpose  of  benefiting  society  and 
strengthening  the  state,  this  work 
should  be  developed  and  extended.  It 
is  like  good  seed  to  a  farmer,  which 
yields  large  returns  on  its  extra  cost, 
and  without  which  the  best  success  is 
impossible. 

It  thus  appears  that  these  functions  of 
the  Federal  Oovemment  which  are  devel- 
opmenial  as  distinguished  from  govern- 
mental are  susceptible  of  great  extension^ 
the  idea  not  of  controly  but  of  service^ 
being  emphasized.  Herein  lies  the 
possibility  of  notable  advances  in  popu- 
lar govemrnent  toithout  conflicting  vrith 
the  rights  or  responsibilities  of  states  or 
municipalities  or  with  private  initiative. 

The  Employment  Policy  of  the 
Government 

How  to  increase  efficiency  in  the 
government  service  is  an  important 
question,  and  nobody  is  more  interested 
in  it  than  those  in  the  service.  The 
problem  is  not  merely  how  to  reduce 
expenses,  or  how  to  get  a  cheaper 
government;  but  rather  how  to  get  the 
maximum  of  service  and  the  best 
government  possible  for  a  given  ex- 
penditure. 

The  United  States  Grovemment  may 
be  likened  to  a  great  business  organi- 
zation of  which  Congress  is  the  Board 
of  Directors  and  the  taxpayers  are  the 
stockholders.  It  is  a  great  cooperative 
undertaking  for  the  benefit  of  all  the 
citizens  of  the  United  States,  and  it 
su£Fers  some  of  the  difficulties  of  cooper- 
ative undertakings.  The  various  de- 
partments, bureaus,  and  other  branches 
of  the  government  are  managed  by 
secretaries,  directors,  division  chiefs 
and  various  assistants,  the  chief  execu- 
tive officer  over  all  being  the  President. 
Thei^  are  altogether  several  thousand 
men  in  responsible  administrative  posi* 


tions  in  the  government's  complex 
organization  v^bo  are  concerned  with 
problemis  of  administration  and  busi- 
ness management,  and  who  at  the 
present  time  are  specially  interested  in 
the  improvement  of  the  employment 
policy  of  the  government.  l?here  are 
several  hundred  thousand  employes  of 
the  government  who  are  not  only 
interested  in  this  question,  but  vitally 
concerned,  and  are  calling  the  atten- 
tion of  Congress  and  the  public  to  the 
fact  that  the  government's  employ- 
ment policy  needs  revision  and  bring- 
ing up  to  date. 

In  the  government  service,  even 
more  than  in  private  business,  ad- 
ministration should  be  reasonable  and 
just,  and  administrators  competent 
and  efficient.  Officers  should  be  held 
responsible  for  results  and  should  be 
given  sufficient  authority  and  means 
to  work  with,  so  that  there  can  be  no 
excuse  for  failure  or  for  inefficiency. 
The  question,,  therefore,  is: — ^What 
changes  in  the  employment  policy  of 
the  government  shoidd  be  made  in 
order  that  the  government  service 
may  be  put  on  a  very  high  plane,  that 
it  shall  o£Fer  so  attractive  a  career  that 
able  men  and  women  may  be  secured 
and  the  best  retained  in  the  service, 
and  that  it  shall  rank  with  the  very 
best  organizations  anywhere  in  the  in- 
tegrity, ability,  and  efficiency  with 
which  it  is  conducted?  There  is  very 
much  in  the  government  service  now  to 
be  proud  of,  more  than  many  people 
think.  But  there  are  serious  handi- 
caps to  efficiency  which  can  be  re- 
moved, and  the  government's  hap- 
hazard employment  policy  is  one  of 
them. 

The  administration  of  the  Civil 
Service  on  the  merit  system,  free  from 
patronage  and  politics,  has  been  stead- 
ily extended  until  it  covers  a  very 
large  part  of  the  Federal  Government. 
In   this  extension   the   Civil  Service 
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TABLE  15 

MncaniiAifBOUB  Earnings*  Fns  and  Cbbditb  fob  Saub  op  PBonBarr 
Civil  Aovivinss  or  U.  S.  Govebniibnt 

FracAL  Ybabs  191(K1919 

Group  I — ^Primaiy  Govenunental  FonctioiiB 


Fiscal 
Year 

Legislative 

SUte 

Treasury^ 
Customs 

Treasmy— 
IfisoeUaneous 

Interioi— 
Patent  Office 

1910 

$185,424 
182,576 
285,505 
854,887 
281,065 
271,712 
479,888 
601,658 
878,779 
860,608 

$1,662,659 
1,666,069 
1,729,248 
1,845,006 
1,987,829 
1,512,595 
1,524,972 
1,561,781 
1,886,127 
1,811,886 

$787,866 
8,608,551 
1,629,683 
1,826,616 
1,282,515 

998,484 
1,280,280 
1,176,846 

978,496 
1,640,181 

$519,487 

516,778 

518,865 

684,444 

690,709 

651,247 

1,044,688 

1,752,682 

8,201.909 

4,198,640 

$2,019,541 

1911 

1,976,064 

1912 

2,076,400 

1918 

2,077,142 

1914 

2,168,516 

1915 

2,265,486 

1916 

2,829,510 

1917 

2,815,647 

1918 

2,100,947 

1919 

2,022,771 

Total 

$8,281,547 

$16,187,667 

$15,098,918 

$18,719,849 

$21,852,024 

Fiflcal 
Year 

Interior- 
Indian  Service 

Interior— 
MisreDaDeous 

Agriculture 

Commerce 

TAbor 

1910 

$91,892 
5,889,828 
892,782 
586,062 
285,127 
718,474 
191,674 
888,558 
888,670 
677,211 

$2,640,218 
2,110,604 
1,727.240 
2,707,822 
2,898,849 
2,157,888 
2,859,466 
2,179,552 
1,806,708 
1,777,852 

$15,885 

21,124 

22,405 

22,826 

85,604 

68,247 

78,918 

104,098 

101.754 

828,291 

$224,611 
280,784 
221,815 
288,527 
672,894 
252,907 
806,088 
262,226 
224,800 
862,951 

$4,488,096 

1911 

4,049341 

1912 

8.609,149 

1918 

5,207,062 

1914 

5,678,566 

1915 

1,797,125 

1916 

1,218,829 

1917 

1,826.942 

1918 

1,606,871 

1919 

1,589,980 

Total 

$9,909,728 

$21,864,644 

$798,097 

$2,997,008 

$80,561,800 

Fiscal 
Year 

Judicial 

District  of 
Columbia 

Panama  Canal 
Maintenance 

MisceDaneous 
etc 

Total 
Group  I 

1910 

$999,810 
1,048,008 
1,615,848 
1,885,125 
1,856,546 
1,110,967 
1,221,588 
1,105,887 
1,508,781 
2,041,858 

$7,498,958 

7,679,526 

8,644,468 

9,117,612 

9,008,290 

9,790,474 

10,176,741 

10,170,424 

10,960,828 

11,960,118 

$8,900^428 
2.869.995 
6,150.669 
6,847.994 
6.777,047 

$88,980 

207,882 

159,797 

152,816 

148,985 

2,821,888 

1,794,297 

1,045,878 

1,627,981 

2,751,479 

$21,172,288 

1911 

29,282,778 

1912 

28,079,276 

1918 

26,159,972 

1914 ,,,. 

25,887,447 

i.VM.'W,  •  •  • 

1915   

27,819,280 

1916 

26372,754 

1917 

80,109,788 

1918 

82,541,865 

lOlO      

87,880,898 

Total 

$18,8884268 

$95,002,484. 

$26,046,128 

$10,298,828 

$280,656386 
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TABLE  15— (ConlMnMO 

Group  II — ^Research,  Education,  Development 


Fiscal 
Year 

Agriculture — ^11 

Interior~n 

Miscellaneous 

Education— 

Welfare 

Total 
Group  n 

1910..^ 

1911 

$2,127,180 
2,084,585 
2,174,842 
2,485,780 
2,511,568 
2,554,092 
2,951,092 
8,029,000 
8,675,756 
5,011,211 

$5,069 
22,568 
88,414 
26,764 
88,505 
84,200 
89,678 
41,049 
15,882 
18,168 

$174,551 
480,288 
428,688 
182,168 
106,525 
18,259 
80,824 
195,610 
105315 
809,808 

$181,706 
200,151 
208,077 
254,691 
241,550 
281,758 
887,782 
888,171 
851,811 
810,240 

$2,488,455 
2,687,582 

1912 

2,889,466 

1918 

2,949,849 

1914 

2,898,148 

1915 

.     2,888,809 

1916 

8,409,826 

1917 

4,208,880 

1918 

4,148,714 

1919 

5,649,422 

Total 

$29,154,456 

$274,742 

$2,027,466 

$2,700,887 

$84,157,551 

Commission  has  been  an  effective 
agency*  in  spite  of  a  serious  handicap 
arising  from  an  insu£Bcient  personnel. 
The  commission  has  ample  authority 
as  well  as  the  good-will  of  administra- 
tors and  the  moral  support  of  the 
public,  and  has  done  a  work  of  im- 
mense importance.  Nevertheless*  it 
can  not  be  denied  that  there  are  serious 
defects  in  the  Civil  Service.  The 
standard  of  the  personnel  in  many 
cases  is  not  what  it  should  be»  the 
quantity  and  quality  ci  work  done  is 
frequently  unsatisfactory,  experienced 
and  competent  men  and  women  leave 
the  service  in  large  numbers,  and  their 
places  are  taken  by  others,  on  the 
average  less  experienced  and  less  com- 
petent. Owing  to  an  inadequate  and 
irrational  salary  scale,  many  branches 
ci  the  government  service  are  so  unre- 
munerative  and  unattractive  that  their 
administrative  officers  have  much  diffi- 
culty in  keeping  positions  filled.  Under 
such  circumstances  it  is  impossible 
to  mf^^"^^i"  proper  discipline  or  a  high 
standard  oS  efficiency,  and  the  conse- 
quences   of    a    lowered    morale    are 


plainly  evident.  The  situation  is  far 
more  serious  than  it  was  two  years 
ago  when  Congress  appointed  a  special 
commission  to  study  and  report  upon  it. 

Legal  DiFFicui/riEs 

The  merit  system  presupposes  an 
honest,  unbiased,  and  competent  ad- 
ministration of  the  personnel;  appoint- 
ments without  favor,  promotions  when 
earned,  security  of  tenure,  opportunity 
to  make  good,  recognition  of  work  well 
done.  The  government  should  be  a 
just  and  reasonable  employer,  if  not 
indeed  a  model  employer,  and  the 
administrative  officers  of  the  govern- 
ment should  not  only  be  authorized 
and  required  to  deal  justly  and  equi- 
tably by  the  employes  under  their 
supervision,  but  ijiey  should  be  em- 
powered to  do  so.  In  general,  this  is 
far  from  being  realized,  and  the  greatest 
handicap  to  good  adnunistration  is  not 
in  the  faults  and  frailties  of  adminis- 
trative officers  (serious  as  they  may  be 
in  some  cases)  but  in  the  laws  and 
limitations  imposed  upon  the  adminis- 
trators,  which   tie   their   hands   and 
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make  good  administration  exceedingly 
difficult;  and  in  the  lack  of  adequate 
personnel  in  the  Civil  Service  Commis- 
sion, which  makes  it  impossible  for  it 
to  coSperate  with  administrators  as 
eflfectively  as  it  should,  or  to  exercise 
the  supervision  over  appointments  and 
promotions  which  the  law  contem- 
plate and  which  administrators  would 
welcome. 

The  most  serious  ct  these  legal 
difficulties  are  the  following: 

(1)  The  system  of  statutory  positions 
with  inflexible  and  generally  inadequate 
salaries,  which  often  make  appointments 
and  promotions  difficult  or  impossible. 

(i)  Unequal  salaries  in  different  branches 
of  the  service  for  a  given  kind  of  work  and 
degree  of  responsibility. 

(8)  The  legal  prohibition  of  transfer  and 
promotion  from  a  position  in^  one  depart- 
ment to  a  limip-fund  position  m  another  at 
a  higher  salary,  no  matter  how  much  such 
promotion  is  merited  or  how  strongly  it  is 


recommended  by  the  administrative  officers 
conoemed. 

(4)  The  legal  restriction  requiring  three 
years'  service  before  transfer  from  one 
department  to  another  in  Washington. 

(5)  The  apportionment  system  which 
often  makes  it  impossible  to  appoint  the 
most  competent  eligibles,  and  sometimes 
rules  out  all  the  applicants  from  several 
states. 

(6)  The  entire  lack,  until  very  r&ently, 
of  a  retiremait  system  for  aged  or  disabled 
employes,  ^diich  made  it  necessary  to 
retain  thousands  who  under  other  condi- 
tions would  have  been  retired  to  the  ad- 
vantage of  the  service. 

Standabdized  CnriL  Sebvice 

The  need  for  improvement  has  long 
been  recognized  and  the  commission 
appointed  by  Congress  made  a  thor- 
ough study  of  all  phases  of  the  situa- 
tion and  a  very  complete  report,  and 
drafted  a  bill  embodying  its  recom- 


TABLE  16 

Average  Annual  Expi^itubbs  and  Cbbd™  of  Diplomatic  and  Conbulab  Service  of  State 

Department— Fiscal  Years  19ia-lW0 

For  7  Pre-war  Years,  «  War  Yeaw,  and  IWO 


Average 
1910-1916 


Expenditures 

Salaries  of  Ambassadors  and  Ministers 

Salaries  of  Secretaries,  Clerks,  Interpreters 

Salaries  of  Consular  Service 

Salaries  of  Clerks,  Assistants,  Marshalls,  Interpreters 

Post  Allowances  to  Embassies  and  Consulates 

Contingent  Expenses,  Emergencies  and  Transportotion .... 
Various  International  Bureaus,  Institutes  and  Commissions 

Total  Expenditures 

Credii 
Consular  Fees,  Sale  of  Property,  etc 

Net  Expenditures 


$617,796 
261,848 

1,068,909 
385,812 


947.778 
774,617 


$8,961,160 


$1,666,979 


$2,2^,181 


Average 
1917-1919 


$469,866 
614,002 

1,122,877 
718,886 
869,767 

2,044,720 
676,966 


$6,900,028 


$1,810,466 


$4,689,667 


1920 


$491,978 
897,482 

1,808,117 

1,109,480 
672,404 

4,119,161 
648,145 


$9,186,717- 


$1,886,602 


$7,251,115 
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TABLE  17 

AvEBAGS  Annual  Expenditures  and  Cbbdits  op  U.  S.  Judiciabt 

FiacAL  Ybabs  1910-1920 

For  7  IVe-war  Years,  8  War  Years,  and  1920 


Expenditures 

Salaries  of  Judges — Supreme,  Circuit  and  District  Courts 

Salaries,  Fees  and  Expenses  of  Marshalls 

Salaries  and  Expenses  of  District  Attorneys,  Assistants,  etc. . . 

Fees  of  Clerks  and  Commissioners 

Fees  of  Jurors 

Fees  of  Witnesses 

Fay  of  Bailiffs  and  Miscellaneous  Expenses  of  U.  S.  Courts . . . 

Support  of  Prisoners — ^U.  S.  Courts 

U.  S.  Penitentiaries 

Courts  of  Customs,  Claims,  Supplies,  Rent,  etc 

Total  Expenditures 

CredUe 

Judicial  Fees  and  Costs 

Judicial  Fines,  Penalties,  and  Forfeitures 

Alaska  Fund  and  Game  Licenses 

Unclaimed  Money,  Sale  of  Property,  etc 

Total  Credits 

Total  Net  Expenditures 


Average 
1910-1916 


$1,084,467 

1,479,496 

1,112,261 

405,944 

1,050,530 

1,059,880 

855,050 

572,267 

620,594 

418,058 


$8,658,497 


$284,508 

721,160 

286,855 

56,097 


$1,248,120 
$7,410,877 


Average 
1917-1919 


$1,228,806 
1,678,497 
1,174,766 

490,629 
1,118,186 
1,092,759 

751,980 

701,084 
1,095,808 

856,855 


$9,678,215 


$218,080 

1,028,810 

255,252 

58,888 


$1,550,475 
$8,127,740 


1920 


$1,450,514 
2,216,196 
1,848,602 
1,858,046 
1,229,847 
1,176,202 

911,849 
1,481,778 
2,141,157 

868,150 


$14,126,811 


$628,412 

2,449,588 

218,122 

45,800 


$8,886,867 
$10,789,974 


mendations.^  More  recently  a  second 
bill  has  been  introduced  by  Chairman 
Lehlbach  of  the  Committee  on  Civil 
Service  Reform  of  the  House,  based 
upon  the  commission's  report  but  with 
some  important  modifications. 

If  the  proposed  classification  of  the 
Civil  Service  is  effected,  so  that  there 
will  be  a  standardized  system  of  posi- 
tions and  titles,  with  systematic  speci- 
fications of  qualifications  and  duties, 
and  salaries  that  are  uniform  through- 

'  This  bin,  known  as  the  Jones  bill,  was  intro- 
duced in  the  Senate  by  the  Chairman  of  the  Com- 
missbn  in  March,  1920.  The  "Report  of  the 
Congressional  Joint  Commission  on  Reclassifi- 
cation of  Salaries"  (House  Document  686, 
66th  Congress,  2d  Session)  was  presented  on 
March  12, 1920. 


out  the  service  for  comparable  duties 
and  responsibilities,  then  it  would  be 
possible  to  dispense  with  the  present 
inflexible  statutory  positions  and  the 
unrestricted  and  unstandardized  lump- 
fund  positions  and  replace  both  by  the 
new  standardized  and  classified  system 
of  positions,  which  would  be  defined 
and  authorized  by  law.  This  would ' 
do  away  with  the  first  two  of  the 
above-named  legal  limitations,  and 
remove  the  reason  for  the  third  and 
fourth,  which  could  then  be  repealed. 
It  is  probably  too  much  to  expect 
that  the  fifth  difficulty  can  be  entirely 
removed,  although  more  active  re- 
cruiting of  eligibles  from  states  below 
their  quota  would  furnish  better  mate- 
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rial  and  so  satisfy  the  apportionment 
law  without  lowering  the  standards  of 
the  service  as  much  as  otherwise.  The 
tendency  of  the  apportionment  system 
is  necessarily  to  lower  the  service  in 
Washington,  because  very  often  the 
best  men  in  distant  states  can  not  afford 
to  come  to  Washington  at  considerable 
expense*  in  view  of  the  inadequate 
salaries  paid  by  the  government.  The 
result  often  is  that  inferior  men  who 
need  a  job  are  certified  from  distant 
states  and  are  appointed  ahead  of 
abler  men  from  nearby  states  that 
have  their  full  quota.  Active  recruit- 
ing by  representatives  of  the  Civil 
Service  Commission  in  those  more 
distant  states  would  perhaps  go  far 
toward  remedying  the  difficulty,  but 
it  would  involve  some  expense. 

The  last  difficulty  mentioned,  that  is, 
lack  of  a  retirement  system,  has  lately 
been  partially  met,  although  compul- 
sory retirement  on  $30  .  to  $60  per 
mont^,  according  to  length  of  service, 
is  not  an  attractive  proposition  in  the 
higher  grades  of  the  service,  especially 
when  it  is  learned  that  the  salary 
deductions  (to  be  credited  to  the  pen- 
sion fund)  are  proportional  to  the 
salary,  but  the  benefits  are  not.  For 
example,  the  deductions  for  a  $4,800 
position  are  four  times  as  much  as  for 
a  $1,200  position,  but  the  retiring 
allowance  is  ,no  more  than  for  the 
latter  position.* 

If,  through  the  adoption  of  a  budget 
S3rstem  or  otherwise,  funds  are  made 
available  so  that  adequate  salaries  can 
be  paid  and  promotions  can  be  made 
S3rstematically  and  without  undue 
delay,  and  work  can  be  planned  ahead 
and  carried  out  consecutively  by  those 

*  So  far  fts  the  higher  pofitions  are  oonoemed, 
therefore,  the  retirement  law  offers  no  incentive 
for  entering  the  government  service,  but  is  one 
more  reason  for  increasing  salaries.  For  the 
deductions  from  salary,  coming  after  so  many  in- 
creases in  the  cost  of  living,  are  in  many  cases 
like  the  straw  that  breaks  the  camel's  bade 


who  plan  and  begin  it  and  not  ^  be 
interrupted  frequently  by  a  changing 
personqel,  the  most  serious  handicaps 
to  efficiency  will  be  removed  and  a 
long  step  forward  in  good  government 
will  liave  been  taken.  One  of  the 
greatest  handicaps  to  good  adminis- 
tration is  the  lack  of  inducement  for  a 
career,  arising  from  inadequate  sala- 
ries for  administrative  and  technical 
positions  in  nearly  all  branches  of  the 
government  service.  Adequate  sala- 
ries which  would  be  an  incentive  for  the 
best  to  remain  in  the  service  of  the 
government  would  be  of  great  value  to 
the  service,  and  would  remove  many 
difficulties  arising  from  inexperienced 
men  filling  responsible  positions.  With 
an  excessive  turnover  in  the  personnel, 
including  administrative  officers,  mis- 
takes ip.  administration  are  to  be 
expected.  It  is  no  more  possible  to 
operate  an  important  department  of 
the  Federal  Government  satisfactorily 
with  a  large  proportion  of  inexperienced 
officers  and  employes  than  it  would  be 
to  operate  a  bank  or  a  great  mercantile 
establishment  successfully  with  in- 
experienced officers  and  employes. 
The  wonder  is  in  some  cases  that  the 
government  departments  do  as  well  as 
they  do.  Many  men  of  ability  and 
experience  are  serving  the  government 
at  salaries  below  a  living  wage.  Bat 
the  losses  to  the  service  due  to  resigna- 
tions of  such  men  in  responsible  posi- 
tions are  very  serious  and  the  situation 
is  steadily  growing  worse.  Paying  low  - 
salaries  to  men  in  important  adminis- 
trative positions  leads  to  inefficiency 
and  waste  rather  than  to  economy. 

Function,  op  Civil  Service 
Commission 

The  function  of  the  Civil  Service 
Commission  as  an  employment  agency 
is  to  be  of  maximum  service  to  the 
executive  departments  in  filling  posi- 
tions and  administering  the  personnel. 


Digitized  by 


Google 


Expenditures  and  Revenues  of  the  Fedeeal  Government 


81 


In  addition  to  safeguarding  the  inter- 
ests of  the  public  and  of  the  employes 
by  keeping  the  service  free  from  the 
effects  of  politics  and  favoritism,  it  is 
able  to  render  great  assistance  to 
administrative  officers  by  finding  men 
and  women  who  are  qualified  for  the 
various  positions  to  be  filled,  taking 
full  account  of  the  needs  of  the  service 
and  of  the  importance  in  many  cases 
of  special  training  and  experience.  In 
the  case  of  supervisory  and  technical 
positions,  administrative  officers  and 
their  trained  assistants  who  know  the 
requirements  of  the  work  and  the 
qualifications  needed,  and  who  are 
responsible  for  the  results  obtained, 
are  given  a  large  measure  of  authority 
as  well  as  of  responsibility  in  making 
appointments  and  promotions.  The 
Civil  Service  Commission  should,  how- 
ever, be  closely  in  touch  with  the 
bureaus  and  departments  and  should 
be  so  well  manned  and  so  well  ac- 
quainted with  the  needs  of  the  service 
that  it  can  advise,  or  overrule  if  neces- 
sary, intelligently  and  sympathetically. 
The  experience  of  the  Civil  Service 
Conmiission  shows  that  administrative 
officers  as  a  rule  welcome  its  assistance 
and  advice  when  they  can  deal  directly 
and  can  understand  one  another. 
Difficulties,  when  they  occur,  are  gener- 
ally caused  by  lack  of  understanding 
from  lack  of  contact.  Prompt  and 
efficient  administration  is  important; 
excessive  formality  and  routine,  involv- 
ing serious  delay  and  unnecessary 
expense,  should  be  avoided.^® 

Promotion  on  Merit 

One  of  the  greatest  handicaps  to 
efficiency  in  the  government  service  is 
the  inability  frequently  to  promote 
men  when  they  deserve  promotion. 

^It  IB  generally  considered  in  the  executive 
departments  that  the  Lehlbach  bill  is  to  be  pre- 
lened  to  tbe  Jpnes  bill  in  this  respect. 


Promotions  are  made  in  recognition  of 
increased  earning  power  and  to  avoid 
losing  emi^oyes  through  resignation. 
The  government  is  in  competition  with 
business  and  educational  institutions 
both  in  appointing  and  holding  its 
employes.  In  most  cases  it  pays  rela- 
tively low  salaries  for  special  qualifi- 
cations, and  imposes  conditions  as  to 
hours  of  service  and  limitations  as  to 
one's  free  time  which  are  often  a  real 
hardship.^^  Moreover,  men  in  the  sci- 
entific and  technical  branches  of  the 
government  service  acquire  informa- 
tion and  training  of  great  value  m  the 
business  and  educational  world,  ajid 
they  are  eagerly  sought  for  at  a  much 
higher  rate  of  compensation.  This 
is  one  of  the  most  serious  obstacles  to 
efficiency  and  success  in  the  govern- 
ment service  and  must  be  faced  squarely 
if  the  government's  work  is  to  be 
conducted  on  a  high  plane. 

It  is  not  expected  ever  to  have  sala- 
ries so  high  in  the  government  service 
that  such  a  fiow  of  able  men  out  into 
commercial  and  educational  work  would 
be  prevented.  Indeed,  it  is  not  desir- 
able to  try  to  prevent  it  altogether. 
But  enough  good  salaries  should  be 
provided  so  that  a  reasonable  propor- 
tion, at  least,  of  able  and  experienced 
men  could  be  retained,  to  serve  as 

^  Scientists  and  engineers  in  the  service  of  the 
government  work  six  days  a  week,  eleven  months 
in  the  year  or  more,  often  putting  in  a  great  deal 
of  overtime  without  extra  pay,  and  are  restrained 
from  accepting  retainers  or  extra  compensation 
from  outside  source^  which  would  be  perfectly 
proper  in  private  employment.  The  absence  of 
Sabbatical  years  and  of  the  retiring  pensions  of 
the  colleges  are  a  further  deterrent  to  men  of 
standing  from  entering  the  government  service 
from  the  colleges.  These  facts  in  conjunction 
with  the  inadequate  salaries  of  the  government 
explain  why  it  is  generally  impossible  to  recruit 
the  higher  positions  from  the  colleges,  and  why 
administrators  are  so  anxious  to  retain  able  and 
successful  men  who  have  been  trained  in  the 
government  service,  and  why  it  is  so  important 
to  be  able  to  select  good  material  for  the  entering 
grades  and  to  promote  men  as  they  devdop. 
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administrators  and  educators  to  the 
rising  personnel.  In  many  cases  tlie 
work  is  so  important  or  so  technical 
that  only  men  of  special  training  and 
considerablejexperience  are  competent 
to  undertake  it.  In  these  cases  the 
salaries  should  be  such  as  to  make  it 
possible  to  build  up  and  maintain  an 
able  and  experienced  stafiF.  The  needs 
of  the  government  service  should  be 
the  first  consideration.  Training  men 
for  the  industries  should  be  incidental. 
The  present  inadequate  salary  scale 
in  many  departments  leads  to  resigna- 
tions in  a  great  many  cases  just  when 
the  men  are  becoming  really  useful. 
This  makes  the  work  unsatisfactory 
and  its  costs  excessive.  It  is  one  of 
the  most  important  causes  of  ineffi- 
ciency in  the  government  service. 

The  United  States  Government  is 
the  greatest  business  organization  in 
the  country.  It  employs  in  the  ex- 
ecutive departments  more  than  half  a 
million  men  and  women  in  hundreds 
of  different  kinds  and  grades  of  work 
and  carries  on  a  business  which  is  not 
only  larger  but  more  complex  than  any 
other  in  the  country.  It  ought  to  pay 
generous  salaries,  and  employ  the 
ablest  executives,  not  only  at  the  head 
of  the  various  bureaus  but  all  along  the 
line.  Such  a  policy  would  pay  not 
only  in  the  better  quality  of  work  done 
but  in  the  reduced  cost  of  the  work. 

That  the  scale  of  salaries  is  inade- 
quate in  most  cases  is  proved  by  the 
rapidly  changing  personnel  and  the 
difficulty  of  filling  positions.  It  is  a 
by-word  among  business  men  and  in 
the  colleges  that  the  government  serv- 
ice offers  little  inducement  for  ambi- 
tious men,  except  as  a  stepping  stone  to 
somethingoutside  the  government  serv- 
ice. Nevertheless,  the  responsible  ad- 
ministrative and  technical  officers  who 
conduct  the  various  branches  of  the 
executive  departments  of  the  govern- 
ment represent  collectively  more  of 


ability,  integrity  and  loyalty  than  they 
are  commonly  given  credit  for.  They 
realize  more  fully  than  may  be  sup- 
posed the  defects  and  inefficiency  of  the 
government  service,  although  these  are 
often  grossly  exaggerated  in  the  press 
and  on  the  platform.  They  also 
realize  the  tremendous  handicaps  to 
efficiency  that  are  beyond  their  control, 
and  which  they  are  fervently  hoping 
may  be  removed.  No  private  business 
could  succeed  with  such  handicaps  as 
well  as  the  government  does,  and  very 
many  do  worse  as  it  is.  If  the  execu- 
tive departments  could  have  a  tair 
chance  for  a  few  years,  with  a  reor- 
ganized and  standardized  civil  service 
system  and  a  budget,  they  could  show 
the  country  results  which  would  be 
both  creditable  and  gratifying.  Rear- 
ranging the  bureaus  or  reorganizing  the 
departments  can  not  possibly  make  the 
government  efficient  without  the  more 
fundamental  reorganization  of  the 
personnel. 

Distribution  of  Personnel  Among  the 
Departments 

Much  has  been  said  recently  about 
the  excessive  number  of  employes  in 
the  government  service,  and  the  need 
of  drastic  reductions.  The  war  had 
increased  the  activities  of  the  govern- 
ment in  nearly  all  departments,  and  it 
required  some  time  to  get  back  to  a 
peace  basis.  The  number  of  employes 
has  been  considerably  reduced  during 
the  past  few  months,  but  figure  19 
shows  that  on  July  31,  1920,  the  only 
departments  or  branches  of  the  service 
included  in  the  civil  groups  in  this 
classification  that  had  a  relatively  large 
increase  over  the  personnel  figures  of 
1916  were  the  State  and  Treasury 
departments,  and  these  are  the  depart- 
ments which  have  had  their  activities 
so  greatly  increased  by  the  war  that 
this  condition  could  not  be  avoided. 
As  already  explained,  the  collection^  of 
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the  revenue  has  developed  into  a  gi- 
gantic undertaking  and  the  increase  in 
that  service  alone  in  the  Washington 
office  was  more  than  5»000.  In  the 
divisions  of  loans  and  currency,  the 
increase  was  more  than  2»000,  and  in  all 
branches  of  the  Treasury  Department 
(outside  of  War  Risk  Insurance)  all 
over  the  country  it  was  over  8^,000. 
The  figures  are  obtained  from  the  Civil 
Service  Conmussion  and  compare  the 
civilian  personnel  of  June  30,  1916 
with  that  of  July  81,  19«0. 

The  Post  Office  Department  in- 
creased in  four  years  from  £50,885  to 
279,072,  a  difference  of  28,187  or  11.2 
per  cent.  The  War  and  Navy  De- 
partments, War  Risk  Insurance,  Ship- 
ping Board,  Railroad  Administration 
and  other  boards  included  in  the  mili- 
tary group  had  increased  from  63,612 
to  260,869,  an  increase  of  197,257  or 
810  per  cent.  The  departments  of 
Treasury,  Interior,  Agriculture,  Com- 
merce, Panama  Canal,  Government 
Printing  Office,  Justice,  State,  Labor, 
Interstate  Conmierce  Commission  and 
miscellaneous  (taking  them  in  the 
order  given  on  the  figure)  increased  in 
the  aggregate  from  118,052  in  1916  to 
150,975,  a  difference  of  87,928  which  is 
SS.5  per  cent.  Omitting  the  Treasury 
and  State  departments  from  the  list, 
the  civil  departments  which  have  had 
the  greatest  permanent  increase  due 
to  the  war,  aU  the  other  civil  depart- 
ments named  increased  from  81,876  to 
84,825,  a  difference  of  8,449  or  4.2  per 
cent.  Meantime  the  population  of  the 
coimtry  has  increased  more  than  five 
per  cent.  That  is,  all  these  civil 
departments  and  commissions,  aside 
from  the  two  which  have  had  large 
increases  in  order  to  take  care  of 
increased  war  activities,  have  increased 
their  personnel  in  four  years  at  a  rate 
less  than  the  rate  of  growth  of  the 
population  of  the  coimtry.  The  De- 
partment of  Conmierce  had  an  appre- 


ciable increase  almost  entirely  due  to 
the  decennial  census  of  1920,  which, 
however,  is  temporary  and  many  of 
these  extra  employes  have  already 
gone.  On  the  other  hand,  the  Panama 
Canal  had  a  decrease  of  about  the 
same  niunber.  Considering  the  very 
moderate  increases  in  the  expenditi^s 
of  the  civil  departments  and  the  con- 
siderable increase  in  the  cost  of  sup- 
plies and  labor  and  in  the  miscellaneous 
expenses  of  doing  business,  it  should 
not  be  surprising  to  find  so  small  an 
increase  in  the  personnel  of  the  civil 
departments  outside  of  the  two  excep- 
tions named.  It  is,  however,  appar- 
ently quite  different  from  the  general 
opinion,  and  in  justice  to  the  depart- 
ments concerned,  it  seems  worth  men- 
tioning. 

The  Cost  of  Living  and  the  Pur- 
chasing Power  of  Salaries 

During  the  last  eight  years  there 
have  been  great  changes  in  commodity 
prices  and  the  cost  of  living  and  in  the 
general  scale  of  wages,  salaries  and 
charges  for  professional  service;  and 
some  branches  of  the  government 
service  have  readjusted  their  salaries 
accordingly.  But  many  could  not  do 
so,  and  the  result,  taking  the  govern- 
ment as  a  whole,  is  an  inconsistent  and 
irrational  system  that  makes  a  high 
standard  of  efficiency  and  good  service 
practically  impossible. 

Figure  20  shows  the  results  of  in- 
vestigations by  the  United  States 
Bureau  of  Labor  Statistics  and  the 
National  Industrial  Conference  Board, 
the  latter  consisting  of  representatives 
of  a  niunber  of  large  manufacturing 
corporations.  The  curves  show  the 
trend  of  wholesale  commodity  prices 
and  retail  food  prices  since  1913,  and 
the  cost  of  living  as  calculated  by  these 
two  organizations.  The  cost  of  living 
increased  during  1920  to  more  than 
200,  on  the  basis  of  100  for  1918,  and 
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then  declined  to  about  180  by  January 
1,1921.  There  may  be  further  declines 
in  living  costs,  but  there  seems  little 
prospect  of  getting  back  to  the  19IS 
level  or  anywhere  near  it.  Nobody 
proposes  a  reduction  back  to  pre-war 
figures  of  wages  or  salaries  that  have 
already  been  advanced,  although  many 
that  have  been  advanced  100  per  cent 
or  more  may  be  reduced.  The  very 
moderate  advance  proposed  for  govern- 
ment salaries  generally  will  still  leave 
a  wide  margin  between  this  advance 
and  the  relative  increase  in  the  cost  of 
living,  so  that  the  latter  may  fall  con- 
siderably f iu*ther  without  falling  below 
the  new  salary  scale." 

Living  in  Washington  is  still  rela- 
tively expensive.  Houses  are  scarce 
and  rents  are  high,  and  government 
employes  with  families  find  it  difficult 
to  live  on  their  incomes.  The  pur- 
chasing power  of  salaries  has  fallen 
greatly  since  1918,  and  still  more  since 
1901  when  many  government  salaries 
were  substantially  the  same  as  now. 
Figure  21  shows  graphically  how  sala- 
ries shrank  between  1914  and  1920. 
Although  justice  and  fair  play  would 
dictate  a  readjustment  of  government 
salaries,  that  is  not  the  only  reason 
for  urging  it,  nor  is  it  the  strongest 
reason.  If  the  government  could  con- 
tinue to  underpay  a  large  proportion  of 
its  employes,  and  could  permanently 
obtain  good  service  at  inadequate 
salaries,  and  thereby  save  money  and 
reduce  taxes  by  so  much  more  than 
would  otherwise  be  possible,  that  might 
be  regarded  as  sufficient  reason  to 
adopt  that  policy  and  keep  the  wage 
scale  permanently  low.    But  that  is 

>*  It  is  estimated  that  the  average  increase  in 
salaries  provided  by  the  Jones  and  Lehlbach 
bills  is  about  eight  or  ten  per  cent  above  present 
salaries  including  the  war  bonus  now  paid. 
Many  would  get  no  increases,  many  would  get 
&ye  per  cent  or  less,  and  nuiny  of  those  who  now 
get  no  bonus  would  get  larger  percentage  in- 


impossible  except  for  a  relatively  few 
positicms.  A  limited  number  of  men 
with  independent  incomes  or  without 
families  may  always  be  secured  at 
inadequate  salaries,  and  of  course  nuiny 
others  who  use  the  government  service 
as  a  stepping  stone  to  something  better. 

But  a  hif^  average  of  ability  and 
experience  can  not  be  maintained  with- 
out adequate  salaries,  and  for  lack  of 
it  recently  the  service  has,  to  a  large 
extent;  been  demoralized.  Discipline 
and  good  service  are  impossible  unless 
men  and  women  are  well-paid  and 
contented.  Efficiency  is  impossible 
without  competent  and  experienced 
administrators.  Low  salaries  and  an 
excessive  turnover  in  the  higher  officers 
is  not  economy  but  wastefulness. 
Giving  a  bonus  of  $240  only  to  em- 
ployes with  salaries  not  above  $2,500 
per  year,  and  no  increase  of  compensa- 
tion to  those  above,  assumes  either 
that  living  costs  have  not  increased  to 
those  in  the  more  responsible  positions* 
or  that  their  services  are  less  important 
and  their  resignations  a  less  serious 
loss  to  the  service,  or  that  they  have 
independent  incomes  to  fall  back  upon, 
or  that  they  may  properly  use  up  their 
savings  laid  by  for  an  emergency  or  for 
old  age,  andwill  willingly  do  so.  These 
are  unwarranted  assiunptions,  and 
because  this  problem  has  not  been  met 
the  government  service  in  some  de- 
partments has  been  seriously  crippled, 
and  will  take  years  to  recover.  It  is 
hoped  that  the  public  will  take  an 
active  interest  in  this  question,  and 
urge  that  in  the  interest  of  economy 
and  efficieitcy,  and  good  administra- 
tion, the  proposed  readjustment  of 
salaries  may  soon  be  made. 

Figure  22  prepared  from  Bureau  of 
Labor  Statistics  data  gives  a  compari- 
son of  the  wholesale  prices  of  commod- 
ities for  the  years  1910-1920,  and  the 
net  per  capita  cost  of  all  the  civil  activ- 
ities of  the  government.    This  shows 
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that  while  wholesale  price  levels  of 
commodities  on  the  average  more  than 
doubled  between  1910  and  1919,  the 
per  capita  cost  of  the  civil  activities  of 
the  government  varied  only  slightly 
from  year  to  year.  The  relatively 
large  increase  in  19^  is  principally  due 
to  the  added  work  incident  to  the 
collection  of  the  increased  revenues,  to 
prohibition  enforcement,  to  conduct- 
ing the  decennial  census,  and  to  the 
construction  of  public  highways,  al- 
though there  was  some  increase  due  to 
increased  compensation  to  employes 
and  the  further  increase  in  the  cost  of 
commodities. 

The  cost  of  running  any  business, 
including  government,  aside  from  capi- 
tal charges,  is  made  up  of  the  cost  of 
goods  (equipment,  materials,  etc.)  and 
the  cost  of  services  (wages  and  sala- 
ries). Since  the  government  paid  pre- 
vailing market  prices  for  its  supplies, 
the  net  cost  of  the  civil  activities,  which 
include  the  former,  was  only  main- 
tained at  practically  pre-war  leveb  up 
to  1919  by  a  considerable  curtailment 
of  public  works  construction  and  of 
some  of  the  other  activities  of  the 
government,  sufficiently  to  offset  the 
increased  cost  of  labor  and  supplies 
and  the  considerable  expansion,  due  to 
the  war,  in  some  departments.  Atten- 
tion is  especially  called  to  the  striking 
contrast  of  the  cost  of  doing  private 
business,  as  shown  by  the  increasing 
cost  of  commodities  from  1915  to  1919, 
and  the  nearly  constant  per  capita  cost 
of  the  civil  activities  of  the  government 
in  those  years. 

Duplication  of  Work  in  the  Executive 
Departments 

Much  is  heard  these  days  about 
dupUcation  of  work  by  the  government 
departments,  and  the  waste  of  effort 
and  money  caused  thereby.  It  is 
true  that  there  is  not  and  probably 
never  has  been  perfect  coordination  of 
effort  among  all  the  departments.    A 


well-organised  budget  bureau,  includ- 
ing in  its  functions  the  task  of  keeping 
in  close  touch  with  all  the  departments 
and  bureaus  and  assisting  them  in 
delimiting  their  activities  and  in  coop- 
erating with  one  another,  especially 
'where  their  fields  necessarily  overlap, 
would  render  a  very  useful  and  much 
needed  service.  It  is  hoped  that  in  the 
near  future  this  long-felt  want  will  be 
supplied  and  a  distinct  advance  made 
in  efficient  government.  In  the  mean- 
time, however,  the  bureaus  and  depart- 
ments are  cooperating,  in  most  cases, 
as  well  as  could  be  expected  imder 
existing  circumstances.  It  is  beUeved 
that  many  of  the  examples  of  duplica- 
tion cited  are  more  apparent  than  real. 
The  Bureau  of  Efficiency  has  studied 
this  question,  and  has  diligently  sought 
for  cases  of  serious  duplication.  But 
it  finds  few  such  cases. 

Statistical  Wokk 

One  of  the  most  frequently  cited 
examples  of  the  kind  is  the  collection 
of  statistics.  It  is  sometimes  sug- 
gested that  all  statistics  should  be  col- 
lected by  one  agency,  which  would  do 
the  work  with  better  f adUties  and  at 
less  cost  than  the  respective  bureaus 
most  concerned  in  the  given  subject 
could  do  it.  At  present  the  Interstate 
Commerce  Commission  collects  sta- 
tistics about  the  railroads,  the  Federal 
Trade  Commission  about  the  subjects 
it  is  investigating,  the  Federal  Beserve 
Board  and  the  Treasury  Department 
about  business  and  fiscal  matters,  the 
Biveau  of  Ekiucation  about  educational 
activities,  the  Geological  Survey  about 
minerals,  the  Bureau  of  Labor  Statistics 
about  ^nployment  conditions,  wages 
and  the  cost  of  Uving,  the  Agricultural 
Department  about  crops  and  markets, 
the  Bureau  of  Foreign  and  Domestic 
Commerce  about  commerce,  while  the 
Public  Health  Service  gathers  mortal- 
ity and  morbidity  statistics  and  the 
Bureau  of  the  Census  enumerates  the 
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population  and  gathers  statistics  about 
the  wealth,  taxation  and  industries  of 
the  country  and  the  revenues  and 
expenditures  of  states  and  cities. 
'  One  might  think  that  here  is  a  case  of 
duplication  on  a  grand  scale,  and  that 
by  having  one  central  agency  collect 
all  the  statistics  and  distribute  them 
to  the  various  departments  and  bu- 
reaus concerned,  it  would  be  better  and 
more  eflSciently  done.  A  little  con- 
sideration will  show  that  this  would  be 
exceedingly  difficult.  Gathering  sta- 
tistics is  not  a  mechanical  process 
merely,  nor  a  task  for  statisticians 
working  by  themselves.  In  order  that 
the  statistics  be  of  value,  they  must  be 
gathered  under  the  direction  of  experts 
of  the  subjects  investigated  as  well  as 
of  experts  in  statistical  work,  and 
frequently  only  the  experts  of  the 
respective  bureaus  concerned  know 
what  information  is  wanted  and  how  it 
is  best  obtained.  If  at  the  proposed 
central  agency  for  collecting  the  in- 
formation we  provide  equally  compe- 
tent experts  in  all  these  various  fields  to 
direct  the  work  and  handle  the  informa- 
tion as  it  is  received,  we  should  have  a 
new  kind  of  duplication,  with  two  sets 
of  experts  instead  of  one,  one  set  to 
supervise  the  gathering  of  the  informa- 
tion and  the  other  to  interpret  and 
make  use  of  it.  lliat  would  appear  to 
be  a  more  expensive  method  and  less 
satisfactory  in  operation  than  the 
present  method.  For  if  those  who 
utilize  the  information  supervise  its 
collection,  they  not  only  have  it  more 
promptly  but  can  get  preliminary  re- 
sults from  incomplete  data  and  can 
modify  the  plans  made  if  it  appears 
desirable,  or  perhaps  stop  short  of 
what  was  first  proposed. 

A  central  board  with  representatives 
of  all  the  agencies  doing  statistical 
work,  acting  as  a  coordinating  agency 
to  secure  the  maximum  degree  of 
cooperation,  and  to  prevent  overlai)- 
ping  and  conffict  of  effort  would  appear 


practicable  and  highly  desirable.  The 
Bureau  of  Efficiency  acts  as  sudi  a 
central  coordinating  agency  to  some 
extent,  but  there  might  be  closer 
cooi>eration  and  probably  some  con- 
soUdation  of  such  work.  That  is  a 
different  thing  from  one  agency  taking 
over  and  managing  all  the  statistical 
work  of  the  government,  and  setting 
up  various  staffs  of  experts  which 
would  dupUcate  those  already  in 
existence  in  the  various  departments. 
Ite  statistical  work  of  the  government 
can  perhaps  be  done  more  efficiently 
than  it  is  now  done,  and  kept  more 
nearly  up  to  date  in  some  cases.  I 
would  not  express  an  opinion  on  that 
question.  But  it  appears  doubtful  if 
such  work  could  all  be  centralized  in  a 
single  i^ency  and  be  better  or  more 
economically  done  than  it  is  at  present. 

Scientific  Research 

It  has  sometimes  been  supposed  that 
all  chemical  work  could  be  concen- 
trated in  one  central  agency,  instead  of 
having  many  chemical  laboratories. 
Chemistry  in  the  government  service 
is  a  means  to  an  end,  and  not  an  end  in 
itself.  Chemical  work  must  be  done 
where  the  need  arises,  in  connection 
with  food  products  in  one  place,  with 
minerals  in  another,  with  gases  and 
explosives  in  another,  with  sanitation 
and  health  in  another,  with  industrial 
processes  in  another,  and  so  on.  One 
could  as  well  concentrate  firemen,  or 
watchmen,  or  stenographers  in  one 
department  as  to  concentrate  all  gov- 
ernment chemists  in  one  department. 

Examples  of  apparent  dupUcation  in 
other  scientific  research  are  sometimes 
pointed  out.  Some  real  cases  have, 
indeed,  been  corrected,  and  probably 
some  still  exist.  But  it  is  beheved  by 
those  well  informed  on  the  subject 
that  the  number  of  cases  of  improper 
dupUcation  of  scientific  research  in  the 
government  service  is  relatively  small. 
It  will  imdoubtedly  be  further  reduced 
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l^  the  better  cooperation  and  coordi- 
nation of  effort  which  a  budget  bureau 
when  estabUshed  ^ill  be  able  to  provide. 
In  the  meantime  the  scientific  bureaus 
are  actively  cooperating  with  one 
another  and  endeavoring  to  do  the 
most  necessary  work  and  refrain  from 
unnecessary  effort  and  duplication. 

However,  duplication  in  some  cases 
is  commendable.  Where  a  problem  is 
of  supreme  importance  and  great 
difficulty,  the  chances  of  success  are 
increased  if  more  than  one  person  or 
agency  attempts  it.  In  some  cases 
the  difficulties  and  uncertainties  are 
such  that  the  result  of  a  single  effort 
would  not  be  trusted,  and  two  inde- 
pendent agencies  could  well  attack  the 
problem  simultaneously.  Often  when 
two  men  or  two  agencies  appear  to  be 
working  on  the  same  subject,  they  are 
found  to  be  studying  different  phases 
of  that  subject,  or  are  attacking  the 
same  problem  from  entirely  different 
standpoints,  and  are  really  not  dupli- 
cating each  other's  work  at  all. 

Engineerixo  Wobe 

Engineering  work  is  sometimes  re- 
ferred to  as  an  example  of  duplication, 
because  so  many  of  the  government 
d^artments  and  bureaus  employ  engi- 
neers and  do  engineering  work.  Engi- 
neering is  the  application  of  science  to 
useful  ends,  and  the  government  em- 
ploys a  great  many  kinds  of  scientists 
and  engineers  in  many  different  kinds 
of  work.  Various  bureaus  of  the 
Army  and  the  Navy,  the  Geological 
Survey,  the  Bureau  of  Mines,  the 
Coast  Survey,  the  Bureau  of  Stand- 
ards, the  Reclamation  Service,  the 
Interstate  Commerce  Commission,  the 
Bureau  of  Public  Roads,  the  Forest 
Service,  and  other  government  agen- 
cies employ  engineers. 

In  the  proposed  classification  of 
government  employes,  twenty-one  dif- 
ferent kinds  of  engineers  are  recognized. 


To  consolidate  all  engineering  work  in 
one  or  a  few  agencies  would  involve  a 
very  radical  redistribution  of  functions, 
and  would  lead  to  confusion  and  often 
new  cases  of  duplication,  as  pointed  out* 
in  other  kinds  of  work.  There  is,  of 
course,  good  reason  for  grouping  to- 
gether bureaus  that  are  predominantly 
of  a  scientific  or  engineering  character, 
provided  we  do  not  sacrifice  some 
more  important  consideration  in  doing 
so.  A  Department  of  Commerce  and 
Industry  would  be  presumed  to  contain 
so  far  as  possible  all  the  bureaus  con- 
cerned with  commerce  and  industry, 
including  some  doing  engineering  work. 
Similarly  a  department  of  Public  Wel- 
fare or  of  Science  and  Education  might 
be  formed  to  group  together  certain 
related  activities,  which  would  neces- 
sarily include  more  or  less  of  engineer- 
ing. A  Department  of  Public  Works 
would  presumably  perform  a  large 
amoimt  of  engineering.  But  to  have 
one  d^artment  perform  all  the  engi- 
neering work  of  the  government  would 
associate  very  heterogeneous  functions 
and  activities  together,  and,  as  it  would 
sacrifice  major  considerations  to  minor 
ones,  would  seem  to  be  utterly  imprac- 
ticable. 

Map  Making 

Map  making  is  another  example  of 
aUeged  duplication.  The  Coast  and 
Greodetic  Survey  makes  the  surveys  of 
the  shore  line  and  all  coastal  wat^  of 
the  United  States  and  its  possessions 
for  nautical  charts,  and  establishes  the 
primary  horizontal  and  vertical  control 
points  or  stations  of  the  country  from 
their  own  surveys.  The  Geological 
Survey  makes  topographical  surveys 
and  prepares  and  publishes  the  stand- 
ard topographic  maps  based  on  the 
fundamental  control  surveys  of  the 
Coast  and  Geodetic  Survey.  The 
Engineer  Corps  of  the  War  Depart- 
ment makes  miUtary  maps,  principally 
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in  the  FhilqipineB,  Hawaii  and  Panama. 
The  Hydrographic  QflSce  prepares 
maps  for  the  use  of  the  Navy,  but  its 
work  is  confined  to  areas  entirely  out- 
side the  continental  limits  of  the 
United  States.  The  General  Land 
Office  makes  surv^s  and  maps  of  the 
public  lands  for  facilitating  placing 
settlers  on  unoccupied  areas;  the 
Reclamation  Service  maps  its  own 
reclamation  projects  when  necessary. 
The  Bureau  of  Soils  makes  soil  surv^s 
and  plots  the  same  on  special  maps, 
and  no  one  could  do  this  better  than 
the  soil  experts  who  make  the  surv^s. 
Each  service  is  engaged  in  a  different 
kind  of  highly  technical  work  and 
handles  its  own  data  and  constructs  its 
own  maps,  although  using  the  data  of 
other  agencies  so  far  as  possible.  If 
each  made  the  same  kind  of  maps,  it 
would  involve  wasteful  duplication;  but 
all  the  maps  could  not  be  made  by  the 
same  group  of  artisans  and  map  ex- 
perts, and  it  is  not  believed  by  these 
map-making  agencies  that  it  would  be 
better  to  have  it  done  by  one  agency. 
The  Board  of  Surveys  and  Maps  of  the 
Federal  Government  represents  all  the 
federal  agencies  concerned  and  the 
question  of  securing  greater  efficiency 
is  being  given  careful  consideration. 
In  the  meantime  the  board  is  securing 
codperation  among  all  the  map-making 
agencies  of  the  government,  and  also 
codperating  with  private  map-making 
agencies  and  is  striving  to  avoid  un- 
necessary duplication.  It  is  very 
probable  that  there  would  be  loss  and 
not  gain  to  attempt  to  consohdate  all  of 
the  technical  map  work  of  the  govern- 
ment in  one  place. 

Public  Health 

Public  health  is  another  subject  in 
which  wasteful  duplication  has  been 
charged.  The  Public  Health  Service 
is  the  one  great  agency  of  the  govern- 
ment which  is  primarily  concerned  with 


this  subject,  and  it  is  sometimes  sug- 
gested tiiat  all  activities  relating  to 
public  health  should  be  performed  by 
that  organization,  and  that  the  present 
method  of  distributing  some  of  these 
activities  and  having  a  niunber  of 
departments  and  bureaus  codperate  in 
public  health  work  is  wasteful.  The 
problem  is,  however,  not  so  simple  as 
it  might  appear  at  first  glance.  The 
State  Department  collects  much  valu- 
able information  all  over  the  world  on 
subjects  related  to  public  health,  in- 
cluding results  of  investigations  relating 
to  epidemics  and  vital  statistics  and 
transmits  them  to  the  Public  Health 
Service.  This  is  useful  co5perative 
work,  and  of  great  value  to  the  Public 
Health  Service.  For  the  latter  to  send 
its  agents  abroad  to  collect  this  infor- 
mation independently  of  the  State 
Department  would  be  enormously 
more  expensive  and  more  difficult  than 
the  present  method. 

The  Interstate  Commerce  Commis- 
sion performs  some  public  health 
functions  in  connection  with  its  super-  ' 
vision  of  interstate  commerce  and 
travel.  It  is  done  effectively  and  in 
perfect  accord  with  the  Public  Health 
Service,  and  is  another  example  of 
commendable  codperation.  To  re- 
quire the  Public  Health  Service  to  do 
it  because  it  is  logical  to  have  all  public 
health  functions  performed  by  one 
agency  would  probably  involve  in- 
creased cost  and  complication  of 
administration  that  would  be  a  heavy 
price  to  pay  for  the  gain  resulting  from 
a  consolidation  of  functions.  The 
Post  Office  performs  some  public 
health  functions  in  connection  with  the 
mails,  but  it  is  done  in  codperation  with 
the  Public  Health  Service.  To  require 
the  latter  to  go  into  the  Post  Office 
Department  and  do  what  the  Post 
Office  is  now  doing  for  itself  would 
probably  lead  to  greater  rather  than 
less  expense  and  confusion.    The  Bu- 
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reau  of  Mines  is  charged  with  some 
public  health  functions  in  connection 
with  mines,  but  the  work  is  performed 
for  it  by  the  Public  Health  Service. 

The  Department  of  Agriculture  is 
doing  a  large  amount  of  public  health 
work  in  connection  with  food  products. 
That  department  believes  that  it  is 
just  as  logical  to  have  all  invest^ations 
and  regulations  concerning  agricultural 
and  food  products  in  one  department 
as  it  is  to  have  all  public  health  work 
done  by  one  agency.  The  important 
and  extensive  meat  inspection  work  of 
the  government  is  carried  on  by  the 
Bureau  of  Animal  Industry,  a  bureau 
devoted  to  the  invest^ation  of  a  wide 
range  of  problems  in  animal  industry, 
including  the  diseases  of  animals.  The 
inspection  of  animal  carcasses  slaugh- 
tered for  hiunan  food  and  of  meat- 
packing plants  and  processes  seems  a 
very  natural  extension  of  its  work. 
This  is,  of  course,  a  public  health 
function  and  might  be  transferred  to 
the  Public  Health  Service.  But  if  so, 
it  would  replace  one  kind  of  duplica- 
tion by  another,  and  it  is  a  question 
which  is  to  be  preferred.  The  animal 
quarantine  laws  are  also  administered 
by  the  Department  of  Agriculture. 

Again,  the  Bureau  of  Chemistry 
enforces  the  pure  food  laws,  which  is 
in  part  a  publichealth  fimction.  If  this 
were  transferred  to  the  Public  Health 
Service,  there  would  probably  be  two 
chemical  laboratories  instead  of  one 
studying  food  products,  one  in  the 
Department  of  Agriculture  studying 
the  questions  of  production  and  distri- 
bution not  primarily  concerning  the 
public  health,  and  the  other  in  the 
Public  Health  Service  studying  foods 
in  connection  with  the  enforcement  of 
the  pure  food  laws.  Whether  that 
would  be  better  than  the  present 
arrangement  is  the  question.  At  pres- 
ent the  two  agencies  are  codperating 
and  assisting  one  another,    llie  divi- 


sion of  the  Bureau  of  Chemistry  which 
enforces  the  laws  concerning  the  sale 
of  drugs  is  in  charge  of  a  surgeon  de- 
tailed from  the  Public  Health  Service, 
who  has  the  resources  of  the  Public 
Health  Service  and  the  Bureau  of 
Chemistry  at  his  command.  One 
aspect  of  the  matter  that  should  not 
be  overlooked  is  that  the  enforc^nent 
of  the  pure  food  laws  is  largely  an 
educational  matter,  the  aim  being  to 
instruct  and  assist  the  industries,  so  as 
to  obviate  so  far  as  possible  the  neces- 
sity for  prosecution.  It  is  desirable, 
therefore,  that  the  enforcing  agency 
be  thoroughly  in  touch  with  methods 
of  production  and  know  what  is 
possible  and  practicable. 

The  Bureau  of  Fisheries  supervises, 
among  other  things,  the  catching  and 
packing  of  salmon  in  Alaska  and  the 
Coliunbia  River,  to  prevent  their 
extermination  and  to  make  sure  that 
the  meat  is  fresh  when  packed.  The 
latter  is,  of  course,  a  public  health 
function,  but  it  is  much  more  con- 
venient and  economical  to  have  both 
functions  performed  by  one  set  of 
inspectors  than  to  have  two  sets,  one 
representing  the  Bureau  of  Fisheries 
and  deaUng  with  the  culture  and  pro- 
tection of  fish,  and  the  other  with  the 
precautions  to  protect  the  public 
health.  Ilie  latter  method  would 
involve  a  much  more  serious  kind  of 
duplication  than  the  former;  and  it  is 
a  question  whether  it  would  not  be 
less    businesslike   and    less   effective. 

Hie  Bureau  of  Immigration  per- 
forms some  public  health  functions, 
but  there  is  close  cooperation  with  the 
Public  Health  Service,  which  makes 
the  principal  medical  examinations  of 
inunigrants,  as  provided  by  law;  and 
there  is  no  duplication  of  effort  between 
the  two  services.  The  Army  is  con- 
cerned with  public  health,  and  again 
there  is  close  codperation  with  the 
Public    Health    Service.    A    centra! 
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codrdinating  board,  like  the  Federal 
Board  of  Maps  and  Surveys,  might  be 
very  successful  in  securing  niore  effect- 
ive codperation  of  all  federal  agencies 
in  this  important  work. 

Federal  and  State  Cooperation 

More  difficult  than  the  relations  of 
the  d^artments  of  the  Federal  Govern- 
ment to  one  another  in  public  health 
work  is  the  relation  of  the  Federal 
Government  to  the  states  and  cities. 
Here  again  one  can  not  carve  out  a 
block  of  activities  and  say  that  therein 
the  Federal  Government  is  supreme, 
and  outside  it  the  states  and  cities  may 
function  without  restraint.  Over-lap- 
ping of  fields  is  inevitable  and  hence 
there  must  be  cooperation,  and  a  good 
understanding,  and  the  proper  spirit 
of  accommodation,  and  above  idl  a 
desire  to  serve  the  public  as  effectively 
as  possible.  The  bad  consequences  of 
a  lack  of  codperation  and  understand- 
ing are  quite  as  serious  as  duplication 
of  effort,  and  in  some  cases  far  more  so. 
The  whole  problem  calls  for  the  most 
careful  study  and  intelligent  handling. 
No  mere  reorganization  would  solve 
the  difficulties  unless  provision  is  made 
for  codperation  of  the  various  i^encies 
concerned,  federal,  state,  municipal 
and  private,  and  this  applies  not  only 
to  public  health  work,  but  more  or  less 
to  all  the  scientific  and  technical  work 
of  the  government  and  much  of  the 
inspectional  work. 

If  a  more  complete  information 
service  could  be  maintained  among  the 
departments,  so  that  the  information 
or  technical  facilities  existing  in  one 
place  could  be  made  known  and  be 
available  wherever  and  whenever  they 
may  be  needed,  and  thus  mistakes  or 
useless  effort  or  duplication  of  faciUties 
be  avoided,  it  would  be  of  great  value 
to  the  service  and  tend  to  increase 
efficiency.  Much  of  the  value  of 
scientific  and  engineering  societies  hes 


in  the  contact  th^  provide  between 
those  engaged  in  similar  lines  of  work 
and  the  opportunity  afforded  to  get 
this  kind  of  information.  In  the  gov- 
ernment service  this  need  is  partially 
met  in  such  unofficial  ways,  and  also 
partially  through  officisd  channels, 
but  there  is  undoubtedly  room  for 
improvement. 

Barriers  to  Cooperation 

One  of  the  most  frequent  reasons  for 
incomplete  codperation  is  the  lack  of 
funds  to  enable  a  given  bureau  or 
agency  to  do  the  work  in  its  line  that 
another  i^ency  of  the  government 
needs.  In  such  cases  the  bureau 
needing  the  service  will  often  from 
necessity  do  the  work  for  itself,  and 
may  thus  get  a  line  of  work  established 
which  is  continued.  This  is  the  way 
in  which  some  ol  the  map-making 
work  originated.  If  the  Coast  and 
Geodetic  Survey  and  the  Geological 
Survey  had  been  provided  with  suf- 
ficient funds  to  do  all  the  work,  the 
occasion  for  starting  the  work  in  s<mie 
of  the  other  branches  of  the  service 
would  not  have  arisen.  Until  very 
recently  the  transfer  of  funds  from  one 
department  to  another  to  cover  the 
cost  of  work  done  by  one  agency  of 
the  government  for  another  was  not 
permitted.  That  is,  a  bureau  having 
funds  and  needing  an  investigation  or 
survey  or  other  service  could  not  repay 
some  other  bureau  that  was  especially 
qualified  to  perform  that  service  for 
the  cost  of  the  work.  Hence,  if  the 
other  bureau  did  not  have  siuplus 
f  imds  and  so  could  not  bear  the  expense 
without  reimbursement  (a  condition 
that  often  occurs),  the  bureau  need- 
ing the  service  would  be  obliged  to  do 
the  work  itself  or  employ  someone 
outside  the  government  to  do  it. 
This  legal  barrier  to  cooperation  tended 
to  promote  dupUcation.  Since  the 
war,  when  the  necessity  and  advan- 
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tages  of  codperation  among  the  de- 
partments was  so  fully  demonstrated, 
Congress  has  authorized  the  transfer  of 
funds  from  one  branch  of  the  govern- 
ment to  another,  for  services  rendered 
or  to  be  rendered.  The  next  step  will 
be,  when  a  budget  bureau  is  estab- 
lished, not  only  to  permit  such  transfer 
of  funds,  but  to  encourage  or  even  in 
many  cases  to  require  it,  in  order  that 
work  may  be  done  to  best  advanti^e 
and  duplication  of  work  and  f aciUties 
be  reduced  to  a  minimun^ 

It  should  not  be  understood  from 
the  above  that  there  are  no  examples  of 
undesirable  dupUcation  in  the  govern- 
ment, or  that  great  improvements  can 
not  be  made.  On  the  contrary,  many 
improvements  can  and  should  be  made. 
But  many  of  the  cases  of  duplication 
and  waste  frequently  cited  are  appar- 
ent rather  than  real,  and  others  have 
arisen  from  circumstances  beyond  the 
control  of  the  bureaus  concerned.  It 
is  important  in  proposing  remedies  not 
to  suggest  a  worse  condition  than  the 
one  to  be  corrected.  The  problem  is 
exceedingly  difficult,  and  can  not  be 
solved  by  the  same  procedure  in  every 
case.  The  government  service  is  so 
extensive  and  complex  that  there  is 
great  need  of  a  competent  and  effective 
codrdinating  agency,  which  would  be 
able  to  promote  codperation  and  a  good 
understanding  and  largely  eliminate 
unnecessaiy  duplication  of  effort;  and 
such  an  agency  it  is  presumed  the 
budget  bureau  will  become. 

The  Value  of  Research  and  Stand- 
ardization in  Government 

We  have  discussed  above  two  major 
reforms  or  advances  in  the  Federal 
Government  which  it  is  generally 
hoped  may  be  realized  at  an  early  date, 
namely,  (1)  the  classification  and 
standardization  of  the  personnel  of  the 
government,  with  the  accompanjring 
adjustment    in    compensation    when 


necessary,  so  as  to  make  it  possible  to 
maintain  a  high  order  of  pubUc  serv- 
ants and  have  a  competent  and  efficient 
pubUc  service;  (2)  the  establishment  of 
an  executive  budget  handled  by  a  well- 
equipped  budget  bureau,  so  that  the 
work  of  the  government  may  be  syste- 
matically planned  and  codrdinated, 
and  its  various  departments  and  bu- 
reaus may  cooperate  to  best  advantage, 
on  the  one  hand  avoiding  dupUcation 
of  effort  and  equipment,  and  on  the 
other,  seeing  that  important  work  is 
not  n^lected  through  lack  of  provision 
for  it.  A  third  improvement  now 
under  study  and  discussion  is  the 
rearrangement  of  some  of  the  activities 
of  the  government,  so  as  to  form  more 
logical  or  more  convenient  groupings 
and  perhaps  enlarge  or  add  some  activ- 
ities now  inadequately  provided  for. 

These  improvements,  if  fully  real- 
ized, should  constitute  the  greatest 
advance  in  the  effectiveness  and  effi- 
ciency of  the  government  that  has  been 
made  in  many  years.  There  is  a  fourth 
advance  that  can  be  made,  compara- 
ble, I  beUeve,  in  its  beneficial  results 
with  the  others  mentioned,  namely, 
the  application  in  far  greater  measure 
than  heretofore  of  the  methods  and 
results  of  science  to  the  conduct  of 
government.  Science  has  had  an  hon- 
ored place  in  the  scheme  of  the  Federal 
Government,  and  has  rendered  inval- 
uable service  in  many  directions. 
There  would  be  nothing  new  in  what  is 
proposed  except  that  the  utilization  of 
the  methods  and  results  of  science 
would  be  more  general,  and  scientific 
research  would  be  carried  out  on  a 
much  more  adequate  scale  than  here- 
tofore. Scientific  men  should  not  be 
looked  down  upon  as  theorists  nor 
looked  up  to  as  philosophers,  but  re- 
garded as  equally  necessary  with 
business  men  and  lawyers  and  others 
in  the  solution  of  the  manifold  prob- 
lems of  government. 
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In  doing  things  as  well  as  possible, 
whether  in  business  or  in  government^ 
it  is  necessary  to  have  full  information. 
To  know,  and  to  do  as  well  as  we  know, 
is  what  is  needed.  To  solve  the  prob- 
l^ns  of  government  successfully  will 
be  difficult  enough  if  the  fullest  in- 
formation obtainable  by  means  of 
scientific  research  is  available. 

All  experience  shows  that  such  work 
if  wisely  planned  and  competently 
conducted  is  profitable;  it  would  pay 
for  itself  many  times.  As  it  would  be 
an  investment  that  would  return 
dividends  almost  at  once,  its  cost  is  not 
a  serious  objection.  Large  and  suc- 
cessful business  oi^anizations  have 
found  such  use  of  science  to  be  profit- 
able, and  the  business  of  the  govern- 
ment is  no  less  important  and  would 
probably  be  benefited  by  such  work 
no  less  than  that  of  private  concerns. 
During  the  World  War  the  govern- 
ments of  the  various  nations  utilized 
science  extensively  in  devising  metKbds 
of  destruction,  as  well  as  of  protection. 
Should  we  not  be  as  diligent  in  utilizing 
the  creative  and  beneficent  results  of 
scientific  work  in  times  of  peace,  as  we 
were  in  utilizing  it  for  destruction  and 
protection  in  time  of  war? 

In  the  appUcation  of  the  methods 
and  results  of  science  to  the  problems 
of  government,  one  of  the  first  things 
to  come  to  mind  is  the  problem  of 
public  health.  The  war  showed  an 
unsatisfactory  condition  as  to  health  of 
a  surprisingly  large  percentile  of  those 
examined  in  the  draft. 

The  greatest  waste  in  all  ages  of  the 
world  has  been  the  waste  of  human 
life,  and  what  the  government  does  for 
its  people  in  this  respect  is  one  of  the 
best  measiu^s  of  the  quality  of  govern- 
ment as  well  as  of  civilization  itself. 
To  contend  that  the  state  is  concerned 
only  in  minor  degree  for  the  Uves  or 
hesJth  of  its  citizens  assumes  not  only 
callous  unconcern  to  human  suffering. 


but  stupid  indifference  to  economic 
loss.  Such  economic  loss  arises  from 
the  necessity  of  caring  for  the  indigent 
and  from  the  loss  of  production  of 
those  wholly  or  partially  incapacitated, 
and  the  loss  of  those  whose  death  is 
preventable.  A  far  larger  sum  for 
medical  research  and  sanitary  pre- 
cautions would  be  justified  from  eco- 
nomic considerations  alone;  it  would  be 
justified  again  by  the  desirabiUty  of 
rendering  the  maximum  of  service 
practicable  to  the  tax-paying  pubhc; 
it  would  be  justified  still  again  by 
considerations  of  humanity  and  service 
to  mankind.  For  the  benefits  of 
research  in  medicine  are  as  wide  as  the 
world,  and  this  country  can  well  afford 
under  present  circumstances  to  give  to 
those  beyond  our  borders  some  benefit 
of  this  kind  for  all  we  have  received  in 
times  past  from  without. 

In  the  many  social  and  economic 
problems  which  arise  in  connection  with 
government,  there  is  great  opportunity 
to  apply  the  methods  and  results  of 
science,  and  much  is  now  done  in  this 
direction.  Without  going  into  the 
question  of  what  more  should  be  done 
in  this  important  field,  I  wish  to  point 
out  a  line  of  work  which  vitally  affects 
the  conduct  of  the  government's  busi- 
ness, as  well  as  the  interests  of  business 
outside  the  government,  in  which  it 
would  appear  that  very  much  more 
could  be  done  to  advantage  than  is 
now  done. 

One  of  the  commonest  and  most 
necessary  acts  of  government  is  pur- 
chasing materials  and  supplies,  paper, 
ink,  office  equipment,  coal,  lumber, 
machinery,  electric  lamps,  instruments, 
chemicals,  textiles,  leather  goods  and 
hundreds  of  varieties  of  manufactured 
product.  Sudi  government  purchases 
must  be  made  in  the  open  market,  with 
no  favoritism  to  particular  bidders, 
and  the  lowest  or  at  least  the  best  bid 
accepted.    No  officer  of  the  govem- 


Digitized  by 


Google 


M 


The  Annals  of  the  Amebican  Academy 


ment  can  award  contracts  intelligently 
and  fairfy  and  accept  or  reject  deliv- 
eries justly  without  proper  specifica- 
tions and  full  information  as  to  quiU- 
ities.  To  prepare  specifications  that 
are  adequate  and  fair  is  a  difficult 
matter  and  often  involves  extended 
research.  If  the  government  does  this 
work  intelligently  and  does  its  buying 
wisely,  and  tests  deliveries  systematic- 
ally, it  not  only  gets  what  it  bargains 
for,  and  saves  far  more  than  the  cost 
of  the  testily,  but  it  maintains  its 
dignity  and  integrity,  encourages  good 
quality  and  good  workmanship,  raises 
the  standards  of  business,  and  benefits 
the  general  public.  On  the  contrary^ 
if  it  buys  with  inadequate  specifica- 
tions, and  accepts  goods  without  test, 
it  lays  its  representatives  open  to 
charges  of  favoritism  or  collusion, 
encourages  misrepresentation,  discour- 
ages clean  competition,  rewards  the 
dishonest,  and  defrauds  the  taxpayer 
who  ultimately  pays  the  bills.  As 
between  these  two  methods  of  doing 
business,  it  would  seem  that  there  was 
ho  room  for  hesitation,  and  yet  the 
officers  of  the  government  are  often 
forced  to  use  the  second  method  in- 
stead of  the  first  from  the  lack  of  proper 
specifications  and  tests  because  funds 
are  not  available  to  permit  the  proper 
agency  to  do  the  work. 

Examples  of  Government  Testing 

For  many  years  electric  lamps  pur^ 
chased  by  the  government  have  been 
systematically  inspected  at  the  factory 
and  samples  selected  for  test  in  the 
laboratory.  The  information  so  ob- 
tained is  utilized  in  the  preparation 
and  periodical  revision  of  standard 
specifications  which  are  used  in  the 
piu*chase  and  testing  of  lamps.  Elec- 
tric lamps  are  made  by  highly  special- 
ized technical  processes.  It  is  very 
easy  to  make  lamps  that  will  give  light, 
but  difficult  to  make  lamps  of  high 


quality.  Since  government  purchases 
of  lamps  have  been  consolidated  into 
large  contracts  and  lamps  haVe  been 
systematically  tested  according  to 
proper  specifications,  the  prices  have 
been  the  lowest  and  the  quality  of  the 
lamps  the  highest  that  the  market 
affords.  The  ordering  of  lamps  by 
each  department  is  now  a  simple 
routine  ox>eration,  whereas  formerly 
the  separate  purchasing  of  lamps  in- 
volved dealing  with  agents  of  various 
manufacturers  and  guessing  as  to  who 
offered  the  best  values.  The  syste- 
matic testing  of  lamps  by  the  govern- 
ment not  only  protects  the  govern- 
ment in  its  purchases,  but  it  protects 
the  pubhc  in  large  measure,  for  the 
testing  is  a  constant  check  and  stim- 
ulus to  the  manufacturer  and  tends  to 
keep  up  the  quality  of  the  entire 
product,  and  so  benefits  the  public. 
The  value  of  this  work,  which  puts  the 
pu]{2phase  of  lamps  by  the  government 
on  a  business  basis  and  protects  the 
manufacturer  of  a  high-grade  product 
as  well  as  the  user,  is  many  times  the 
cost  of  the  work.  The  influence  of  the 
government,  instead  of  being  hurtful 
as  it  formerly  was,  is  thus  stimulating 
and  helpful  to  the  industry,  tending  ta 
raise  the  quality  of  the  product  and  to 
improve  business  methods. 

The  testing  of  paper  for  the  govern- 
ment is  another  example  of  construct- 
ive work  which  puts  the  government's 
purchases  on  a  business  basis  and  tends 
to  help  the  industry  instead  of  degrade 
it.  Formerly  the  government  bought 
paper  in  great  quantities  on  incom- 
plete specifications  and  accepted  dehv- 
eries  upon  inadequate  tests.  Manu- 
facturers knew  that  they  could  supply 
something  different  from  what  was 
specified,  and  one  who  was  willing  to 
do  so  had  the  advantage  over  one  who 
supplied  what  was  called  for.  This 
resulted  in  many  manufacturers  refus- 
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ing  to  bid  on  goveniment  contraets, 
and  created  an  intolerable  situation, 
which  was  corrected  when  the  speci- 
fications were  made  adequate  and  tests 
were  complete  and  fiystematic.  Such 
work  if  properly  done,  with  the  full 
codperation  of  the  manufacturers, 
leads  to  most  valuable  standardisation 
work,  which  may  in  time  cover  the 
entire  products  of  an  industry. 

The  government  is  a  large  user  of 
textiles.  The  textile  industry  b  one 
of  the  largest  and  most  important  of 
our  industries  and  one  which  concerns 
every  man,  woman  and  child  in  the 
country.  If  textiles  were  standardized, 
so  that  they  could  be  bought  and  sold 
on  adequate  and  intelligent  specifica- 
tions, and  consumers  as  well  as  whole- 
sale and  retail  dealers  .could  know 
what  th^r  are  buying  and  could  get 
what  th^r  pay  for,  it  would  be  of 
enormous  b^cfit  to  all.  Suppose  the 
brand  or  name  of  every  textile  product 
was  defined  in  such  a  way  as  to  convey 
precise  information,  and  the  same  name 
alwasrs  meant  the  same  quality.  And 
suppose  that  dyes  were  tested  and 
certified,  and  one  could  depend  on  the 
mark  as  to  their  permanence,  and  were 
told  what  conditions  they  would  stand 
or  would  not  stand.  Would  it  not  be 
worth  many  millions  of  dollars  every 
year  to  the  public  to  have  such  in- 
formation? And  would  it  not  be  a 
boon  to  honest  dealers,  both  wholesale 
and  retail? 

The  only  class  to  be  injured  by  such 
a  situation  would  be  those  who  thrive 
by  misrepresentation  or  by  selling 
inferior  goods  on  their  appearance 
without  representation.  The  thor- 
ough investigation  of  textiles  and  the 
preparation  of  adequate  specifications 
for  government  purchases,  would  be  of 
great  viUue,  not  only  to  the  govern- 
ment, but  to  the  entire  public.  It 
seems  certain  that  this  work  would  be 


as  us^ul  as  the  grading  of  lumber,  or 
cattle,  or  wheat. 

Cement  is  a  product  that  is  used  by 
the  government  in  large  quantities, 
and  is  a  material  in  which  good  quality 
can  only  be  assured  in  advance  by 
Q>ecial  test.  The  work  of  the  govern- 
ment has  been  thorough  and  creditable 
in  thb  connection  aobd  throu^  codp- 
eration with  the  industiy,  specifications 
have  been  developed  which  are  every- 
where reeognieed  as  standard.  All  the 
cement  for  the  Panama  Canal  was 
iQrstematieally  tested  and  the  integrity 
of  the  work  thereby  assured.  Many 
other  products  employed  in  the  build- 
ing industries  diould  be  studied  thor- 
ough^ and  standard  specifications 
prepared,  and  if  this  b  done  with  the 
cordial  codperation  of  the  industries, 
which  b  assured  in  advance  if  the 
government  would  take  the  lead  ade- 
quately, the  benefits  to  the  entire 
public  would  be  enormous.  Thb  work 
could  also  be  extended  to  include 
methods  of  applying  materiab,  and  to 
a  study  of  heat  retarding  and  fire  resbt- 
ing  properties  of  building  materiab. 
Such  work  b  in  fact  being  done  by  the 
govenunent  on  a  small  scale,  but  it 
ought  to  be  carried  out  on  a  scale 
commensurate  with  the  importance  of 
the  industry. 

Contracts  fob  Supplies 

The  General  Supply  Committee, 
made  up  of  representatives  from  the 
ten  executive  departments  and  acting 
under  the  direction  of  the  Secretary  of 
the  Treasiuy,  makes  contracts  for  a 
great  variety  of  supplies  used  by  the 
government  and  issues  an  annual 
catalog  so  that  all  departments  may 
order  from  the  common  list.  Thb  b 
an  important  step  in  advance  over  the 
former  method  of  independent  pur* 
diase  by  every  agency  of  the  govern- 
ment, but  it  is  far  ^ort  of  what  b 
needed.    At  present,  contracts  are  for 
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an  indefinite  aggregate  quantity  to  be 
delivered  when  called  for  by  any  de- 
partment in  any  quantity  however 
small.  The  contract  extends  over  one 
fiscal  year  beginning  some  months 
after  tiie  time  of  bidding,  and  the 
contractor  must  gamble  on  the  future 
cost  of  his  goods.  There  is  too  great 
an  element  of  chance,  both  as  to 
quantity  needed  by  the  government 
and  the  market  price  during  the  term 
of  the  contract  to  make  it  a  satisfactory 
method  of  doing  business.  The  gov- 
ernment should  buy  in  wholesale  lots, 
for  early  delivery,  and  do  its  own  dis- 
tributing, and  thus  remove  the  uncer- 
tainties as  to  quantity  and  market 
price,  and  make  it  a  normal  business 
transaction.  Moreover,  when  deUv- 
eries  are  made  in  small  lots  at  irregular 
intervals,  it  not  only  greatly  increases 
the  cost  of  delivery,  but  makes  it 
impossible  systematically  to  test  the 
quaUty  of  the  goods  delivered.  If 
deliveries  were  made  in  carload  lots, 
samples  could  be  taken  and  tested  to 
see  that  they  were  in  accordance  with 
the  specifications  or  terms  of  purchase, 
and  thus  no  opportunity  would  be 
offered  to  substitute  something  dif- 
ferent." 

The  present  method  often  leads  to 
very  awkward  and  embarrassing  sit- 
uations. If  the  market  price  falls, 
the  departments  are  obliged  to  pay 
more  for  the  goods  than  they  are  worth, 
and  the  contractor  makes  an  excessive 
profit;  if  it  advances,  the  government 
often  compeb  the  contractor  to  deliver 
the  goods  at  a  loss,  and  he  sometimes 
fails  to  deliver  and  pleads  inability  to 

^Ab  an  example,  several  departments  of  the 
govenunent  recently  received  and  paid  for  a 
large  quantity  of  soap  powder  which  was  after- 
ward discovered  to  contain  8.7  per  cent  of  soap 
instead  of  80  per  cent  called  for  in  the  contract. 
The  contractor  admits  that  it  is  not  according 
to  specifications,  and  is  willing  to  ref mid  a  part 
of  the  pm^hase  price,  but  it  has  not  yet  been 
determined  what  allowance  should  be  made. 


get  the  goods.^^  It  is  exceedingly 
unfortunate  for  the  government  to 
put  its  department  ofiicers  into  such  a 
position,  and  to  compel  them  to  do 
business  under  such  a  handicap.  If, 
on  the  other  hand,  purchases  can  be 
made  in  wholesale  quantity  as  needed, 
and  tested  as  deUvered,  and  the  lowest 
market  prices  always  paid  for  the 
quality  needed,  the  government's  busi- 
ness is  freed  from  the  element  of 
speculation  and  uncertainty,  and  it 
may  be  conducted  in  a  strictly  business- 
like way.  This  will  involve  some 
extra  expense  for  conducting  the  sup* 
ply  department,  but  it  would  save  a 
great  deal  in  the  cost  of  goods  and  also 
in  clerical  and  auditing  work  in  all  the 
departments. 

The  problem  of  specifications  and 
tests  for  materials  and  supplies  is  of 
very  great  importance  also  to  states 
and  municipalities.  To  put  purchas- 
ing on  a  sound  business  basis,  free 
from  even  the  suspicion  of  politics  and 
favoritism,  is  practically  impossible 
without  adequate  specifications  and 
tests  of  materials.  If  the  Federal 
Government  should  codperate  with 
the  states  and  municipalities  on  a  com- 
prehensive program  of  work  of  this 
kind,  it  would  yield  results  of  enormous 
value  to  state  and  municipal  govern- 
ment. This  kind  of  cooperative  work 
also  has  great  educational  value  to 
those  who  participate  in  it,  including 
representatives  both  of  the  govern- 
ment and  of  business.  The  purchasing 
of  suppUes  and  the  lettii^  of  contracts 
give  rise  to  some  of  the  most  difficult 
problems  in  government.  If  there  is 
made  available  in  this  work  the  results 
of  scientific  and  engineering  research 

^  Recently  a  contractor  for  a  material  used  in 
photographic  work  reported  that  the  market 
price  had  fallen  since  he  closed  his  contract  with 
the  government  and  that  he  could  make  a  satis- 
factory profit  at  $8.00  per  pound  instead  of 
$12.00  per  pound,  which  his  contract  called  for. 
This  is,  however,  not  a  frequent  occurrence. 
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and  cooperative  effort  in  the  prepara^ 
tion  of  specifications  and  the  making  of 
tests,  such  work  can  be  done  in  a  way 
to  elevate  and  benefit  both  business 
and  government. 

The  accuracy  and  honesty  of  the 
weights  and  measures  of  trade  are 
assured  by  government  inspection  and 
test.  Conmiodities  are  measured  when 
soki  and  resold,  at  wholesale  and 
retail,  by  weights  and  measm'es  which 
should  comply  when  new  with  proper 
specifications  and  be  maintained  up  to 
a  certain  standard  during  their  useful 
life.  States  and  municipaUties  assume 
the  responsibility  for  the  inspection  of 
ordinary  weights  and  measures,  but 
the  Federal  Government  does  the  work 
in  most  states  for  track  scales  that 
require  special  and  expensive  equip- 
ment to  test,  and  abo  co5perates  with 
the  states  in  their  inspection  work. 
This  work  is  adequately  done  in  some 
cases,  but  it  is  far  from  satisfactory  in 
most  states  and  cities.  Considering 
the  importance  of  the  matter  to  all 
the  people,  and  the  strong  temptation 
to  use  inaccurate  or  fraudulent  weights 
and  measures  where  there  is  no 
inspection,  it  would  appear  that  the 
government  should  support  this  work 
better  than  it  does. 

The  war  called  for  scientific  research 
in  connection  with  the  standardization 
and  makiii^  of  munitions,  finding  and 
using  substitute  materials,  locating 
enemy  guns  by  sound  and  fiash  ranging, 
building  and  equipping  airplanes,  diri- 
gibles and  balloons,  and  many  other 
major  subjects  as  well  as  countless 
minor  ones.  This  called  for  well- 
equipped  scientific  laboratories  and 
the  trained  personnel  of  research 
workers  and  assistants.  The  govern- 
ment laboratories  of  the  principal 
aUied  countries  were  utilized  to  the 
limit  of  their  capacity,  and  idl  kinds  of 
makeshift  faciUties  were  pressed  into 
service.    When  we  came  into  the  war 


the  same  was  true  in  this  country. 
K  preparations  had  been  begun  sev- 
eral years  before,  results  would  have 
been  obtained  sooner  and  the  war 
appreciably  shortened. 

In  view  of  this  experience,  and  the 
probability  that  science  and  technology 
will  be  no  less  important  in  the  future 
than  in  the  past,  the  question  naturally 
arises  whether  this  government  is 
giving  adequate  support  to  scientific 
research  as  a  part  of  its  program  of 
nuUtary  preparedness?  In  time  of 
war  the  civil  branches  of  the  govern- 
ment will  be  called  upon  immediately, 
and  they  will  be  able  to  render  inval- 
uable service  if  they  are  adequately 
equipped  and  manned.  In  the  mean- 
time, pending  the  arrival  of.  the  war, 
which  we  hope  will  never  come,  they 
will  be  able  to  render  useful  service  in 
civil  problems  and  so  be  more  than 
self-supporting.  This  kind  of  prepara- 
tion for  war,  which  adds  nothing  to  the 
military  budget  if  the  civil  depart- 
ments are  adequately  supported, 
should  appeal  to  all  as  practicable  and 
desirable. 

The  above  are  only  a  few  instances, 
which  could  be  multiplied  almost 
indefinitely,  where  scientific  research 
and  q)ecification8  based  thereon,  and 
tests  made  oystematically  by  an  un- 
biased and  competent  agency,  would 
be  of  immense  value  to  the  federal, 
state  and  municipal  governments  of 
the  country.  Specifications  would  be 
made  in  coox>eration  with  the  industry 
and  would  be  accompanied  in  many 
cases  with  standardization  that  would 
be  of  great  value  to  the  general  pubUc. 
Their  value  in  raising  the  standards  of 
business  in  governments,  federal,  state 
and  municipal,  can  hardly  be  over- 
estimated. 

There  is  another  class  of  standards  of 
great  value  to  the  states  and  mimici- 
palities,  as  well  as  to  industry,  in  the 
preparation  of  which  the  Federal  Gov- 
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emment  is  co5peratiiig.  I  refer  to 
safety  and  building  codes  and  other 
standards  of  practice. 

Cooperation  of  the  Federal  Govern- 
ment in  file  Preparatton  of  Safety 
and  Building  Codes  and  Pub- 
lic UtiUty  Standards 

One  of  the  most  valuable  opportu- 
nities for  cooperative  work  by  the  gov- 
ernment is  in  safety  research  and  edu- 
cation; that  is  to  say,  in  studying 
methods  of  reducing  accidents  in  the 
industries  and  in  every-day  life,  in 
formulating  sets  of  safety  rules  or 
codes,  and  in  assistii^  the  accident 
and  industrial  conunissions  of  the 
states  in  adopting  and  administering 
them  and  manufacturers  in  complying 
with  them.  More  than  8,000,000  in- 
dustrial accidents  occur  every  year, 
of  which  £5,000  are  fatal.  Many  mil- 
lions of  dollars  are  expended  annually 
by  employers  for  accident  compen- 
sation and  the  cost  of  insurance, 
and  many  millions  more  are  lost  by 
injured  employes  in  wages  not  com- 
pensated. Several  millions  of  dollars 
per  year  are  also  spent  in  accident 
prevention  work.  Nearly  every  state 
has  an  accident  commission  which  su- 
pervises the  collection  of  compensation 
for  accidents,  but  many  of  them  do 
very  Uttle  to  reduce  accidents.  A  few 
states  have  provided  their  commis- 
sions with  generous  sums  to  enable 
them  to  prepare  safety  rules  and  put 
them  into  effect,  and  vduable  results 
have  been  secured  by  such  efforts. 

Recently  a  comprehensive  program 
of  safety  work  has  been  initiated  in 
whidi  many  agencies  are  cooperating. 
This  work  includes  the  preparation  of 
a  large  number  of  different  safety 
codes,  covering  the  hazards  of  manu- 
facturing in  many  different  industries, 
including  transportation,  mining,  and 
the  use  of  electricity,  gas,  machinery, 
and  explosives  by  the  industries  and 


the  public.  These  safety  codes  are 
more  than  mere  sets  of  safety  rules, 
often  amounting  to  a  standardization 
of  engineering  practice  in  many  as- 
pects of  an  industiy ,  and  being  of  great 
value  in  promoting  efficiency  and  good 
practice  as  well  as  safety.  They  arc 
being  prepared  by  the  active  coopera- 
tion of  all  the  interests  concerned,  in- 
cluding engineering  societies,  industrial 
and  insurance  associations,  state  acci- 
dent boards,  manufacturers  of  ma- 
chinery and  appliances,  and  the  Fed- 
eral Government.  The  work  is  under 
the  general  auspices  of  the  American 
Engineering  Standards  Committee, 
which  gives  its  approval  to  the  codes. 
The  work  of  preparing  the  codes  in- 
volves study  and  discussion,  a  com- 
parison of  experience  and  a  considera- 
tion of  the  best  operating  methods. 
Efficiency  and  good  service  are  con- 
sidered as  prominently  as  safety. 

Some  of  the  more  important  exam- 
ples of  these  codes  are  the  steam  boiler 
code  of  the  American  Society  of  Me- 
chanical Engineers,  the  electrical  fire 
code  of  the  National  Fire  Protection 
Association,  and  the  national  electrical 
safety  code  of  the  Bureau  of  Stand- 
ards. A  national  elevator  code,  codes 
for  steel  mills,  blast  furnaces,  foun- 
dries, machine  shops,  textile  miUs,  saw 
mills,  and  many  other  industrial  estab- 
lishments are  being  prepared  or  are 
under  consideration. 

The  government  is  rendering  a  val- 
uable service  in  this  work,  but  the 
work  suffers  for  lack  of  funds.  The 
industries,  the  engineering  societies, 
and  the  state  commissions  are  doing 
their  share  of  the  work.  The  Federal 
Grovemment's  share  is  important  and 
should  be  well  done,  and  yet  at  a  time 
when  it  should  be  strengthened  it  has 
been  seriously  crippled.  The  cost  of 
the  work  is  trifling  in  comparison  with 
its  value,  and  it  does  not  seem  possible 
that  this  work  will  be  allowed  to  lag  or 
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cease  for  want  of  funds  if  the  general 
public  could  but  understand  its  im- 
mense importance  and  usefulness. 
Aside  from  questions  of  humanity  and 
the  economic  value  of  human  life,  the 
losses  in  wages  and  the  dami^es  paid 
in  conq>ensation  amoimt  to  so  many 
millions  annually  that  the  small 
amounts  required  for  the  govern- 
ment's share  of  the  work  are  insignifi- 
cant in  comparison.  Probably  no 
work  of  the  Federal  Government  b 
more  useful  or  more  productive  in  pro- 
portion to  its  cost,  and  none  is  more 
needed  by  the  coimtiy  at  large.  The 
states  and  the  industries  are  waiting  to 
put  these  safety  codes  into  effect,  and 
the  great  advantage  of  national  uni- 
formity will  result  if  they  are  prepared 
so  well  that  they  can  come  into  general 
use.  The  work  should  be  strengthened 
and  enlarged  at  an  early  day,  as  a 
measure  of  efficiency  and  economy  as 
well  as  of  humanity  and  good  gov- 
ernment. 

How  THE  Government  Assists 

There  are  four  ways  in  which  the 
government  assists  in  this  work  of  pre- 
paring and  putting  into  effect  indus- 
trial safety  codes,  besides  the  part  it 
takes  in  the  initiation  of  the  program  of 
safety  code  work  and  the  general  su- 
pervision and  approval  of  the  work 
through  its  membership  in  the  Ameri- 
can Engineering  Standards  Committee. 

1.  In  the  capacity  of  sponsor,  to 
prepare  some  of  the  safety  codes,  with 
the  assistance  of  committees  repre- 
senting the  industries  and  other  in- 
terests inunediately  concerned.  The 
national  electrical  safety  code,  the 
national  gas  safety  code,  a  national 
aviation  code,  a  code  for  the  protection 
of  the  heads  and  eyes  of  workmen,  the 
use  of  electricity  in  mines,  a  general 
mining  safety^  a>de,  and  other  codes 
have  been  prepared  or  are  being 
planned  by  government  departments. 


either  alone  or  in  conjunction  with 
other  sponsors. 

d.  Representatives  of  the  govern- 
ment serve  on  conmiittees  for  codes  of 
which  engineering  or  insurance  organ- 
izations or  safety  societies  are  sponsors, 
and  are  able  to  render  very  valuable 
assistance  if  they  can  attend  meetings 
and  do  the  work  involved  in  such  serv- 
ice. It  is  exceedingly  important  that 
the  codes  be  consistent  with  one  an- 
other, and  as  uniform  in  plan  and  ar- 
rangement as  practicable,  in  order 
that  th^  may  be  as  acceptable  and 
useful  as  possible  and  come  to  be  used 
in  ev^y  state  so  far  as  its  industries 
require  them.  The  departments  of  the 
Federal  Government  concerned  can 
serve  as  valuable  coordinating  agents 
in  this  work,  if  they  are  provided  with 
the  means  to  work  with,  and  thus  make 
the  work  more  valuable  and  more  gen- 
erally utilized. 

S.  The  Federal  Government  can  be 
of  very  great  assistance  to  state  acci- 
dent commissions  ia  adopting  safety 
rules  and  codes,  if  it  can  send  its  repre- 
sentatives on  request  to  attend  hear- 
ings where  the  codes  are  being  consid- 
ered. This  is  cooperative  work  of  the 
finest  kind  and  of  the  greatest  value. 
The  government  in  no  way  infringes 
upon  the  states'  prerogatives,  but  on 
the  contrary  recognizes  the  authority 
and  responsibility  of  the  states  and 
responds  with  assistance  only  when  it 
is  asked.  It  is  efficient  and  economical, 
for  a  few  experts  in  these  safety  codes, 
many  of  which  are  highly  technical  and 
of  an  engineering  character,  can  ex- 
plain and  interpret  them  to  the  acci- 
dent boards  in  idl  the  states. 

4.  The  government  can  perform  a 
useful  fimction  in  assisting  manufac- 
turers and  the  industries  .generally  in 
their  studies  of  the  codes  and  in  their 
task  of  getting  them  into  use.  This  is 
largely  an  educational  problem.  To 
educate  the  millions  of  workmen  in- 
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volved,  throughout  all  the  states  and 
all  the  industries,  is  a  problem  of  great 
magnitude,  and  the  Federal  Govern- 
ment can  not  afford  to  fail  to  do  the 
little  it  is  asked  to  do  when  the  states 
and  the  industries  are  doing  so  much. 
One  of  the  most  interesting  of  the 
codes  in  this  program  is  the  Aviation 
Safety  Code,  covering  air  planes,  air 
ships  and  balloons,  so  far  as  safety  is 
concerned;  their  design  and  construc- 
tion, their  instrumental  equipment, 
their  operation,  inspection  and  testing, 
the  qualifications  of  aviators,  signaling 
systems,  landing  fields,  and  various 
other  safety  requirements  and  pre- 
cautions. The  preparation  of  such  a 
safety  code  is  an  engineering  and  edu- 
cational work.  The  code  would  be 
useful  to  any  governmental  or  munici- 
pal authority  which  has  occasion  to 
adopt  it  or  parts  of  it;  it  would  be  use- 
ful also  to  aviators  and  the  pubUc  even 
though  it  were  not  enforced  by  any 
governmental  authority.  It  is  impor- 
tant that  before  local  authorities  have 
adopted  various  conflicting  rules  and 
requirements,  there  should  be  a  thor- 
ough study  made  which  can  be  the 
basis  of  reasonably  uniform  rules  and 
requirements,  and  in  view  of  the  many 
hazards  involved,  it  is  none  too  soon  to 
begin  such  a  study. 

BuiLDiNO  Codes 

Another  class  of  standards  of  prac- 
tice akin  to  safety  codes  are  the  build- 
ing codes  of  cities.  They  contain 
many  requirements  regarding  the  con- 
struction of  buildings,  the  question  of 
fireproof  or  fire-resistive  materials,  fire 
escapes  and  exits,  lighting,  ventilation, 
heating,  plimibing  and  in  the  larger 
cities  a  very  large  nimiber  of  other  re- 
quirements. They  need  to  be  revised 
from  time  to  time  as  building  methods 
change,  as  new  materials  or  new  infor- 
mation  are   made   available,    or   the 


growth  of  the  city  makes  new  provi- 
sions desirable. 

But  the  revision  of  such  a  code  is  a 
tremendously  difficult  undertaking  un- 
less information  on  the  properties  of 
materials  and  appUanoes  is  available 
from  a  competent  and  unbiased  source. 
The  Federal  Government  is  in  position 
to  render  a  service  of  immense  value  to 
the  cities  of  thb  country  if  with  the 
cooperation  of  manufacturers,  engi- 
neering spcieties  and  associations  <^ 
municipal  officers  it  will  carry  out  a 
thorough  study  of*  all  the  questions  in- 
volved in  a  city  building  code.  The 
work  should  be  carried  on  continu- 
ously and  indefinitely,  for  new  ques- 
tions and  new  materiak  will  require 
investigation  and  the  work  would 
probably  never  cease.  But  useful  re- 
sults would  begin  to  fiow  from  such  an 
investigation  almost  immediately,  and 
would  continue  so  long  as  the  investi- 
gation lasted. 

Some  very  valuable  work  of  this 
kind  has  already  been  done  by  the 
Federal  Government,  but  it  has  never 
been  adequately  supported.  The 
work  should  be  carried  out  on  a  scale 
commensurate  with  the  importance  of 
the  problem.  It  would  tend  to  stand- 
ardize many  building  operations,  and 
would  in  many  cases  improve  con- 
struction and  in  others  reduce  costs. 
It  is  another  case  ^ere  fuller  infor- 
mation is  needed,  and  where  research 
made  by  a  competent  and  unbiased 
agency  and  made  available  throughout 
the  coimtry  is  the  most  economical  as 
well  as  the  best  method,  and  tends  to 
standardize  and  unify  practice  to  the 
great  benefit  of  the  industry  and  the 
pubUc.  This  is  an  opportime  time  to 
take  up  such  an  investigation  for  there 
is  great  need  of  reducing  the  cost  of 
building,  of  eliminating  needless  labor 
and  materials,  of  standardizing  prod- 
ucts, and  making  information  as 
available  as  possible  to  architects,  to 
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builders,  to  manufacturers  and  to  the 
public  generally. 

Public  Utilities 

The  government  should  cooperate 
actively  with  the  electric  light  and 
power,  gas,  electric  railway,  and  tele- 
phone companies  in  the  study  of  the 
many  engineering  questions  involved  in 
rendering  good  service  to  the  pubUc. 
The  changed  economic  conditions  of 
recent  years  have  made  it  necessary 
for  most  pubUc  utiUty  companies  to 
ask  for  advances  in  rates,  sometimes 
repeatedly.  And  as  prices  decline  it  is 
necessary  for  rates  to  be  readjusted. 
These  fluent  rate  changes  are  diffi- 
cult and  perplexing,  not  only  to  the 
companies  and  the  commissions  hav- 
ing jurisdiction  but  to  the  public  as 
well.  As  the  public  in  the  end  must 
pay  all  the  cost,  the  pubUc  is  vitally 
concerned  in  having  efficient  and  eco- 
noDodcal  management  of  these  utihties. 

The  government  could  render  a  serv- 
ice of  immense  usefulness  and  impor- 
tance by  studying  the  problems  of  the 
public  utilities  and  helping  the  com- 
panies to  secure  more  efficient  opera- 
tion and  a  better  understanding  by  the 
pubUc  of  their  difficulties  and  their 
needs.  The  utiUties  represent  a  spe- 
cial kind  of  partnership  between  their 
owners  and  the  pubUc,  in  which  the 
owners  agree  to  furnish  the  plant  and 
the  service,  and  the  pubUc  grants  a 
monopoly  privilege  and  agrees  to  ac- 
cept the  service  rendered  and  to  pay 
the  entire  cost  plus  a  profit  to  the 
utility  company.  If  the  company's 
credit  is  impaired  or  it  fails  altogether, 
the  community,  as  well  as  the  com- 
pany, suffers.  It  is  evident,  therefore, 
that  public  officials'  and  citizens'  asso- 
ciations should  take  a  keen  and  intel- 
ligent interest  in  pubUc  utihty  prob- 
lems, and  while  being  fair  to  the  utility 
company  should  look  carefully  after 
the  community'^  interest. 


The  government  has  been  rendering 
important  service. in  studying  various 
pubUc  utility  problems  and  working 
out  standards  of  service.  Enough  has 
been  done  to  demonstrate  the  value  of 
such  work  and  to  show  that  coopera- 
tion is  practicable.  But  it  could  render 
a  service  of  vastly  greater  importance 
to  the  utiUties  and  to  the  pubUc,  by  an 
expenditure  of  a  generous  sum  each 
year  for  research  and  education  on 
utiUty  problems.  It  would  cost  less 
than  one  cent  per  year  per  capita  of 
the  country's  population,  whereas  the 
value  of  the  service  that  would  be 
rendered  to  the  public  would  possibly 
be  fifty  times  the  cost.  The  utiUties 
collect  several  bilUons  of  dollars  every 
year  from  the  citizens  of  this  country 
for  service.  To  expend  a  few  cents  out 
of  each  himdred  dollars  paid  for  such 
service  to  improve  the  service  and  in- 
crease efficiency  would  be  conservative 
and  it  could  not  fail  to  be  profitable. 
The  subject  of  this  investigation  con- 
cerns not  only  the  quaUty  and  cost  of 
pubUc  utiUty  service,  but  often  abo 
the  quaUty  of  municipal  government. 
It  is  one  of  the  most  vital  and  far  reach- 
ing questions  confronting  American 
mimicipaUties  and  deserves  to  be  conr 
sidered  very  carefuUy. 

There  is  no  conflict  of  authority  in 
this  work,  for  the  legal  jurisdiction  of 
the  states  and  cities  is  not  questioned. 
The  Federal  Government  co5perates 
with  the  latter  on  request,  and  places 
the  results  of  its  investigations  at  their 
disposal.  The  problems  are  much  the 
same  in  aU  the  states  and  cities,  and  it 
is  economical  to  have  the  investiga- 
tions available  to  aU.  It  is  the  same 
kind  of  voluntary  co5peration  that  ob- 
tains in  the  investigations  of  the  prob- 
lems of  agriculture,  mining,  manufac- 
turing and  education.  Cooperation  of 
business  concerns  in  the  study  of  the 
problems  of  commerce  and  industry 
has  greatly  increased  in  recent  years. 
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Cooperation  among  federal,  state  and 
municipal  governments  in  studying 
problems  of  government  is  equally 
advanti^eous. 

Railway  Reseabch 

The  railroads  of  the  country  are  our 
greatest  public  utility,  probably  equal 
in  magnitude  of  investment  and  annual 
cost  to  the  public  of  all  the  other  public 
utilities  combined.  The  government 
through  the  Interstate  Commerce 
Commission  has  long  exercised  super- 
vision over  the  rates  charged  for 
freight  and  passenger  traffic  in  order  to 
prevent  discrimination  or  overchai^e, 
and  has  also  supervised  equipment  and 
to  some  extent  operation  with  respect 
to  safety.  It  is  now  completing  a  val- 
uation of  all  railroad  property  and  has 
been  given  additional  responsibilities 
since  the  return  of  the  railroads  to 
private  management  and  control. 

Owing  to  the  very  great  increase  in 
wi^es  paid  and  in  the  cost  of  fuel  and 
supplies  the  railroads  are  finding  it 
more  difficult  than  ever  to  pay  ex- 
penses and  earn  a  reasonable  dividend 
for  their  stockholders.  Rates  have 
been  raised  repeatedly  and.  still  the 
revenues  are  insufficient.  It  b,  there- 
fore, more  necessary  than  ever  that 
they  should  cooperate  with  and  help 
one  another;  and  that  they  should  in- 
crease their  efficiency  of  operation  to 
the  very  maximum.  Here  is  an  oppor-^ 
tunity  for  the  government  to  increase 
its  cooperation  with  the  railroads  in 
constructive  scientific  and  engineering 
work  in  order  to  improve  performance, 
to  eliminate  waste,  to  reduce  costs  and 
to  better  the  service. 

Probably  no  one  would  claim  that 
there  is  no  opportunity  for  improve- 
ment in  these  respects,  although  it 
may  be  that  the  possibilities  are  not  as 
great  as  one  would  think.  If,  however, 
it  can  be  shown  that  the  railroads  have 
attained  a  high  degree  of  efficiency  in 


all  these  respects,  and  are  as  economic- 
ally and  efficiently  managed  as  possi- 
ble, or  as  could  be  expected,  the  em- 
ployes of  the  railways  will  undoubtedly 
look  with  much  greater  favor  upon  the 
proposal  to  reduce  wages.  In  the  in- 
terest of  fair  play  and  the  rights  of  the 
public,  which  is  called  upon  to  furnish 
all  the  revenues  from  which  labor  and 
capital  are  compensated,  it  is  highly 
desirable  that  the  railroads  be  operated 
efficiently  and  economically  and  that 
the  public  be  assured  that  such  is  the 
case,  as  should  be  done  with  all  public 
utilities.  We  think  of  private  owner- 
ship of  the  railroads  sometimes  as 
though  they  were  private  property  as 
to  management  but  a  public  utility  as 
to  service  and  rates.  The  railroads, 
like  other  public  utilities,  should  be 
managed  and  maintained  as  public 
utilities,  and  wasteful  competition,  in- 
efficient operation,  and  needless  expense 
should  so  far  as  possible  be  discovered 
and  eliminated.  Certainly  it  would 
appear  desirable  under  present  circum- 
stances for  the  government  to  do  every- 
thing possible  to  cooperate  with  the 
railroads  in  their  efforts  to  increase  their 
efficiency  and  make  themselves  self- 
supporting. 

The  Value  of  Research  and  Standard- 
ization to  file  Industries 

The  problem  of  increasing  produc- 
tion and  reducing  costs  in  the  indus- 
tries, without  increasing  the  length  of 
the  working  day  or  reducing  wi^es  so 
far  as  to  make  impossible  an  American 
standard  of  living,  is  a  fundamental 
one.  We  can  not  invoke  mi^ic,  we 
can  not  get  something  for  nothing,  we 
can  not  depend  so  much  as  formerly 
upon  the  boimty  of  nature.  Only  by 
greater  knowledge  and  increased  effi- 
ciency and  the  more  complete  elimina- 
tion of  waste  can  we  hope  to  comi)ete 
with  other  countries  where  labor  is 
cheaper  and  the  staiidard  of  living 
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lower.  Industrial  research  and  stand- 
ardization will  play  a  large  part  in  the 
solution  of  this  tremendously  impor- 
tant and  di£Scult  problem  provided  it  is 
carried  on  intelligently  and  adequately, 
and  with  the  cooperation  of  all  the  in- 
terests concerned.  To  secure  this  gen- 
eral cooperation  and  the  best  results,  it 
is  imperative  that  the  government 
should  take  an  active  part.  We  have 
discussed  above  the  value  of  research 
and  standardization  in  government  ad- 
ministration. It  remains  to  consider  it 
from  the  standpoint  of  efficiency  in 
commerce  and  industiy. 

There  are  serious  objections  to  gov- 
ernment ownership  or  government  con- 
trol of  business,  although  a  certain 
measure  of  regulation  or  control  is 
necesssary  in  many  kinds  of  business. 
But  it  is  hard  to  think  of  a  valid  reason 
why  the  government  should  not  co5p- 
erate  with  industiy,  for  the  purpose  of 
increasing  the  productivity  of  labor,  of 
reducing  the  waste  of  effort  and  mate- 
rials, of  discovering  new  and  better 
methods,  of  increasing  prosperity  and 
advancing  our  civilization.  Coopera- 
tion of  many  agencies  with  the  aid  of 
the  government  has  been  shown  to  be 
practicable  and  profitable  in  niunerous 
instances.  It  is  welcomed  by  the  indus- 
tries, it  b  beneficial  to  the  public,  it 
strengthens  the  nation.  The  time  is 
ripe  for  such  work,  and  the  industries 
are  calling  for  help.  It  only  remains 
to  provide  those  branches  of  the  gov- 
ernment that  are  in  position  to  do 
work  of  this  kind  the  means  to  work 
with,  and  the  work  will  proceed. 

It  is  sometimes  objected  that  gov- 
ernments are  to  govern  and  not  to 
assist  industry;  let  business  take  care 
of  itself.  But  the  people  suffer  if  busi- 
ness is  inefficient,  those  who  are  em- 
ployed in  the  industries  as  well  as  those 
who  use  the  products  of  industiy. 
Hence  the  concern  of  the  government 
18  not  merely  for  the  welfare  of  the 


owners  of  the  business,  but  for  the  wel- 
fare of  all  the  people  and  the  coimtry  as 
a  whole.  In  some  cases  business  con- 
cerns have  consoUdated  in  great  cor- 
porations, and  come  to  a  position 
where  thjey  carry  on  research  exten- 
sively and  efficiently  without  the  help 
of  the  government,  and  even  gain  con- 
trol of  an  industry. 

Many  instructive  and  convincing 
examples  of  the  value  of  industrial  re- 
search are  afforded  by  the  modem  his- 
tory of  industry,  and  it  is  highly  de- 
sirable that  the  benefits  of  research 
may  be  realized  by  the  industries  gen- 
erdly.  The  National  Research  Coun- 
cil is  actively  engaged  in  promoting 
scientific  and  industrial  research,  and 
the  American  Engineering  Standards 
Committee  is  promoting  engineering 
and  industrial  standardization.  Both 
organizations  are  receiving  the  coop- 
eration of  the  government,  but  not  the 
adequate  and  effective  cooperation 
they  need  and  hox>e  for,  because  the 
government  agencies  concerned  are 
not  given  sufficient  means  to  work  with. 
It  is  believed  that  a  better  apprecia- 
tion by  the  public  of  the  importance  of 
such  work  would  result  in  better  sup- 
port of  this  work  and  great  benefit  to 
the  industries  and  the  public. 

The  Economic  Value  op  Standard- 
ization 

The  American  Engineering  Stand- 
ards Committee  is  a  cooperative  or- 
ganization devoted  to  the  problems  of 
national  and  international  standardiza- 
tion. Twelve  engineering  societies  or 
groups  of  societies,  and  five  depart- 
ments of  the  Federal  Government  are 
represented  in  its  membership.  The 
Committee  is  already  actively  at  work 
in  selecting  sponsor  societies  for  stand- 
ardization work  and  approving  stand- 
ards. The  government  is  rendering  a 
valuable  service  to  the  industries,  and 
thus  to  the  people,  by  cooperating  in 
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this  constructive  and  useful  work. 
Manufacturers  have  not  coSperated 
with  one  another  in  the  past  in  stand- 
ardizing designs  as  much  as  they 
could  have  done  if  there  had  been 
more  adequate  means  of  cooperating. 
They  have  resented  government  dicta- 
tion and  control,  but  they  welcome 
government  cooperation  in  construct- 
ive work  that  benefits  both  them  and 
the  public.  In  many  cases  the  designs 
and  sizes  of  machines  and  materials 
manufactured  by  different  concerns 
are  different  merely  because  develop- 
ment has  been  independent.  In  other 
cases  needless  differences  are  intro- 
duced in  order  to  have  something  dif- 
ferent. In  either  case,  too  many  sizes 
and  designs  and  lack  of  interchange- 
ability  increase  the  cost  to  the  manu- 
facturer, to  the  distributor  and  to  the 
user.  Nothing  promotes  economy  and 
efficiency  in  the  use  of  raw  materials 
and  finished  products  more  than  intel- 
ligent standardization.  It  reduces  the 
varieties  and  sizes  of  materials  that 
must  be  supplied  by  the  manufacturer, 
lessens  the  stocks  that  must  be  carried 
by  the  distributor,  makes  the  cost  of 
the  finished  product  less  and  reduces 
the  trouble  and  expense  to  the  user  in 
caring  for  and  keeping  in  repair  ma- 
chinery and  equipment  of  all  kinds. ' 
The  manufacture  of  scientific  instru- 
ments has  recently  come  to  be  an  im- 
portant industry  in  this  coimtry. 
This  is  partly  owing  to  the  greater  use 
than  formerly  of  scientific  instruments 
in  the  industries,  and  partly  to  the 
war  which  has  largely  reduced  the 
importation  of  scientific  apparatus 
from  abroad.  The  government  would 
do  well  to  cooperate  actively  with  the 
manufacturers  and  with  scientific  and 
engineering  societies  in  standardizing 
and  describing  scientific  apparatus,  so 
that  the  manufacturer  will  know  better 
the  properties  and  capabiUties  of  his 
own  output  of  apparatus,  and  the  pur- 


chaser will  know  how  to  select  appara- 
tus and  whether  he  gets  what  he  orders. 
In  other  words,  scientific  apparatus 
should  be  scientifically  described  and 
inteUigently  used,  and  the  govern- 
ment could  render  an  invaluable  serv- 
ice in  aiding  to  bring  this  about. 

The  metallurgical  industries  have 
been  greatly  developed  in  recent  years 
through  scientific  research,  and  there  is 
now  greater  activity  than  ever  in  this 
field.  The  manufacture  of  glass,  por- 
celain, tile,  and  other  clay  products  has 
been  greatly  stimulated  during  the 
war  by  the  cooperation  of  sci^itific 
laboratories,  and  vast  benefit  would  be 
derived  by  these  industries  if  thb  co- 
operation could  be  continued  and  in- 
creased. The  measurement  of  tem- 
peratures and  especiiJly  furnace  tem- 
peratures is  a  problem  of  increasing 
importance  in  the  industries,  and 
many  scientific  investigations  are  con- 
tinually arising  in  this  connection. 
The  intelligent  and  efficient  develop- 
ment of  aeronautics  depends  on  the 
possession  of  full  and  reliable  informa- 
tion as  to  the  properties  of  materials, 
the  accurate  measurement  of  the  per- 
formance of  machines,  experimental 
researches  in  mechanics  and  aerody- 
namics, and  the  most  intelligent  utili- 
zation of  existing  and  newly  devel- 
oped information.  The  measiu^ment 
of  color  and  of  illumination  and  of  the 
optical  prox>ertie&  of  materials  and  the 
development  of  optical  methods  form 
together  a  field  of  investigation  of 
great  scientific  and  economic  value. 
The  standardization  of  electrical  ap- 
paratus and  machinery,  of  electric 
batteries,  and  of  the  materials  used  in 
their  manufacture  open  a  wide  field  for 
research.  It  is  impossible  even  to 
mention  all  the  subjects  of  importance 
in  this  connection,  but  enough  has 
been  said  to  show  how  vast  the  field 
and  how  practical  the  results  that  are 
obtained  whenever  science  is  appealed 
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to  in  answering  the  problems  arising  in 
the  industries. 

The  high  costs  of  the  services  of  the 
phtmber  have  been  proverbial  for 
years.  Standardization  in  pliunbing 
fixtures  and  fittii^s,  and  interchange- 
ability  of  parts  could  be  carried  further 
than  it  has  been.  This  would  greatly 
reduce  the  charges  for  time  and  mate- 
rial in  making  repairs  as  well  as  in  the 
original  installation.  The  enormous 
and  confusing  variety  of  lighting  fix- 
tures, and  the  bad  design  of  many,  are 
due  to  lack  of  standardization  or  coop- 
eration of  the  manufacturers  with  one 
another.  Inefficient  and  dangerous 
gas  appliances  have  been  sold  to  the 
pubUc  for  years,  and  many  are  still  in 
use.^  The  manufacturers  can  not  be 
blamed,  for  they  can  not  separately 
engage  in  expensive  research  to  arrive 
at  correct  designs.  The  only  practica- 
ble way  is  for  all  to  coox>erate  and  for 
the  government  to  take  an  active  part, 
helping  the  manufacturers  to  study 
these  problems  of  design  and  standardi- 
ization  intelligently  and  thoroughly. 

Such  work  is  constructive  and 
wealth-producing,  and  yields  large  re- 
turns upon  the  investment.  The  bene- 
fit is  almost  immediate  and  not  only 
are  there  material  returns  in  decreased 
costs  and  improved  service,  but  such 
cooperation  between  the  government 
and  the  industries  raises  the  standards 
of  business  and  is  helpful  both  to  the 
government  and  to  the  industries.  It 
emphasizes  good  quality  and  good  per- 
formance and  good  service,  and  re- 
duces misrepresentation  and  exaggera- 
tion in  selling.  Is  it  not  the  duty  of  the 
government  to  cooperate  more  ac- 
tively in  this  constructive  way  with  the 
industries?    No  other  agency  can  per- 

^  It  has  been  estimated  that  the  preventable 
kkss  in  the  use  of  natural  gas  on  account  of  in- 
efficient appliances  and  other  wastage  amounts 
to  more  than  two  hundred  millions  of  dollars 


form  this  important  function.  The 
government  would  do  only  a  part  of 
the  work,  but  that  part  is  of  great  im- 
portance. Engineering  societies,  man- 
ufacturers' oi^anizations,  and  individ- 
ual manufacturing  companies  will  do 
their  part,  and  in  many  cases  the 
greater  part.  But  if  the  government 
refuses  to  do  its  part  on  the  ground 
that  it  would  increase  taxation,  the 
pubUc  will  not  be  satisfied  with  the 
reason  given  when  it  knows  that  at  the 
present  time  out  of  approximately 
$50.00  per  capita  per  annimi  collected 
by  the  government  for  all  purposes, 
scarcely  more  than  one  cent  per  capita 
per  annum  is  expended  by  the  govern- 
ment for  standardization  work^  and  five 
cents  per  year  per  capita  would  accom- 
plish much.  The  matter  is  of  so  fimda- 
mental  importance,  and  promises  re- 
sults of  so  great  economic  and  social 
value,  that  it  is  to  be  hoped  that  some 
more  adequate  effort  along  this  line 
may  be  made. 

In  Great  Britain  the  Engineering 
Standards  Association  is  largely  fi- 
nanced by  the  government,  while  the 
Department  of  Scientific  and  Indus- 
trial Research  is  a  government  body 
financed  entirely  by  the  government. 
The  work  of  these  organizations  is  ex- 
pected to  be  of  great  value  to  industry 
in  that  country,  and  to  be  of  service  in 
developing  its  foreign  trade.  The  ac- 
tivity of  the  government  in  this  work 
lends  value  to  the  standards  that  re- 
sult from  it.  The  American  Engineer- 
ing Standards  Committee  and  the 
National  Research  Council  (of  Amer- 
ica), on  the  other  hand,  are  financed 
entirely  without  government  aid. 
This  is  an  additional  reason  why  gov- 
ernment research  institutions  in  Amer- 
ica should  be  so  well-supporte4  that 
they  can  do  their  full  duty  in  coopera- 
tion with  privately  supported  scientif- 
ic and  industriid  institutions  which  are 
doing  work  in  the  interest  of  the  pub- 
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lie,   and  particularly  standardization 
work  of  the  kind  in  question. 

Summaiy 

Reference  is  made  to  the  criticisms 
of  the  departments  of  the  government 
for  their  inefficiency  and  excessive  cost 
and  the  need  for  greater  economy  and 
better  management.  The  suggestion  is 
made  that  an  examination  of  the  ac- 
tivities of  the  government  and  of  the 
cost  and  useful  results  of  the  work  in 
the  various  departments  would  show 
that  unqualified  criticisms  are  not  jus- 
tified, and  that  the  greatly  increased 
costs  are  due  mainly  to  the  war  and  its 
consequences  rather  than  to  the  ex- 
pansion of  the  normal  civil  activities 
of  the  government. 

The  functions  of  government  are 
classified  into  protective,  conmiercial 
and  developmental,  and  the  fact  noted 
that  the  developmental  functions  of 
the  Federal  Government  tend  to  in- 
crease because  it  is  both  logical  and 
economical  to  have  such  work  as  is  of 
general  interest  in  all  the  states  done 
either  by  the  Federal  Government, 
with  the  cooperation  of  the  states,  or 
by  the  states  with  the  cooperation  of 
the  Federal  Grovemment.  Scientific 
and  industrial  research  is  noted  as  an 
important  example  of  such  develop- 
mental work  which  is  creative  and 
wealth-producing  and  a  necessity 
rather  than  a  luxury. 

The  importance  of  taking  accoimt 
not  only  of  actual  expenditures  by  the 
government  departments  but  also  of 
receipts  derived  from  earnings  and 
sales  of  government  property,  instead 
of  looking  only  at  appropriations,  is 
emphasized.  Examples  are  given 
showing  the  great  difference  between 
appropriations  and  actual  net  expenses 
payable  from  taxation.  In  some  cases 
departments  or  bureaus  are  nearly  or 
quite  self-supporting.  The  total  of 
appropriations  before  the  war,  as  well 


as  since,  were  several  hundred  milHons 
of  dolhurs  per  year  more  than  the  net 
expenses  payable  from  taxation. 

A  functional  classification  of  the  ac- 
tivities of  the  Federal  Government  is 
given,  there  being  eight  groups  repre- 
senting expenditures,  with  revenues 
from  taxation  included  in  a  ninth 
group.  The  first  three  groups  ase 
civil,  and  in  IMO  represented  6.4  per 
cent  of  the  total  expenditures.  The 
five  remainii^  groups  are  military, 
pensions,  obligations  arising  from  the 
war,  interest  and  reduction  of  the  pub- 
lic debt  (paying  for  the  war),  all  of 
which  together  represent  03.6  per  cent 
of  the  total.  • 

A  detailed  classification  of  the  activi- 
ties of  the  Federal  Government  is 
given  under  106  items  or  headings,  fall- 
ing into  the  eight  groups  referred  to 
above.  A  brief  explanaticm  of  this 
classification  is  given,  with  reasons  in 
some  cases  for  the  assignments  made. 
Group  I  includes  the  essential  govern- 
mental activities,  legislative,  executive 
and  judicial  under  forty-nine  headings. 
Group  n  includes  researdi,  education 
and  developmental  work,  under  thirty- 
one  headings.  Group  m  includes  con- 
struction projects  classed  as  public 
works,  under  six  headings.  The  re- 
maining twenty-six  headings  fall  into 
the  other  five  groups  mentioned  in  the 
preceding  paragraph. 

A  balance  sheet  for  each  year  of  the 
eleven  fiscal  years,  1910-20  is  given 
showing  revenues  and  net  expendi- 
tures in  all  the  groups,  together  with 
the  net  deficit  or  surplus  for  each  year. 
The  three  civil  groups  together  had  an 
average  net  expenditure  of  $211,337,- 
288  per  year  for  the  ten-year  period 
1910-19,  equivalent  to  $2.14  per  year 
per  capita  of  the  population  of  the 
country.  In  1920  this  increased  to 
$3.45  per  capita,  for  reasons  g^ven  in 
the  text  and  briefly  mentioned  below. 

The  cost  of  the  war  is  calculated  {or 
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the  four  fiscal  years  1917--20»  by  taking 
the  actual  expenses  of  the  civil  groups 
and  adding  the  estimated  cost  of  the 
miUtaiy  departments,  interest  and 
pensions  as  they  would  have  been  if  the 
war  had  not  occurred,  based  on  pre- 
war figures.  The  excess  of  expendi- 
tures (not  including  loans  to  European 
governments  and  others)  over  the  nor- 
mal e3q>enditures  so  determined  was 
$25,982,723,219,  and  this  may  be 
taken  as  the  direct  cost  of  the  war  dur- 
ing those  four  years.  The  excess  of 
revenue  collected  over  the  estimated 
normal  expenditures  was  $11,818,699,- 
300,  which  covered  45.5  per  cent  of  the 
calculated  cost  of  the  war  during  the 
given  four-year  period. 

A  brief  but  more  sfpecific  statement 
is  made  of  the  functions  and  expendi- 
tures of  the  various  activities  included 
under  the  forty-nine  headings  of  Group 
I,  with  tables  and  illustrative  figures. 
The  total  net  cost  payable  from  taxa- 
tion of  all  these  activities,  including 
Congress,  the  President  and  the  various 
independent  commissions  (Civil  Serv- 
ice, Tariff,  Efficiency,  Interstate  Com- 
merce, Federal  Trade,  the  District  of 
Columbia,  etc.).  Departments  of  State, 
Treasury,  Post  Office,  Justice,  part  of 
the  Departments  of  Interior,  Agricul- 
ture, Commerce  and  Labor,  the  federal 
courts  and  penal  establishments,  op- 
eration of  Panama  Canal  and  public 
buildings,  etc.,  was  $105,755,525  per 
year  average  for  the  ten-year  period,  or 
$1.07  per  year  per  capita  of  the  coun- 
try's population.  In  1920  it  was 
$2.11  per  capita. 

The  total  net  expenditures  for  the 
activities  included  under  research, 
education  and  development  in  Group 
n,  including  fifteen  bureaus  of  the 
Department  of  Agriculture  and  fifteen 
bureaus  or  other  agencies  under  In- 
terior, Commerce  and  Miscellaneous, 
was  $27,838,313  per  year  average  for 
the  ten-year  period,  or  28  cents  per 


year  per  capita.  In  1920  it  was  54 
cents  per  capita. 

The  net  expenditure  for  the  new  con- 
struction projects  included  as  public 
works  under  Group  III,  including 
river  and  harbor  improvements,  Pan- 
ama Canal,  new  public  buildings,  rec- 
lamation service,  etc.,  was  $77,743,451 
per  year  average  for  ten  years,  or  79 
cents  per  year  per  capita.  In  1920  it 
was  80  cents  per  capita. 

The  net  expenditure  for  the  Army 
and  Navy,  Group  IV,  averaged 
$256,971,389  per  year  for  the  seven 
years  1910-16,  $6,302,322,105  per  year 
for  the  three  war  years  1917-19,  and 
$1,348,892,747  for  1920.  During  the 
war  years  it  averaged  25  times  and  in 
1920  it  was  more  than  five  times  the 
pre-war  rate.  Pensions  and  care  of 
soldiers.  Group  V,  averaged  $165,439,- 
944  before  the  war  (1910-16)  andinl920 
was  $329,261,746.  Obligations  arising 
from  the  war.  Group  VI,  were  in  the 
aggregate  as  follows  for  the  four  years 
1917-20:  Railroad  Administration  $1,- 
534,975,574;  Shipping  Board  $3,217,- 
239,085 ;  Food  and  Fuel  Administration 
$170,898,189;  Bureau  of  Industrial 
Housing  and  Transportation,  Council 
of  National  Defense,  Interdepartmental 
Social  Hygiene  Board  and  National 
Advisory  Conmiittee  on  Aeronautics, 
$70,916,818;  National  Security  and 
Defense,  purchase  of  the  Danish  West 
Indies,  European  Food  Relief  and  Lib- 
erty Loan  Campaigns,  $256,430,951; 
total,  $5,250,460,617. 

Less  than  one  per  cent  of  the  above 
was  spent  in  1917, 21  per  cent  in  1918, 
47  per  cent  in  1919,  and  31  per  cent  in 
1920. 

Interest  payments  less  interest  re- 
ceived averaged  during  the  seven 
years  1910-16,  $23,605,213;  during  the 
war  years  1917-19,  the  average  was 
$115,853,240;  in  1920  it  was  $929,131^ 
128.  The  relatively  small  average  dur- 
ing the  war  years  was  partly  because 
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the  war  loans  came  mainly  in  the  later 
years  of  this  period  and  partly  because 
of  large  credits  from  interests  on  Euro- 
pean loans. 

A  comparison  b  made  of  the  expen- 
ditures of  the  civil  branches  of  the 
government  during  the  seven  pre-war 
years  1910-16  and  the  three  war  years 
1917-19.  Group  I,  legislative,  execu- 
tive and  judicial,  increased  from  an 
average  of  $97,718,290  to  $124,509,- 
073  or  26  per  cent;  Group  11  increased 
from  $25,329328  to  $33,692,610  or  33 
per  cent;  Group  II  decreased  from  an 
average  of  $85,408,910  to  $59,857,380 
or  30  per  cent.  The  total  of  the  three 
groups  averaged  $208,456,528  before 
the  war  and  $218,059,063  during  the 
war,  an  increase  of  less  than  5  per  cent. 
During  the  same  time  the  population  of 
the  coimtry  increased  nearly  8  per  cent, 
so  that  the  per  capita  cost  of  the  three 
civil  groups  together  was  slightly  less 
during  the  war  than  before  and  aver- 
aged for  the  ten-year  period  $2.14  per 
year. 

In  1920  the  civil  expenses  increased 
to  $3.45  per  capita.  Group  I  increased 
80  per  cent.  Group  II,  70  per  cent, 
Group  ni,  42  per  cent.  The  principal 
causes  of  increase  in  Group  I  were 
the  large  expansion  of  the  Treasury 
Department  largely  on  account  of  in- 
creased activities  arising  from  the  war; 
the  large  deficit  in  the  Post  Office 
Department  because  of  increased  com- 
pensation of  employes  and  the  rail- 
roads, as  contrasted  with  a  surplus 
during  the  war;  the  increased  compensa- 
tion of  employes  in  all  other  depart- 
ments; the  increased  cost  of  all  kinds  of 
material  and  suppUes;  and  the  growth 
of  the  government.  The  increases  in 
the  Tr^sury  and  Post  Office  account 
for  79  per  cent  of  the  total  increase,  all 
other  departments  and  commissions  21 
]>er  cent.  Of  the  increase  in  Group  II, 
half  was  on  account  of  the  census  of 
9  20  which  is  temporary;  one-fourth 


was  in  agriculture  and  the  remainder  in 
all  the  other  activities.  In  Group  m 
there  was  an  increase  of  17.8  millions 
in  rivers  and  harbors,  and  of  23.5  mil- 
lions in  highway  construction,  and  de- 
creases in  all  the  other  items,  the  total 
net  increase  being  25.2  miUions  or  42 
per  cent. 

In  the  six  years  1910-15,  the  aver- 
age federal  taxation  was  $6.63  per 
capita  of  the  population  of  the  coun- 
try, of  which  $2.19  or  33  per  cent  was 
expended  for  the  civil  activities  in- 
cluded in  Groups  I,  11  and  m.  In 
1916  the  per  capita  taxation  was 
$7.08  of  which  $2.00  or  28  per  cent  was 
for  civil  expenses.  In  1917,  taxation 
was  $9.92  per  capita  of  which  $1.96  or 
20  per  cent  was  spent  for  civil  purposes. 
In  1918,  taxation  was  $37.66  per  capita 
and  $2.15  or  5.7  per  cent  was  for  civil 
purposes.  In  1919,  taxation  was  $38.81 
of  which  $2.21  or  5.7  per  cent  was  for 
civil  piuposes.  In  1920,  taxation  was 
$53.46  per  capita  of  which  $3.45  or  6.4 
per  cent  was  for  civil  purposes.  The 
average  taxation  for  state  govern- 
mental piuposes  throughout  the  forty- 
eight  states  of  the  Union  in  1918  wes 
$4.48  per  capita.  The  average  taxa- 
tion for  municipal  government  in  New 
York,  Chicago  and  Philadelphia  in 
1918  was  $30.22  per  capita.  For  aU 
cities  of  over  30,000  population  for 
eight  years,  1910-18,  it  averaged  $23.10 
per  capita,  while  net  expense  averaged 
$26.21. 

The  various  functions  of  the  Federal 
Government  are  reviewed  in  compari- 
son with  those  outlined  on  pages  2  and  8 
in  order  to  see  to  what  extent  the  Fed- 
eral Government  is  doing  the  things 
that  would  naturally  fall  to  it  in  the  dis- 
tribution of  functions  between  federal, 
state  and  municipal.  The  conclusion 
is  that  the  developmental  functions,  in 
which  the  primary  aim  is  service  rather 
than  control,  and  the  work  is  coop- 
erative and  educational  rather  than 
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administrative  and  governmental^  are 
capable  of  great  extension  without  con- 
flicting with  the  rights  or  responsibili- 
ties of  the  states  and  municipalitiesy  or 
with  private  initiative. 

The  employment  poUcy  of  the  gov- 
ernment is  examined  and  some  legal 
handicaps  to  efficiency  discussed. 
Statutory  positions  with  fixed  and 
often  inadequate  salaries  make  it  dif- 
ficult to  develop  an  efficient  personnel; ' 
the  inequality  of  salaries  in  different 
branches  of  the  service  causing  dissat- 
isfaction and  increasing  the  f  requenpy 
of  transfer  gave  rise  to  legislation 
restricting  transfers  and  promotions 
by  transfer.  A  classified  and  standard- 
ized civil  service  is  greatly  needed^ 
and  it  is  hoped  that  it  will  be 
realized  in  the  near  future.  A  Con- 
gressional Commission  has  classified 
the  service  in  the  District  of  Columbia, 
and  two  bills  have  been  introduced  into 
Congress  embodying  the  results  of  this 
classification. 

The  war  brought  a  great  many  addi- 
tional employes  into  the  government 
service,  but  the  number  has  been  con- 
siderably reduced  during  the  past  year. 
A  comparison  of  the  number  in  the 
service  on  July  31,  1920  with  June  SO, 
1916,  showed  that  the  increases  were 
mainly  in  the  Army  and  Navy,  War 
Risk  Insurance,  Shipping  Board,  Rail- 
road Administration,  and  in  the  Treas- 
ury and  State  Departments,  the  f  imo- 
tions  of  which  have  largely  increased  on 
account  of  the  war.  The  Post  Office  in- 
creased in  four  years  from  250,885  to 
279,072,  an  increase  of  28,187  or  11.2 
per  cent.  The  personnel  in  Washing- 
ton and  throughout  the  coimtry  in  the 
Departments  of  Interior,  Agriculture, 
Commerce,  Justice,  Labor;  the  Panama 
Canal,  Government  Printing  Office, 
Interstate  Commerce  Commission  and 
miscellaneous  bodies  (that  b,  all  activi- 
ties of  the  three  groups  I,  II  and  m 
included  in  the  executive  departments. 


except  Treasuiy  and  State)  increased 
in  four  years  from  81,876  to  84,825,  a 
difference  of  only  S,449  or  4.2  per  cent. 
In  these  f ouryears  the  population  of  the 
country  had  increased  more  than  5  per 
cent.  The  turnover  in  the  personnel 
meantime  has  been  excessive  and  a 
large  part  of  the  employes  are  hence 
relatively  inexperienced.  This  answers 
the  criticism  of  excessive  personnel  in 
these  departments,  and  explains  in 
large  measure  their  reduced  efficiency. 

One  of  the  reasons  that  makes  it  dff- 
ficult  to  maintain  a  high  standard  of 
personnel  and  of  efficiency  in  the 
government  service  in  Washington  is 
the  high  costof  Uving,  and  the  resultant 
skrinkage  in  the  purchasing  power  of 
salaries  in  recent  years.  Thisskrinki^ 
is  only  partially  covered  by  the  war 
bonus  which  does  not  apply  at  all  in  the 
higher  grades  of  the  service.  The  re- 
cent fall  in  prices  and  reduction  in  the 
cost  of  Uving  relieves  the  situation 
somewhat,  but  if  the  proposed  in- 
creases of  salary  were  made,  there 
would  still  be  a  considerable  margin 
between  the  new  salary  scale  and  what 
it  would  have  to  be  to  cover  the  actual 
increase  to  date  in  Uving  costs  since 
1918. 

Much  has  been  said  about  dupUca- 
tion  in  the  government  service,  and 
the  reduced  efficiency  caused  thereby. 
Examples  of  alleged  dupUcation  are 
discussed,  such  as  gathering  of  statis- 
tics, map  making,  scientific  research, 
engineering  work,  and  administration 
and  investigation  in  the  interest  of  pub- 
Uc  health.  Although  there  is  undoubt- 
edly room  for  improvement  in  many 
cases,  nevertheless  in  most  cases  there 
is  good  cooperation  among  the  various 
departments  and  bureaus  concerned, 
and  much  of  the  so-caUed  dupUcation 
is  reaUy  only  apparent.  It  is  beUeved 
that  the  work  is  more  efficiently  car- 
ried on  in  most  cases  than  if  it  were 
concentrated  in  one  place. 
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The  value  of  research  and  standard- 
ization  in  making  the  government  effi- 
cient and  effective  is  pointed  out.  It  b 
important  to  have  as  complete  knowl- 
edge as  possible  concerning  the  prob- 
lems encountered  in  the  administra- 
tion of  the  government)  such  as  those 
involved  in  the  construction  of  public 
buildings  and  other  public  works,  in 
making  contracts  for  supplies,  in  in- 
specting and  accepting  deliveries  on 
contracts,  in  collecting  the  revenue,  in 
discussing  proposed  legislation,  in  en- 
forcing the  law.  The  cooperation  of 
the  Federal  Government  with  states 
and  municipalities,  so  as  to  make  such 
information  available  to  all,  would  be 
he^ful  to  good  government.  The  mil- 
itary vahie  of  such  research  is  consid- 
erable, as  it  would  aid  in  purchases  of 
instruments  and  materials  and  in  the 
solution  of  military  problems,  and 
would  develop  scientific  methods, 
equipment  and  men  available  for  re- 
seardi  in  time  of  war. 

The  cooperation  of  the  government 
in  the  work  of  preparing  safety  codes, 
building  codes,  and  public  utili^  stand- 
ards, which  are  adopted  and  forced 
by  states  and  municipalities  and  used 
by  the  industries  as  standards  of  good 
practice  even  if  not  formally  adopted 
by  any  administrative  agency,  b  of 
the  greatest  importance.  These  codes 
are  sometimes  prepared  by  &  single 
state  or  city  and  sometimes  co5pera- 
tivdy,  by  the  joint  effort  of  the  gov- 
ernment, engineering  societies,  the  in- 
dustrial and  public  utility  interests, 
and  the  states  and  mimicipalities. 
The  problems  are  much  the  same  in  all 
the  states  and  hence  the  cooperative 
method  is  economical  and  favors 
standardization;  many  states  and  cities 
and  many  industries  can  thus  use  the 
same  codes  and  standards,  or  substan- 
tially the  same,  and  so  avoid  duplica- 
tion of  effort  and  confusion  of  practice. 
Such  work  is  constructive  and  helpful. 


promotes  industrial  and  governmental 
efficiency  and  should  be  encouraged  and 
developed. 

Industrial  research  and  standardisa- 
tion for  the  purpose  of  improving 
methods  and  reducing  waste  in  the  in- 
dustries is  another  kind  of  creative  and 
wealth-producing  work  which  the  gov- 
ernment should  carry  on  more  ac- 
tively. The  problem  of  increasing  pro- 
duction and  reducing  costs,  without 
increasing  the  length  of  the  working 
day  or  reducing  wages  below  an  Amer- 
ican standard  of  living,  is  a  funda- 
mental one.  Such  work  will  stimulate 
industry,  promote  our  foreign  trade, 
elevate  business  methods  and  bring 
about  a  better  understanding  between 
the  government  and  business.  Coop- 
eration in  business  b  increasing 
constantly,  and  cooperation  between 
the  government  and  business  in  im- 
proving methods  and  increasing  effi- 
ciency in  manufacturing  and  distribu- 
tion, and  in  solving  many  other 
problems  of  business  can  not  fail  to  be 
beneficial  and  profitable. 

Conclusion 

Probably  everyone  will  grant  that 
the  government  should  do  more  than 
it  has  yet  done  to  raise  the  standard  of 
its  personnel,  to  improve  its  methods, 
to  increase  its  efficiency,  to  develop 
the  public  domain,  to  cooperate  with 
industry,  to  create  wealth,  to  give  the 
maximum  of  service  to  the  people. 
As  the  war  has  greatly  increased  the 
national  budget,  and  the  industrial  de- 
pression has  emphasized  the  demand 
for  a  reduction  of  the  burden  of  taxa- 
tion, the  question  arises  as  to  whether 
the  government  can  do  the  things  that 
are  needed.  In  thb  discussion  no 
opinion  b  expressed  as  to  the  relative 
proportion  of  the  total  expenditures 
that  should  properly  be  devoted  to 
military  and  civil  purposes.  It  b, 
however,  urged  that  the  primary  func* 


Digitized  by 


Google 


Sources  of  Rbvsnue  of  the  States 


lis 


lions  of  govemment, — ^legislative,  exec- 
utive and  judicial, — are  essential,  and 
the  agencies  through  which  they  are 
exercised  should  be  made  as  efficient 
and  eflFective  as  possible;  that  research, 
education  and  development  are  not 
only  necessary  to  the  pubUc  welfare 
and  helpful  to  conmierce  and  industry, 
but  they  are  creative  and  wealth-pro- 
ducing, and  tend  to  lighten  rather  than 
increase  the  burdens  of  taxation;  and 
that  the  money  put  into  public  works 
(if  wisely  e]q)ended)  is  a  profitable  in- 
vestment which  aids  materially  in  the 
develc^ment  of  the  public  domain  and 


the  country  as  a  whole.  As  all  of  these 
activities  together  represented  in  1920 
only  6.4  per  cent  of  the  taxes  collected, 
they  would  amount  to  less  than 
20  per  cent  of  the  whole,  if  the  ex- 
penditures for  these  piurposes  were 
doubled  and  the  total  of  taxes  col- 
lected were  reduced  by  one-third. 
That  would  make  possible  a  great  in- 
crease in  the  constructive  service  and 
welfare  work  of  the  government,  and 
still  leave  more  than  three  billion 
dollars  per  year  for  military  expendi- 
tures, pensions,  interest  and  the  re- 
duction of  the  public  debt. 


Sources  of  Revenue  of  the  States  with  a  Special  Study 
of  the  Revenue  Sources  of  Pennsylvania 

By  M.  L.  Faust 

Instructor  in  Political  Scienoe»  University  of  Penn^lvania 


THE  perplexing  problem  of  provid- 
ing increased  revenues  to  meet 
the  constantly  growing  expenditures  of 
the  state  governments  without  dis- 
turbing their  economic  tranquillity  is 
the  perennial  nightmare  of  the  legis- 
lators of  our  several  commonwealths. 
If  the  states  are  to  continue  expanding 
their  activities,  as  public  opinion  is 
demanding,  additional  sources  of  reve- 
nue must  be  found  or  old  sources  must 
be  rendered  more  productive.  It  may 
be  a  valuable  aid,  therefore,  to  a  cor- 
rect appreciation  of  this  problem  to 
demonstrate  with  the  aid  of  simple 
diagrams  the  present  revenue  sources 
of  the  states,  the  per  capita  contribu-> 
tion,  and  the  relative  productivity  of 
each  source.  Furthermore,  it  may 
prove  of  particular  interest  to  supple- 
ment this  study  of  the  states  with  a 
special  study  of  the  revenue  system 
ol  Pennsylvania,  certain  features  of 
which  are  both  unique  and  suggestive. 
Table  I  presents  an  analysis  of  the 


aggregate  revenue  receipts  of  the  states 
for  the  year  1919.  These  statistics 
incorporate  the  revenues  collected  for 
the  fiscal  years  ending  on  some  date 
between  July  1,  1918  and  June  SO, 
1919,  and  are  the  latest  statistics 
available  for  this  purpose. 

It  is  evident  in  the  first  place  from 
chart  I  that  the  states  are  largely 
dependent  upon  taxation  for  their 
revenue,  since  taxes  yielded  78.2  per 
cent  of  the  total. 

Only  seven  states  in  1919  received 
less  than  GO  per  cent  of  their  revenue 
receipts  from  taxes.  In  this  group 
were  Minnesota,  Missouri,  North  Da- 
kota, South  Dakota,  Montana,  Idaho, 
and  Wyoming.  States  deriving  almost 
90  per  cent  or  more  of  tjieir  revenue 
receipts  from  taxes  were  Pennsylvania, 
New  York,  New  Jersey,  and  Illinob. 
The  general  departmental  receipts 
rank  next  in  importance  to  taxes  and 
comprise  those  amounts  received  by 
the   states   in   exchange  for  certain, 
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Tablb  I— Reyxnub  Receipts  of  States,  1919 

Per  Per 

Capita  Cent 
Taxes: 

1.  General  property $237,284,778              2.26  85.1 

2.  Special  property 104,222,552                .99  15.5 

8.  Business 122,667,886              1.24  19.4 

4.  Non-business  license 48,025,780  .88  5.9 

5.  Other  special  taxes 18,554,068  .18  2.0 

6.  PoU 2,114,708  .02  O.S 

$527,819,167  5.02  78. « 

Other  Than  Taxes: 

7.  Earnings  of  general  departments $88,208,459  .79  12.8 

8.  Highway  privileges,  rents,  interest 86,518,164  ,S5  5.4 

9.  Subventions,  grants,  donations 17,098,649  .16  2.5 

10.  Special  assessments 4,408,216  .04  0.7 

11.  Earnings  of  public  service  enterprises. . . .        8,806,147  .08  0.5 

12.  Fines,  forfeits,  escheats 2,878,400  .08  0.4 

Grand  Total $675,217,202  6.48  100. 

services    performed,    including    prin-  Highway  privileges  and  rents  are 

cipally   the   fees   collected   by   state  of  comparative  insignificance,  but  the 

officials,  charges  for  the  regulation  of  interest  collected  by  the  states  on  their 

general  and  special  funds  forms  a  con- 

^•^^"v.  ttderable  item,  accounting  for  4.2  per 

^"T^^  cent  of  the  total.    The  source  desig- 

\  nated  on  the  chart  as  "subventions, 

^p!»praiT         /           \\  ®*^'"    n^cludes    subventions,    grants, 

35J^*          /  ^^SSkWy\  \  donations,  and  pension  assessments, 

»s.5ife     \    \  although  subventions  are  by  far  the 

most  important  item,  and.  refer  to  the 

loi::^^^— 5**^:^--'/  contributions  made  by  the  national 

V^^^^^^^^^^    \    ^^^%A%     /    /  government  to  the  states  chiefly  for 

Vi^^r/v*  i^       \           '  ^     /  /  educational  purposes  and  for  the  relief 

'  -vC^'^^'^^^^^     /  *   \               /  /  ^'  indigent  soldiers  and  sailors,  high- 

^^^\^c}^<f  1^  /  &     \           /  /  ways,  experiment  stations,  and  agri- 

.  ^Vs^  ^  /  ^  *S  \  ^y^ y  cultural    extension.     Donations     are 

^^^^i^s^j^;^^ ^^^y^  contributions  made  by  private  indi- 

■"  viduals  and  corporations  generally  for 

Chart  I  charitable  and  educational  activities, 

Per  Cent  Distribution  of  Aggregate  Revenue  and     pension     assessments     refer     to 

Receipte  of  Stotes.  I9i9i  amounts  collected  from  state  employes 

»SeeFmaAciaZ5«a<i.iic.o/5«a««.1919.  ^^    ^^^^    ^^^j    tcachcrS    and    Other 

financial  institutions  and  other  cor-  persons  who  may  participate  in  the 

porations,  income  received  in  develop-  benefits  enjoyed  from  such  funds.   The 

ing  agriculture,  and  amounts  collected  amounts  from  these  various  sources  are 

by  the  states'  charitable  and  corrective  inconsiderable,  however,  yielding  only 

institutioBB  and  hospitals.  S.5  per  cent  of  the  total  receipts,  of 
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which  ahnost  2  per  cent  were  the  fed- 
eral subyentions.  The  source  desig- 
nated as  '^aU  other"  includes  receipts 
from  the  earnings  of  public  service 
enterprises,  amounts  accumulating 
from  fines,  forfeits,  and  escheats,  and 
sums  collected  by  special  charges  and 
special  assessments. 

State  Taxes 

In  analyzing  the  most  important 
source  of  revenue — ^taxation — ^reference 
must  be  made  to  the  charts  and  tables 
to  understand  the  significance  of  the 
taxation  receipts,  both  in  their  relation 
to  the  entire  revenue  system  and  also 
in  their  relation  to  the  aggregate  tax- 
ation receipts.  The  traditional  gen- 
eral property  tax  continues  as  the  bul- 
wark of  the  revenue  systems  of  the 
states,  suppl3ring  45  per  cent  of  the 
taxation  receipts  and  35.1  per  cent  of 
all  the  revenue  receipts.  As  defined 
by  the  Census  Bureau  the  general 
property  tax  includes  ''all  direct  taxes 
upon  real  property  and  taxes  upon 
other  property  which  are  apportioned 
and  levied  by  substantially  the  same 


methods  employed  in  apportioning 
and  levying  taxes  upon  privately  owned 
real  property."    As  a  source  of  state 


Chabt  n 

Per  Cent  Distribution  of  Aggregate  Taxation 

Receipts  of  States  1919^ 

^Financial  8tati9iie$  cf  8taU9, 1919. 

revenue  the  general  property  tax  has 
been  completely  abandoned  by  Penn- 
sylvania and  Delaware,  and  California 
realizes  only  a  very  insignificant  sum 
from   this   same   source.    In  all  the 


4. 


Table  11 — ^Taxation  Receiftb  Classified 

General  property $237,«34,778 

Inheritance 45,770,365 

Cori>orate  stock 45,525,564 

Savings  bank 6,031,201 

AU  other 9,895,422 

Insurance  companies 25,954,062 

Other  incorporate  companies 60,210,823 

Income  of  individuals 5,278,284 

Liquor  licenses 14,228,151 

Business  licenses 13,780,307 

AU  other 3,215,709 

Motor 43,950,522 

Hunting  and  fishing 3,250,506 

Dog  licenses 728,558 

Permits 93,251 

All  other 2,893 

Other  special  taxes 13,554,063 

Poll  tax 2,114,708 

Taua $527,819,167 


45.0 

8.6 

8.1 

1.1 

1.9 

4.9 

11.4 

1.0 

2.8 

2.6 

0.6 

8.3 

.6 

.1 

.1 

2.5 
.4 

100. 
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Table  m— Retentts  Rbceiftb  of  Pennstltaioai 

Tw  Pmr 

Capita  Cent 
Receipts  from^Taxes: 

1.  Special  property $27,850,941              8.11  57.9 

2.  Other  special  taxes 974,024                .11  2.1 

8.  Busmess 9,194,410              1.08  19.4 

4.  Non-business  license 4,888,895  .51  9.8 

$41,858,270  4.76  88.7 

All  Other  Receipts: 

5.  Fmes,  forfeits,  etc $141,181  0.02  O.S 

6.  Subventions,  gifts 825,726  0.04  0.7 

7.  Eammgs  of  general  departments 4,662,487  .58  9.9 

8.  Interest 214,619  .02  0.4 

OraniToUd $47,202,288  5.87  100. 

^This  report  includes  the  fiscal  yean  ending  between  July  1, 1918,  and  June  SO,  1919.  Since  the 
Pennsylvania  fiscal  year  ends  November  80,  the  data  in  this  report  for  Pennsylvania  are  for  the 
fiscal  year  1918. 

other  states,  the  general  property  tax  of  the  amount  of  corporate  stock  or 

not  only  furnishes  a  considerable  por-  corporate  indebtedness,  taxes  upon  the 

tion  of  the  revenue,  but  in  twenty-  deposits  of  savings  banks  that  are  in 

excess  of  a  certain  amount,  and  inheri- 

^^.^^  tance    taxes.    This    source    supplied 

^'^jJSv  15.5  per  cent  of  the  total  revenues  and 

"^\  19.7  per  cent  of  the  taxation  receipts 

PWPERTY         \X         ^'  ^^  ^^^^  ^  ^^^^-     ^  ^®  ®^*^ 
57.9>i         \?X       with  the  exception  erf  Wyoming  and 

^*»      New   Mexico    levy   special   property 
taxes.    There  a*e  only  a  few  states, 

I n iALLo;a£SJAft "Vf^  I    I      however,  which  use  this  source  inten- 

VV^^''''''''y7l  ^\  /   /      ®^^^'^"    ^  ^®.  ^^  $104,222,552  re- 

\t  V^'^l^  jd^  I  ^^^\    /  /      ceived  from  this  tax  48.1  per  cent  was 

\t\  "^y^^    I     »«'»*«5     ^y  /       collected  in  Pennsylvania  and  New 

^     ^  ^  /  ^  y  The   most   important   single    item 

under  the  special  property  taxes  is 
the  tax  on  inheritances.    The  inheri- 
Q^^^^  m  tence  tax  netted  8.6  per  cent  of  all  the 

Per  Cent  Distribution  of  Revenue  Receipt,  of     ^  f*^^  ^l  "^  »*?*«»  ^  ^^}^' 
Pennsylvania^  Nebraska,    South   Carolma,   Florida, 

>  Ftnanoaz  iStcuirtict  <^  iState«,  1919.  &nd  Alabama  are  the  only  states  that 

received  no  revenue  from  this  source. 

three  of  the  states  two-thirds  of  the  It  is  most  productive  in  New  York 

taxation  receipts  are  derived  from  it.  where  it  yielded  18  per  cent  of  the 

Special  property  taxes  include  prin-  receipts  to  that  state  from  taxes.    The 

cipidly  taxes  upon  property  of  corpora-  corporate  stock  tax  is  not  used  so 

ti«m8  levied  generally  upon  the  basis  extensively  as  the  tax  on  inheritances, 
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yet  the  receipts  from  the  corporate  and  of  building  and  loan  associations, 
stock  tax  approximate  the  total  from  specified  loans,  investments,  tonnage 
inheritance  taxes,  furnishing  8.1  per  of  vessels,  and  secured  debt,  all  yielding 
cent  of  the  state  taxes.  Pennsylvania 
alone  collected  more  than  one-third  of 
this  sum.    Massachusetts,  Connecti-  y^\^^ 

cut,  Rhode  Island,  New  York,  Ohio, 
Missouri,  and  California  collect  large 
amounts  from  this  source.  But  in 
most  of  the  western  and  southern 
states,  the  amounts  received  are  neg- 
ligible, and  fifteen  states  do  not  even  i  oTHtp-t::.*—  jt^  all  oTHCf 
use  the  tax.  The  tax  on  the  deposits 
of  sayings  banks  is  found  in  the  New 
England  states,  and  New  York,  Dela- 
ware, and  Maryland.  Massachusetts, 
which  uses  this  tax  to  a  far  greater 
degree  than  any  other  state,  realized 
$1,926,090  from  it  in  1919.  The  source 
"all   other"   under  special  property  ^         jy 

taxes  on  chart  II  (p.  115)  includes  in  ^    ^    .  r^-^^u  *•      « ^r     «•     »     •  ^  ^ 

J  j«x«       X     xi.    X  •         L      1  P«f  Cent  Distnbution  of  Taxation  Reoeiptf  of 

addition  to  the  tax  on  savmgs  banks,  Pennsylvania  1»18* 

which  netted  1.1  per  cent  of  all  state  tjrMMnc^AoiMi»cto^sia<««,i9io. 

taxes,  taxes  in  certain  states  on  the 

properties  of  telegraph,  telephone,  in-  the  remaining   1.9  per  cent  of  the 

surance,  and  street  railway  companies  special  property  taxes. 

Table  IV — Revenue  Receipts  fbom  Taxes  in  Pennbtlvania,  1918 

1.  Special  Property 

Inheritance $5,646,588  18.5 

Corporate  Stock 15,998,907  88. « 

All  other  (corp.  loans) 5,710,496  18.6 

$27,850,941  65.8 
St.  Business 

Licenses  (other  than  liquor) 970,868  2.4 

Liquor  traffic 1,540,077  8.7 

Insurance  companies 2,827,140  &,& 

Other  incor}>orate  companies  (gross  receipts  tax) 2,287,750  5 . 2 

All  other 2,118,575  5.1 

$9,194,410  21.9 
8.  Non-Business  License 

Hunting  and  fishing $809,681  .7 

Motor  registration 4,029,264  9.8 

$4,888,895  10.5 

4.  Other  Special  Taxes 

(Bonus  on  charter) 974,024  2.8 

ToUd  Tax  ReoeipU $41,858,270  100. 
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The  business  taxes  are  becoming  of 
increasing  importance  today  in  the 
revenue  systems  of  the  states.  These 
taxes  are  exacted  from  persons  and 
corporations  in  proportion  to  the  vol- 
tmie  of  their  business  or  by  reason  of 
some  business  activity  in  which  they 
are  engaged.  At  present  they  are 
supplying  one-fifth  of  the  total  rev- 
enues of  the  states  and  23.3  per  cent  of 
the  taxation  receipts.  In  New  York, 
business  taxes  furnish  35  per  cent  of 
aU  the  taxes  collected;  in  Ohio  44  per 
cent;  in  Minnesota  45  per  cent;  in 
California  53  per  cent;  in  Delaware  61 


most  states  the  business  taxes  are  a 
favorite  means  employed  to  exact 
contributions  for  the  public  purse  from 
the  corporations.  These  taxes  are 
levied  in  a  variety  of  ways,  usually 
proportionate  to  the  volume  of  busi- 
ness of  the  corporation,  as  for  example 
the  gross  receipts  tax  of  Pennsylvania. 
The  1  per  cent  yielded  by  the  business 
tax  classified  as  income  of  individuals 
was  collected  in  nine  states.  Con- 
necticut alone  realized  $2,595,835  from 
this  source,  more  than  one-half  ci  the 
total  amount  received. 
The  license  business  taxes  consist  of 


Table  V — ^Analysis  op  the  Vamous  Sources  op  Taxation  Receipts  in 
Pennsylvania,  1908-1919 


Total 

1903 $18,333,0«7 

1913 27,502,417 

1915 29,930,502 

1916 30,437,716 

1917 35,039,290 

1918 29,911,027 

1919 41,858,270 


Other 

JVofi^ 

General 

Special 

Special 

Busi- 

Busi- 

Property 

Property 

Taxes 

ness 

ness 

19.2 

48.7 

... 

32.1 

...  * 

4.5 

68.6 

> . . 

24.7 

2.2 

68. 

■  ■  • 

26. 

6. 

66.7 

1.3 

25. 

7. 

66.2 

2.5 

23.5 

7.8 

65. 

5.2 

27.9 

11.8 

65.3 

2.3 

21.9 

10.5 

per  cent.  These  taxes  also  find  inten- 
sive use  in  Maine,  Connecticut,  Mis- 
souri, Maryland,  Virginia,  Louisiana, 
Oklahoma,  Montana,  and  Mississippi. 
Certain  states,  however,  chiefly  Michi- 
gan, Illinois,  New  Jersey,  Wisconsin, 
Iowa,  Texas,  and  Colorado  depend 
upon  these  taxes  for  only  a  compara- 
tively small  amount  of  their  revenues. 
The  importance  of  the  various  items 
under  the  business  taxes  are  clearly  illus- 
trated in  chart  II  and  table  II  (p.  115) 
jshowing  that  insurance  companies, 
other  corporations,  business  licenses, 
and  other  business  taxes  yielded  4.4 
per  cent,  11.4  per  cent,  5.4  per  cent, 
and  1.6  per  cent  respectively.  Only 
three  states,  Michigan,  Virginia,  and 
Nevada  failed  to  levy  any  taxes  on  the 
bimness  id  insurance  companies.    In 


those  taxes  levied  with  the  issuance  of 
a  permit  to  engage  in  certain  business 
activities.  The  most  important  are 
the  taxes  levied  with  the  issuance  of 
Uquor  licenses  or  licenses  to  persons  in 
professional  or  mercantile  occupations. 
In  some  states  license  business  taxes 
also  include  such  license  taxes  as  are 
collected  from  telephone,  telegraph 
and  steamboat  companies.  Even  as 
late  as  1919  the  liquor  traffic  furnished 
2.8  per  cent  of  the  taxation  receipts  <rf 
the  states.  The  source  designated  as 
''all  other *'  under  business  taxes  refers 
to  those  sums  realized  in  certain  states 
from  taxing  the  proceeds  of  mines, 
from  specified  fees  and  commisssions, 
and  from  taxing  the  receipts  of  dealers 
in  specified  products. 
Non-business   license  taxes,   whidi 
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have    become    an    important    source  of  this  amount  $7,799,041  were  col- 

during  the  last  decade  only,  are  taxes  lected  in  New  York.    These  taxes  are 

other  than  upon  business  levied  for  chiefly  incorporation  or  organization 

purposes  of  regulation.    By  far  the  taxes  that  are  levied  at  specified  rates 

most  important  of  these  taxes  is  the  on  the  capital  stock  of  corporations  at 

license  tax  exacted  from  owners  of  the  time  of  their  organization.    They 

motor  vehicles.    Non-business  license  also  include  taxes  on  transfers  of  stock 

taxes  in  1919  supplied  9.1  per  cent  of  andontherecordingof  wills,  deeds,  and 

the  total  taxation  receipts  to  states,  mortgages,  and  on  properties  of  express, 

motor  licenses  alone  accounting  for  telegraph,  and  sleeping-car  companies. 

Table  VI — ^Aggregate  Revenue  Beceipts  from  Vabioub  Soubces,  1913 

Per  Per 

Cajnla  Cent 
Taxes: 

General  property  taxes $282,077,069              3.29  76.2 

Poll  taxes 5,817,855                 .07  1.6 

Special  property  taxes 805,419                .01  .2 

Business  taxes 92,866  

Liquor  licenses 6,577,556                .08  1.8 

Other  business  licenses 1,475,993                .02  .4 

Non-business  license  taxes 1,701,578                .02  .5 

$298,548,336  3.49  80.7 
Other  Than  Taxes: 

Special  assessments,  charges 9,323,078  .11  2.5 

Fmes,  forfeits,  escheats 3,531,537  .04  .9 

Highway  privileges 164,768              .1 

Interest  and  rents 5,531,485  .06  1.5 

Subventions  and  grants 23,682,813  .28  6.4 

Donations  and  gifts 283,233              .1 

Earnings  of  public  service  enterprises 413,329              .1 

Earnings  of  general  departments 28,564,467  .33  7.7 

Orand  Total $370,043,046  4.32  100. 

8.3   per  cent.    Hunting   and   fishing  An  intensive  study  of  the  present 

licenses,  dog  licenses  and  permits  of  revenue  sources  of  the  State  of  Pennsyl- 

various  kinds  yielded  the  remaining  vania  reveals  many  striking  contrasts 

•8  per  cent  from  this  source.  and  interesting  differences  in  the  meth- 

The  other  2.9  per  cent  of  the  taxa-  ods  employed  by  this  state  to  raise 

tion  receipts  as  yet  not  accounted  for  revenue  in  comparison  with  the  meth- 

are  the  receipts  from  the  poll  tax  and  ods  employed  by  the  states  in  general, 

other  special  taxes,  the  former  furnish-  This  can  easily  be  apprehended  by 

ing  .4  per  cent  and  the  latter  2.5  per  comparing  tables  I  and  n  and  charts  I 

cent.    Ten  states  still  use  the  poll  tax  and  11  with  tables  IQ  and  IV  and 

for  securing  state  revenues,  although  charts  III  and  IV.    Taxation  and  the 

only  Indiana,  Virginia,  West  Virginia,  general  departmental  receipts  furnish 

Georgia,  and  Texas  make  this  tax  a  98.5  per  cent  of  Pennsylvania's  reve- 

productive    source.    In    1919    other  nue  receipts,  so  that  these  are  the  only 

special  taxes  yielded  $^13^54,068,  and  sources  really  necessary  to  consider  in 
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studsdng  the  revenue  sources  of  this 
state.  Since  the  departmental  receipts, 
however,  are  of  relative  unimportance 
in  comparison  with  taxation,  it  would 
be  of  little  value  and  interest  to  in- 
clude a  detailed  analysis  of  this  source. 
The  unique  featiu^  of  the  revenue 
system  of  Pennsylvania  is  the  complete 
absence  of  the  general  property  tax. 
Since  191S,  when  the  state  relinquished 
the  general  property  tax  to  the  cities, 
counties,  and  other  municipal  corpora^ 


Because  of  constitutional  provisions 
and  court  decisions  the  LegiisJature  of 
Pennsylvania  cannot  pass  a  law  pro- 
viding for  a  graduated  inheritance  tax. 
The  present  law,  therefore,  provides  a 
levy  of  two  per  cent  and  five  per  cent 
on  the  clear  value  of  all  property  pass- 
ing to  the  lineal  and  collateral  de- 
cendants,  respectively.  The  only  ex- 
emptions permitted  are  the  debts  of 
the  decedent  and  the  expenses  Kji 
administration. 


Table  VII— -Agobbgatb  Revsnxtb  Receipts  of  Counties  of  Pbnnbtlvania,  1918  ^ 

Taxes: 

General  property $1«,552,663  1.94  71.1 

Liquor  licenses 428,857  .07  2.4 

Other  business  licenses 4,710  ....  .... 

Non-business  licenses 188,488  .02  .8 

$18,119,218  2.08  74.8 
Other  Than  Taxes: 

Fines,  forfeits,  escheats 160,082  .02  .9 

Highway  privileges 60,147  .01  .8 

Interest  and  rents 218,274  .08  1.2 

Subventions  and  grants 2,159,941  .SS  12.2 

Eammgs  of  general  departments 1,920,069  .80  11.0 

Earnings  of  public  service  enterprises 7,887  ....  .1 

$17,640,068  8.72  100. 

1  Weakh,  Debt,  and  Taxation  1018  does  not  indude  Philadelphia  County  which  ia  co-extensive  with 
Philadelphia  City. 

tions,  the  state  has  relied  upon  the  By  far  the  most  important  single 
special  property  taxes  for  the  larger  element  of  the  entire  revenue  system 
portion  of  its  revenue.  The  total  of  Pennsylvania  is  the  capital  stock 
revenue  receipts  in  1918  amounted  to  tax.  The  rate  of  this  tax  is  five  mills 
$47,202,233  and  of  this  sum  $27,350,-  and  is  levied  upon  the  actual  value  of 
941  or  57.9  per  cent  came  from  special  the  whole  capital  stock  of  every  joint- 
property  taxes.  The  receipts  from  stock  association,  limited  partnership, 
special  property  taxes  represented  65.3  and  corporation  doing  business  within 
per  cent  of  the  taxation  receipts  and  a  the  state.  The  rate  on  bank  stock  is 
per  capita  revenue  of  $3.11.  Included  four  mills,  on  the  stock  of  fire  and 
in  the  special  property  taxes  in  Penn-  marine  insurance  companies  three 
sylvania  are  the  tax  on  inheritances,  mills,  and  on  liquor  distilling  and  sell- 
the  corporate  stock  tax,  and  the  tax  ing  companies  ten  mills.  It  is  esaen- 
on  corporate  loans.  These  three  taxes  tial  to  note,  however,  that  this  tax 
produce  13.5  per  cent,  38.2  per  cent,  does  not  apply  to  corporations  organ- 
and  13.6  per  cent  of  the  taxation  re-  ized  for  manufacturing  purposes,  since 
ceipts,  respectively.  they  are  exempted  from  paying  this 
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tax  on  stock  actually  invested  in  and 
ezdusively  employed  in  manufactur- 
ing within  the  state.  The  corporate 
bond  tax  is  levied  on  all  bonds  and 
evidences  of  indebtedness  of  private 
and  mimicipal  corporations  held  by 
residents  of  the  state.  It  is  made  the 
duty  of  the  treasurers  of  corporations 
issuing  such  bonds  to  deduct  four  mills 


Chast  V 

Per  Cent  Distribution  of  Aggregate  Revenue 

Receipts  of  Counties  of  United  States^ 

*  W^alA,  IMt,  Taxoium  1018. 

on  every  dollar  of  interest  paid.  The 
capital  stock  tax  is  exceedingly  pro- 
ductive, yielding  88.2  per  cent  of  the 
taxation  receipts,  or  83.8  of  the  total 
revenue  receipts.  The  source  '^all 
other*'  under  the  special  property 
taxes,  including  principally  the  cor- 
porate bond  tax,  furnishes  the  remain- 
ing 18.6  per  cent  of  the  special  property 
taxes. 

The  business  taxes  in  Pennsylvania 
are  of  about  the  same  degree  of  im- 
portance in  the  state's  revenue  receipts 
as  they  are  in  the  aggregate  revenue 
receipts  of  all  the  states.  The  total 
from  business  taxes  amounted  to 
$9,194,410  in  1918,  which  represented 
21.9  per  cent  of  the  taxation  receipts 
and  a  per  capita  contribution  of  $1.08, 


approximately  one-third  of  the  amount 
collected  from  the  special  property 
taxes.  One-fourth  of  the  business 
taxes  were  paid  by  the  insurance  com- 
panies. The  taxes  of  these  companies 
amounted  to  5.5  per  cent  of  all  the 
money  collected  from  taxes.  Domes- 
tic insurance  companies  are  required  to 
pay  a  tax  of  eight  mills  and  foreign 
insurance  companies  a  tax  of  two  per 
cent.  In  both  instances  the  levy  is 
made  annually  upon  the  gross  pre- 
miums received  from  business  done 
within  the  state.  By  far  the  larger 
amount  is  necessarily  paid  by  the 
foreign  companies.  The  other  in- 
corporated companies  referred  to  under 
the  business  taxes  include  chiefly  trans- 
portation companies,  electric  light, 
telegraph  and  telephone  companies, 
and  express  companies,  which  are 
required  to  pay  annually  a  tax  of  eight 
mills  upon  the  gross  receipts  received 
within  the  state.  The  5.5  per  cent 
received  from  this  source  was  paid 
largely  by  the  railroads.  . 

The  business  license  taxes  were 
received  mostly  from  the  liquor  traffic, 
but  they  also  ^  include  license  taxes 
levied  on  professional  or  mercantile 
occupations,  such  as  merchants,  ped- 
dlers, auctioneers,  brokers,  and  private 
bankers.  The  gross  receipts  of  persons 
engaged  in  mercantile  occupations  are 
also  taxable,  and  the  source  designated 
83  "all  other"  under  the  business 
taxes  includes  these  receipts.  Retail 
vendors  of  goods  (in  addition  to  their 
license  tax)  are  required  to  pay  1  mill 
on  each  dollar  of  the  gross  volume  of 
business  transacted  annually.  Whole- 
sale vendors  are  required  to  pay  one- 
half  mill. 

The  non-business  license  tax  pro- 
duced in  1918  a  total  of  $4,888,895 
of  which  more  than  nine-tenths  was 
derived  from  motor  licenses.  The 
source  '^ other  special  taxes"  in  Penn- 
sylvania refers  to  the  tax  generally 
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termed  as  the  bonus  on  charters. 
Corporations  created  under  the  laws  of 
the  state  must  pay  a  bonus  of  one- 
third  of  one  per  cent  upon  the  capital 
stock  authorized.  In  case  there  is  any 
subsequent  increase  of  capital  stock 
the  tax  must  also  be  paid  on  such 
increase. 

Chart  rV  and  table  IV  (p.  117) 
give  an  analysis  in  diagramatic  form 
of  the  sources  of  the  taxation  receipts 
and  their  relative  productivity  just 
described. 

From  the  analysis  in  table  V  (p.  118) 
it  is  evident  that  the  present  revenue 
sources  of  Pennsylvania  have  been 
utilized  for  an  extended  period  of 
years.  The  most  significant  change 
came  in  1913  when  the  state  definitely 
abandoned  the  general  property  tax. 
This  change  in  the  state's  revenue 
system  was  not,  however,  sudden  and 
unexpected,  for  in  the  years  preceding 
1918  the  state  was  gradually  relin- 
quishing its  dependence  on  this  source 
by  continually  increasing  the  sums 
appropriated  to  the  counties  from  this 
tax.  As  early  as  1903  the. special 
property  taxes  were  the  vital  element 
in  the  state's  taxation  system.  Al- 
though fluctuations  are  perceptible  in 
the  amounts  collected  from  year  to 
year,  they  are  not  consistent  enough  to 
justify  the  conclusion  that  there  is  a 
trend  away  from  the  special  property 
taxes.  It  is  not  probable  that  the 
revenue  from  other  special  taxes  will 
increase  or  be  subject  to  important 
changes,  since  this  is  chiefly  the  organi- 
zation or  incorporation  tax,  which 
increases  and  decreases  in  productivity 
with  periods  of  business  expansion  and 
depression.  If  we  except  the  year 
1918,  diuring  which  period  owing  to  war 
conditions  business  was  tremendously 
stimulated,  there  is  apparent  a  slight 
decline  in  the  income  derived  from 
business  taxes.  The  rapid  increase  in 
motor  vehicles  accounts  for  the  sud- 


den growth  of  the  non-business  license 
tax,  and  this  tax  is  unquestionably  a 
source  that  will  remain  a  permanent 
and  productive  source  for  state  reve- 
nues. It  has  compensated  for  the 
slight  decline  in  the  sfpecial  property 
and  the  business  taxes. 

Table  VI  {p.  119)  analyzes  the  aggre- 
gate revenue  receipts  of  all  the  counties 
in  the  United  States  for  the  year  1913. 
These  are  the  latest  statistics  available 
for  such  an  analysis,  although  it  is 
known  that  the  soim^es  and  their  rela- 
tive productivity  have  not  undergone 
any  considerable  change  since  that 
date.  The  counties,  just  as  the  states, 
are  largely  dependent  on  taxes  for  their 
revenue  receipts.  The  principal  sources 
other  than  taxes  are  the  subventions 
and  grants  received  by  the  counties 
from  the  state  governments  and  the 
general  departmental  receipts  which 
include  fees  and  charges  collected  by 
the  county  for  certain  services  rendered 
or  special  benefits  conferred.  Under 
the  revenue  receipts  from  taxation 
little  comment  is  necessary  since  the 
general  property  tax  is  practically  the 
sole  source,  yielding  76.1  per  cent  of 
the  revenue  receipts  and  a  per  capita 
amount  of  $3.29. 

The  counties  of  Pennsylvania  rely 
on  the  general  property  taxes  to  about 
the  same  degree  lliat  this  tax  is  gen- 
erally relied  upon  by  all  the  counties 
of  the  United  States.  Since  the  state 
in  1913  was  still  using  the  general 
property  tax  to  a  limited  extent,  recent 
statistics,  because  of  the  entire  aban- 
donment of  this  tax  by  the  state,  wiU 
show  a  larger  dependence  on  this  tax 
by  the  counties.  In  addition  to  the 
general  property  tax  the  counties  of 
the  state  secure  a  considerable  portion 
of  their  revenue  receipts  from  the  state 
subventions  and  the  general  depart- 
mental receipts.  These  soiux^es  fur- 
nish 12.2  per  cent  and  11  per  cent, 
respectively. 
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Sources  of  Revenue  in  American  Cities 

By  Lane  W.  Lancaster 

Instructor  in  Political  Science^  University  of  Pennsylvania 


IT  has  long  been  a  commonplace 
among  students  of  taxation  that 
the  provision  of  revenues  and  the  wise 
control  of  expenditures  of  city  govern- 
ments constitute  a  vital  problem  in  the 
field  of  public  finance.  Briefly  stated, 
the  problem  has  been  to  provide  by 
equitable  means  ^ough  revenue  to 
permit  efficient  performance  of  the 
many  new  functions  which  pubUc 
opinion  has  devolved  upon  local  gov- 
ernments. The  progressive  urbaniza- 
tion of  our  people  has  accentuated  this 
problem  while  it  has  suppUed  us  with 
proofs  of  its  seriousness. 

In  1909  there  were  in  the  United 
States  158  cities  with  populations  ex- 
ceeding 80,000  and  with  an  aggregate 
population  of  ^,600,000.  Of  these 
158  cities,  16  had  populations  in  excess 
of  800,000.  Financial  statistics  for 
that  year  show  per  capita  revenue 
receipts  of  $26.21  and  governmental- 
cost  payments  of  $80.11  per  capita. 
By  1916  there  were  218  such  cities 
with  an  aggregate  population  of  over 
82,000,000.  Per  capita  receipts  and 
payments  were  $80.88  and  $88.11 
reafpectively.  Li  1918,  the  latest  year 
for  which  figures  are  available,  227 
cities  over  80,000  population  had  a 
total  population  of  well  over  84,000,000. 
Each  of  the  inhabitants  of  these  cities 
made  a  contribution  to  the  city's  treas- 
ury of  $82.75  and  bore  as  his  share  of 
expenditures  a  burden  of  $84.16.  Li 
normal  times  expenditures  of  local  gov- 
enmients  amount  to  45  per  cent  of  the 
expenditures  of  all  governmental  imits, 
federal,  state  and  local.  An  inquiry 
into  the  sources  of  revenue  of  American 
cities  should,  therefore,  be  of  more  than 
ordinary  interest. 


Diu*ing  1918  the  revenue  receipts^ 
of  the  227  cities  with  a  population  over 
80,000  amounted  to  $1,124,094,899. 
Table  I  shows  the  aggregate  figures 
from  each  soiu*ce  and  the  per  capita 
and  per  cent  distribution  of  this  total. 

It  wiU  be  seen  from  this  table  that 
"taxes"  aocoimt  for  slightly  over  70 
per  cent  of  all  revenue  receipts.  By 
"taxes,"  as  the  term  is  used  in  the 
reports  of  the  Census  Bureau,  is 
meant  all  compulsory  revenues  other 
than  fines  and  special  assessments. 
The  term,  therefore,  includes  general 
and  special  property  taxes,  poll  and 
business  taxes  and  various  Ucense 
taxes,  whether  or  not  accompanied  by 
the  issuance  of  a  permit,  and  has  this 
meaning  wherever  used  in  this  paper. 
Of  the  total  of  over  $790,000,000  re- 
ceived from  "taxes,"  nearly  $722,000,- 
000,  or  91.8  per  cent,  is  derived  from 
taxes  on  property.  Of  this  latter  sum 
over  $705,000,000  is  produced  by  the 
general  property  tax,  the  remaining 
$16,000,000  being  secured  from  special 
property  taxes.  The  latter  consisted 
largely  of  taxes  on  bank  stock  and  cor- 
porations, nearly  three-fourths  of  which 
was  collected  by  Massachusetts  and 
New  York  cities.  In  fact,  taxes  on 
property  accoimted  for  64.2  per  cent  of 
all  revenue  receipts.  Over  $66,000,000 
was  produced  by  business  and  Ucense 
taxes,  the  larger  part  of  this  total 

^  The  term  "revenue  receipts,"  as  used  by  the 
Census  Bureau,  includes  those  sums  accruing  to 
the  city  on  revenue  account  and  does  not  indude 
such  receipts  as  arise  from  the  sale  of  invest- 
ments and  supplies.  These  latter  are  known  as 
"non-revenue  receipts."  "Revenue  receipts" 
must  not  be  regarded  as  net,  for  the  govern- 
mental cost  payments  for  the  carrying  on  of  the 
recognised  municipal  functions  must  be  charged 
<^  against  the  "revenue  receipts." 
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TABLE  I 

Total  Agobbgatb  Rjovbnub  Rbcbiptb  fbom  Each  Soubcb  with  Feb  Csnt  and  Pbb 
Capita  Distbibution  of  Thbbb  Totals 

Source 

Taxes $790,577,487 

Special  assessments 

Fines,  forfeits  and  escheats 

Subventions  and  grants 

Donations,  gifts 

Earnings  of  general  departments 

Highway  privileges 

Rents 

Interest 

Earnings  of  public  service  enterprises 


Total 

PeroapUa 

Percent 

$790,577,487 

$28.08 

70.8 

72,678,785 

2.12 

6.5 

|5,75S,081 

0.17 

0.5 

41,277,908  \         .  ^ 
5,209,570/         ^^ 

4.1 

29,526,180 

0.86 

2.6 

15,796,898 

12,588,024 

1.82 

6.6 

84,247,826 

116,494,645 

8.89 

10.4 

ToUd $1,124,094,899        $82.75 


100.0 


being  derived  from  taxes  on  the  liquor 
traffic.* 

Only  one  item  in  table  I  shows  a 
decrease  from  the  figures  for  1917. 
Receipts  from  special  assessments  fell 
oflF  nearly  $11,000,000,  a  decline  which 
is  reflected  in  the  figures  for  expendi- 
tures for  outlays  in  1918.  Receipts 
from  this  source  were  less  in  1918  than 
in  any  year  since  1907,  largely  be- 
cause of  war  conditions  affecting  the 
construction  of  street  improvements. 

Chart  I  is  intended  to  show  in 
graphic  form  the  per  cent  distribution 
of  the  principal  revenue  receipts  for  all 
cities  with  populations  of  30,000  and 
over. 

Table  11  presents  the  per  cent  figures 
for  each  of  the  five  groups  of  cities 
reporting  to  the  Census  Bureau  and 
the  same  figures  for  all  cities.  These 
groups  are:  (1)  Cities  over  500,000; 
(2)  those  between  300,000  and  500,000; 
(8)  100,000  to  800,000;  (4)  50,000  to 
100,000;  (5)  80,000  to  50,000. 

This  table  shows  that,  in  general, 
taxes  are  a  more  important  source  of 
revenue  in  large  cities  than  in  the 
smaller  ones,  the  comparatively  lower 
rate  in  the  three  last  groups  being 
offset  by  proportionately  greater  re- 

*  For  a  definition  of  burineM  tazei  lee  p.  US. 


turns  from  such  sources  as  special 
assessments  and  subventions.  The 
earnings  from  public  service  enter- 
prises are  also  a  more  importantsource 
in  the  smaller  conmiunities.  The  re- 
turns from  such  sources  as  highway 


Chart  I 

Where  Every  Dollar  of  City  Revenue  Comet 

IVom 

privileges,  rents  and  interest  are  nat- 
urally considerably  higher  in  the  larger 
cities. 

Chart  II  shows  graphically  the  rel- 
ative per  capita  figures  for  all  cities 
over  80,000»  and  for  each  of  the  five 
groups. 
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TABLE  n 

Pbb  Cent  Dibtbibution  of  the  Principal  Revenue  Receipts  for  Each  of  the 
Five  Groups  of  Cities  oyer  S0,000  Population 


Group 


Taxes 


I 


£ 


5 


P 


111 


I 

n 
m 

IV 
V 

AU 


66.7 
59.6 
64.2 
60.9 
61.0 
64.2 


0.1 
0.4 
0.5 
0.5 
0.2 


5.9 
6.2 
5.4 

7.2 
7.2 
5.9 


4.7 
7.9 
8.6 
8.7 
8.7 

e.s 


0.4 
0.4 
0.6 
0.8 
0.9 
0.5 


2.0 
8.S 
4.5 
6.9 
5.6 
4.1 


2.6 
8.0 
2.5 
2.2 
2.6 
2.6 


7.7 
4.2 
S.6 
2.6 
2.1 
5,6 


9.8 
10.4 
10.2 
18.0 
11.8 
10.4 


This  chart  demonstrates  the  fact 
that,  generally  speaking,  the  larger 
the  city  the  greater  the  per  capita  cost 
of  government.  The  only  exception 
to  this  generalization  is  seen  in  the 
slight  increase  of  the  fifth  group  over 
the  figure  given  for  the  fourth. 

Table  III  presents  the  aggregate  of 
receipts  from  taxes  of  all  sorts  with 
the  average  per  cent  and  per  capita 
figures  for  all  cities  over  80,000  popu- 
lation. 

In  spite  of  the  fact  that  100  of  the 
227  cities  reported  receipts  from  special 
property  taxes,  this  table  shows  that 
for  local  purposes  the  general  property 
tax  continues  to  be  the  mainstay  of  the 
tax  system.  In  states  where  separa- 
tion of  revenues  has  been  attained,  the 
revenue  from  special  property  taxes  is 
reserved  to  the  state  governments. 
Poll  taxes,  although  now  an  insig- 
nificant source  of  revenue,  continue  to 
be  collected  by  95  cities  in  22  states. 
More  than  half  the  $2,014,952  is  paid 
in  New  England  cities.  Of  the  total 
of  $59,645,759  from  business  taxes, 
$85,576,883,  or  59.7  per  cent,  was  col- 
lected from  the  liquor  traffic. 

Chart  in  illustrates  the  distribution 


of  receipts  from  the  various  kinds  of 
taxes. 

Commercial  revenues  arising  from 
the  operation  of  public  service  enter- 

Chart  n 

Per  Capita  Revenue  Receipts  for  all  Cities  and 
for  Each  of  the  Five  Groups  of  Cities  over  80»000 
Population 
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prises  are  in  most  cases  the  largest 
single  source  of  revenue  recdpts  after 
taxes.  In  1918  the  lands, buildings  and 
equipment  of  such  enterprises  operated 
by  the  cities  of  the  United  States  with 
populations  over  30,000  were  valued 
at  $1,669,460,648.  The  earnings  of 
these  enterprises  totaled  $116,494,645 
or  10.4  per  cent  of  all  revenue  receipts, 
and  represented  a  per  capita  contribu- 
tion of  $3.39.  Table  IV  shows  the 
aggregate  earnings  of  the  chief  public 
service  enterprises  with  thepercentage 
of  the  total  receipts  from  this  source 
chargeable  to  each. 

Water  systems,  one  of  the  oldest  of 
municipal  utilities,  continues  to  be  the 
most  productive  of  receipts,  account- 
ing for  more  than  three-fourths  of  all 
commercial  receipts.  Of  the  227 cities 
over  30,000  population  for  which  cen- 
sus figures  are  available,  only  twenty- 
two  owned  their  own  electric  plants 
and  only  five  made  their  own  gas, 
although  private  plants  for  these 
purposes  represented  several  billion 
dollars  of  invested  capital. 

The  earnings  from  municipal  mar- 


kets and  scales  which  accoimt  for  1.4 
per  cent  of  all  conmiercial  receipts  are 
scarcely  more  important  than  the  re- 


Chabt  hi 
Where  Every  Dollar  of  Taxes  Comes  From 

ceipts  from  municipal  burying-grounds 
— a  significant  fact  indeed.  The  last 
item  in  the  list  above  includes  such 
miscellaneous  sources  as  bridge  and 
ferry  tolls  and  the  earnings  of  city 
farms,  ice  plants  and  abattoirs. 


TABLE  in 

Total  Receipts  fbom  Taxes  of  All  Sorts  with  Per  Cent  and  Per  Capita 

Distribution 


Source 


Total 


Per  cent  of 
all  Taxes 


Perci4>ita 


General  property  tax 

Special  property  tax 

PoU  taxes 

Business  taxes 

On  liquor  traffic 

Other  than  liquor  traffic 

Non-business  license 


$705,728,158 

16,269,058 

2,014,952 

59,645,759 


24,069,876 


6,024,560 


91.8 
0.2 

8.5 


100.00 


$21.08 
0.06 

1.94 
28.08 
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Special  assessments  and  subventions  Table  V  gives  the  aggregate  and 

from  state  and  county  governments  per  cent  figures  with  the  source  and 

are  the  principal  remaining  sources  of  object  of  payment  of  subventions  for 

revenue  receipts  in  American  cities,  the  five  groups  of  cities. 

In  1918,  215  of  the  227  cities  over  A  study  of  the  sources  of  revenue  of 

30,000   population   reported   receipts  the  227  cities  as  distributed  in  four 

from    special    assessments    totalling  geographical  groups  reveak  someinter- 

$72,678,785.    While   this   source   ac-  esting  facts  as  set  forth  in  table  VI. 

counted  for  only  6.5  per  cent  of  all  Group  I  includes  86  cities  in  New 

revenue    receipts,    many    cities    re-  England;  group  II,  109  cities  in  the 

ceived  as  high  as  20  per   cent,  the  middle  and  central  states  north  of  the 

higher  figures  being  more  common  in  Ohio  and  Potomac  and  east  of  the 

the  group  of  cities  with  populations  Mississippi;  group  III,  48  west  of  the 

between  80,000  and  50,000.  Mississippi  excluding  Louisiana,  Ar- 

TABLE  IV 

Total  and  Per  Cent  Distribution  of  thb  Earnings  of  Pubuc  Service  Enterprises 

Source  Total  Per  cent 

Water  supply  systems $90,189,705  78.1 

Electric  light  and  power 8,815,960  6.9 

Gas  supply  systems 1,418,511  1 . 2 

Markets  and  scales 1,758,480  1.4 

Docks,  wharves,  landings 7,786,509  6.6 

Cemeteries  and  crematories 1,049,706  0.8 

Public  halls 172,862  0.1 

Subways  for  pipes,  etc 811,555  0 . 2 

All  other. 5,541,857  4.7 

Grand  Total $116,494,645      100.0 

Subventions  from  state  and  county  kansas  and  Texas;  group  IV,  89  cities 

governments  totalled  $41,277,908  in  in  the  South,  east  of  the  Mississippi,  as 

1918.    Of  this  amoimt  $85,988,408,  or  well  as  those  in  Louisiana,  Arkansas 

87.2  per  cent  was  for  education.    State  and  Texas,  which  belong  more  properly 

governments  contributed  $84,820,587,  to  the  South  than  to  the  West.    The 

or  84.8  per  cent  of  the  total.    All  but  per  cent  figures  are  for  the  five  prin- 

two  cities  reported  subventions.    The  cipal  sources  of  revenue  and  in  all  cases 

largest  per  cent  figure  is  found  for  account  for  more  than  90  per  cent  of 

cities  in  the  group  having  populations  the  aggregate  revenue  receipts, 

between  800,000  and  500,000,  but  this  Several  features  of  this  table   are 

is  due  to  the  large  grant  made   to  worthy  of  notice.    Taxes  on  property 

Washington,  D.  C,  by  the  Federal  form  a  considerably  larger  proportion 

Government  which  in  1918  constituted  of  the  receipts  of  New  England  cities 

89.8  per  cent  of  all  the  revenue  re-  than  is  the  case  in  the  southern  group, 

cpipts  of  the  city.    This  extraordinary  The  statement  often  made  concerning 

exception  aside,  subventions  seem  to  be  the  prevalence  of  business  taxes  in  the 

of  greater  importance  in  the  fourth  South  would  seem  to  be  substantiated 

group  of  cities  and,  as  we  shall  see,  by  the  figures  in  this  table,  although 

are  of  most  importance  in  the  southern  the  discrepancy  between  the  figure  for 

cities.  this    source    and    the    corresponding 
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figure  in  the  New  England  group  is 
not  so  large  as  might  be  expected. 
The  other  two  groups  show  per  cent 
figures  for  this  source  smaller  than  the 


those  of  Texas  receive  least  from  this 
source. 

Special  assessments  ar^  much  more 
productive  in  the  western  states  than 


TABLE  V 

ACM^BBOATB  AND  PbB  CeNT  FiOUBBS  WITH  SOTTBCB  AND  ObJBCT  OF  PATMKm!  OF  SUB- 
VENTIONS FOB  All  Cities  ovbb  80,000  and  Each  of  the  Five  Gboufs 

OF  Cities,  1918 


Group 

For  Education 

Other  Granto 

Per  cent  for 
Education 

P^cent 
fromSUtes 

I 

n 
m 

IV 
V 

SUte 
8,265,298 
9,280,098 
5,660,806 
4,098,790 
8,075,914 

County 

26,097 
1,929,744 
2,198,249 
1,468,907 

SUte 

248,099 

4,466,888 

28,720 

8,665 

198,814 

County 

186,518 

68,286 

144,625 

Total 

80,875,406 

5,612,997 

4,945,181 

844,874 

87.2 

84.8 

average  for  all  cities.  Many  of  the 
southern  cities  receive  as  much  as  ten 
per  cent  of  their  total  receipts  from  this 
source  and  a  few  a  much  higher  propor- 
tion. Thus,  New  Orleans  receives  10.5 
per  cent  from  such  taxes;  Mobile  12.6 
per  cent;  Norfolk  14.6  per  cent;  Mont- 
gomery 19.9  per  cent  and  Birmingham 
21  per  cent.    Of  all  the  southern  cities 


elsewhere,  while  they  are  least  resorted 
to  in  New  England.  Their  more  ex- 
tensive use  in  the  West  is  to  be  ex- 
plained in  part  at  least  by  the  preva- 
lence of  strict  debt  limitations  on 
cities  in  the  constitutions  of  those 
states  which  make  municipal  loans 
difficult,  and  by  limitations  on  the 
tax  rate  which  make  payments  for 


TABLE  VI 

Feb  Cent  Distribution  of  the  Principal  Soxtbces  of  Revenue  fob  Aix  Citieb 
OVER  80,000  Arranged  in  Four  GEooRAPmcAL  Groxtfs,  1918 


Property 

Business  and 

Special 

Subventions 

Earnings,  Pub- 

Group 

Taxes 

License  Taxes 

Assessments 

and  Grants 

lic  Service  En* 
terprises 

I 

68.6 

7.4 

1.8 

1.2 

12.0 

n 

62.9 

5.7* 

8.9 

5.8 

10.8 

m 

58.7 

4.4 

11.0 

7.8 

10.5 

IV 

57.5 

7.8 

4.2 

8.6 

18.7 

AU  cities 

64.2 

5.9 

6.5 

4.1 

10.4 
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improvements  from  taxes  out  of  the 
question. 

Table  VI  shows  also  that  receipts 
from  the  earnings  of  public  service 
enterprises  are  least  in  the  West  and 
greatest  in  the  South.  Receipts  from 
this  source  in  the  South  make  up  a 
figure  much  higher  than  in  any  other 
section,  being  sufficient  in  many  cases 
to  depress  the  figure  from  the  property 
tax  to  a  very  low  point.    For  instance, 


this  source.  While  the  New  England 
cities  are  a  close  second  to  the  southern 
cities  in  their  returns  from  public 
service  enterprises,  they  are  the  lowest 
of  all  the  groups  in  the  proportion  of 
receipts  from  subventions,  only  1.2 
per  cent  being  returned  from  this 
source.  The  western  cities,  for  ob- 
vious reasons,  also  show  a  high  return 
from  subventions. 

There  were  in  the  United  States, 


TABLE  Vn 

Per  Cent  Distribution  op  the  Principal  Revenue  Receipts  for  the  Ten  Largest 
Cities  of  the  United  States  in  1918 


City 


New  York.. 

Chicago 

Philadelphia 
St.  Louis. . . 

Boston 

Cleveland . . 
Detroit. . . . 
Baltimore. . 
Pittsburgh . . 
Los  Angeles . 


Taxes 


t 


78.1 
56.5 
62. S 
61.4 
64.4 
60.4 
67.9 
60.4 
73.2 
65.4 


I 


8.7 
10.0 
4.2 
9.0 
18.4 
5.6 
2.7 
6.9 
8.7 
6.1 


8.7 
10.0 
1.4 
6. 
0. 
7. 
8. 
2. 


1.7 
6.2 


I" 


1.5 
2.2 
1.6 
1.8 
0.6 
2  8 
5.9 
8.0 
2.6 


5 


•^ 


111 


7.7 
7.6 

15.9 
7.1 
8.8 
4.2 
1.7 

10.6 
4.0 
1.7 


9.1 

8.9 
10.8 
11.0 

8.7 
12.6 

8.1 
12.5 
10.5 
18.7 


Richmond  derives  22.8  per  cent  of  its 
revenue  receipts  from  public  service 
enterprises  and  only  56.1  per  cent  from 
property  taxes;  Austin,  Texas,  35.3 
per  cent  from  the  former  and  only 
53.3  per  cent  from  the  latter;  while  in 
Jacksonville  the  receipts  from  this 
source  are  actually  higher  than  the 
return  from  the  property  tax,  the  fig- 
ures being  39.4  per  cent  and  31  per 
cent,  respectively. 

The  southern  cities  also  show  greater 
returns  from  subventions,  7.8  per  cent 
of  all  their  receipts  being  derived  from 

10 


in  1918,  ten  cities  with  populations 
exceeding  500,000.  The  aggregate 
population  of  these  ten  cities  was 
ahnost  15,000,000  or  nearly  half  that 
of  the  227  cities  over  30,000  popula- 
tion. The  real  importance  of  these 
cities  from  the  fiscal  point  of  view  is 
scarcely  indicated  by  these  figures, 
for  their  mere  size  makes  necessary 
the  public  performance  of  a  great 
variety  of  functions  and  imposes  upon 
them  ever-increasing  expenditures. 
The  wider  social  importance  of  taxa- 
tion questions  in  these  ten  cities  war- 
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rants  some  special  consideration  of 
their  sources  of  revenue. 

Table  VII  shows  the  per  cent  dis- 
tribution of  the  principal  sources  of 
revenue  for  these  ten  cities. 

This  table  considered  in  connection 
with  Table  I  (p.  124)  shows  that  the 
larger  cities  place  much  greater  reliance 
upon  property  taxes  than  those  of  any 
other  group,  the  per  cent  figure  from 
this  source  being  2.5  per  cent  higher 
than  the  average  of  64.2  per  cent  for 


all  cities  over  80,000  population.  It 
will  be  noticed  that  when  the  figure  for 
property  tasces  falls  below  the  general 
average  for  all  cities,  th^  di£Ference  is 
made  up,  as  in  Chicago,  St.  Louis, 
and  Boston,  by  a  much  higher  per- 
centage of  business  taxes;  or  by  a 
comparatively  higher  return  from 
special  assessments  as  in  the  cases  of 
Chicago,  Cleveland,  and  Detroit.  For 
the  group  as  a  whole,  taxes  of  all  sorts 
account  for  72.6  per  cent  of  all  revenue 


Chabt  IV 

Per  Capita  Revenue  Receipts  for  All  Citief  and  for  Citiei  of  the  First  Group 
with  the  Pft>portion  Derived  from  Taxes  of  All  Sorts 


All  cities  $32.75 
Group  I  $88.02 
New  York  $42.88 
Chicago  $36.42 
Philadelphia  $30.87 
St.  Louis  $31.74 
Boston  $48.03 
Cleveland  $34.54 
Detroit  $42.12 
Baltimore  $31.27 
PitUburgh  $39.99 
Los  Angeles  $46.70 


Takss  $23X>d 


iMlotW 
$9.72 


Ta)(«8  $28.29 


All  oiKrp 
$10.63 


|dZ51 


AH  otW 
$9.62 


TtiMes  #2423 

All  oih«r 

m.io 

Tarn  $2057 


flOJO 


Tax«0  $2Zd6 

$9.86 

lax.a  t3Z50 


Allotlier 
$1053 


k2ZBZ 


Alt  oiH«r 
$11.72 


Tax«s  |2a7Jl 

All  o^hcr 

T«Ms  t2105 


Allothtr 


Taxes  $50.75 


All 
$9^4 


Ta»M  $33.^ 


AllolKcr 
$1330 
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receipts,  a  figul^  2.8  per  cent  higher 
than  the  average  for  all  cities.  Of  this 
the  general  property  tax  is  by.  far 
the  most  important,  special  property 
taxes  being  insignificant  for  most  of 
the  cities.  Chart  IV,  which  shows 
the  per  capita  revenue  receipts  for 
all  citiea  and  for  the  ten  largest 
cities,  illustrates  this  fact  in  a  striking 
way. 

In  spite  of  the  rather  high  returns 
from  special  assessments  in  Chicago, 
Cleveland  and  Detroit,  this  group  of 
cities  shows  an  average  considerably 
lower  than  that  for  all  cities.  Sub- 
ventions are  a  comparatively  insig- 
nificant source  in  these  cities,  the  per 
cent  fiigure  being  a  little  less  than  half 
the  general  average.  All  the  sums 
received  by  these  cities  in  the  form  of 
subventions  were  from  state  govern- 
ments, and  more  than  90  per  cent 
were  for  education. 

Revenues  received  from  the  grant- 
ing of  rights  in  and  over  highways, 
from  the  rent  of  public  properties, 
and  from  interest  on  the  investment 
of  public  funds,  are  of  comparatively 
greater  importance  in  the  larger  cities 
for  obvious  reasons.  More  than  half 
of  these  receipts,  or  52  per  cent,  is 
from  interest  derived  largely  from 
sinking  funds;  23.8  per  cent  is  made  up 
of  receipts  from  highway  privileges; 
and  24.2  per  cent  from  the  rent  of 
investment  properties.  Philadelphia 
received  15.9  per  cent  of  all  its  revenue 
receipts  from  these  sources,  92.4  per 
cent  being  derived  from  rents  and 
interest.  On  the  other  hand,  78.5 
per  cent  of  Chicago's  receipts  from 
these  sources  arise  from  the  grant  of 
highway  privileges,  in  the  main  to  its 
street  railway  system.  New  York  re- 
ceives as  interest  on  sinking  funds 
nearly  three-fourths  of  its  receipts 
from  this  class  of  sources. 

This  group  of  cities  receives  9.8  per 
cent  of  all  revenue  receipts  from  the 


operation  of  public  service  enterprises 
— slightly  less  than  the  average  for 
all  cities  over  80,000.  Of  the  total 
receipts  for  the  ten  largest  cities  from 
this  source  New  York  City  alone 
produces  89.7  per  cent.  Water  supply 
systems  accoimt  for  77.5  per  cent  of 
all  such  receipts,  as  against  78.1  per 
cent  for  all  cities  over  80,000,  The 
only  other  single  important  source  is 
the  earnings  of  wharves  and  docks, 
which  account  for  11.9  per  cent  of 
such  receipts. 

Chart  V  is  intended  to  show  the 
per  cent  distribution  of  the  revenues  in 
these  ten  largest  cities. 


Chabt  V 

Per  Cent  Distribution  of  Revenue  Receipts  of 
the  10  Cities  Having  Populations  in  Excess  of 
500,000;  1918 

By  comparing  this  chart  with  chart 
I  (p.  1£4)  showing  the  same  figures  for 
227  cities,  several  differences  are  noted. 
In  the  large  cities,  the  only  depend- 
able source  of  revenue,  the  tax  on 
real  property,  is  already  considerably 
higher  than  tiie  average  for  all  cities. 
Business  taxes  in  the  large  cities  are 
exactly  equal  to  the  average  figure. 
These  are,  in  fact,  the  only  sources  of 
revenue  which  are  theoretically  ca- 
pable of  further  expansion.    Special 
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property  taxes,  now  only  an  insig- 
nificant source  of  revenue,  promise  to 
be  even  less  important  in  the  future, 
with  the  present  tendency,  as  it  is,  to 
reserve  such  sources  to  the  state  gov- 
ernments. It  is,  moreover,  very 
doubtful  if  the  tax  on  real  property  can 
be  made  much  more  productive  in 
these  cities  under  present  methods  of 
valuation  and  assessment,  and  it  is 
clear  that  the  other  sources  are  not 
dependable. 

K  the  present  tendency  toward 
separation  of  sources  persists,  there 
seem  to  be  but  three  alternatives  open 
to  the  large  cities  in  their  search  for 
new  sources  of  revenue.  In  the  first 
place,  taxes  on  property  might,  with 
a  greater  measure  of  justice  to  all 


concerned,  be  made  m'ore  productive 
by  a  separate  assessment  of  land  and 
improvements,  with  the  heavier  burden 
on  the  former.  The  two  second-class 
cities  of  Pennsylvania,  Pittsburgh 
and  Scranton,  are  now  empowered 
by  law  to  adopt  such  a  system. 
Second,  there  seems  to  be  no  reason 
why  business  taxes  could  not  with 
justice  be  more  extensively  used  by 
these  cities.  Last  of  all,  it  is  difficult 
to  avoid  the  conclusion  that  if  the 
administration  of  special  property 
taxes  is  to  devolve  on  state  govern- 
ments, the  development  of  a  system  of 
subventions  will  eventually  offer  a 
measure  of  relief  to  the  cities  which 
are  already  the  homes  of  one-seventh 
of  our  people. 


The  Trend  of  Federal,  State,  and  Local  Revenues  in  the 

United  States 

By  Robert  Bruce  Watson 

Instructor  in  Political  Sdenoe,  University  of  Pennsylvania 


IT  is  a  matter  of  far-reaching  signif- 
icance to  the  student  of  Public 
Finance  that  the  functions  of  all  the 
political  units  in  the  United  States 
from  the  local  to  the  federal  have  in- 
creased both  in  nimiber  and  impor- 
tance since  the  Civil  War.  Economic, 
industrial  and  social  changes  have  been 
titanic  and  widespread.  This  revolu- 
tion, if  it  may  properly  be  called  thus, 
has  created  new  and  diverse  needs,  per- 
plexing and  recurrent  problems  in 
every  community.  Public  opinion  has 
persistently  demanded  that  govern- 
mental activity  keep  pace  with  the 
times  and  government  could  not  but 
respond. 

One  of  the  most  serious  problems 
resulting  from  the  extension  of  gov- 
ernmental! functions  into  a  wider 
sphere  is  that  of  finance,  both  legis- 
lative and  administrative.    Revenues 


must  be  found  in  order  to  meet  the 
rapid  growth  of  expenditures  which 
are  the  inevitable  consequence  of  new 
burdens.  How  rapid  the  increasie  in 
public  expenditures  has  been  is  largely 
a  matter  of  conjecture.  Financial 
statistics  of  cities  and  states  are  not 
completely  available  before  1915. 
However,  a  study  of  federal  expendi- 
tures has  revealed  the  fact  that  there 
was  a  per  capita  increase  from  $2.01  in 
1860  to  $10.44  in  1915,  or  about  520 
per  cent.  This  must  be  offset  by  the 
increase  in  population  and  wealth  for 
the  same  period. 

Thxis  the  problem  of  raising  rev- 
enues to  meet  the  ever-increaaing 
demands  upon  the  public  treasury  has 
become  one  of  crying  need.  This 
problem  has  created  new  ones.  A 
readjustment  in  the  various  sources 
was  inevitable,  for  many  of  the  old 
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sources  proved  unsatisfactory  and 
inequitable.  New  sources  were  used, 
often  unscientifically. 

More  recently  the  European  War 
has  added  new  trials  to  the  public 
financier.  Never  before  had  govern- 
mental expenditures  increased  so  rap- 
idly. The  present  system  of  revenues 
was  put  to  a  severe  test,  particularly 
with  regard  to  taxes.  And  now  that 
the  war  burden  must  be  borne  in 
addition  to  the  normal  increase  in 
ordinaiy  expenditures,  there  is  on 
every  hand  urgent  demand  for  a 
scientific  readjustment  of  our  financial 
system. 

In  order  that  the  whole  problem  may 
be  considered  scientifically,  statistical 
data  and  interpretation  are  necessary. 
Our  revenues  must  be  carefully  scru- 
tinized with  the  purpose  of  obtaining 
sufiicient  analysis  as  a  basis  of  increased 


equality  for  the  taxpayer  and  increased 
efficiency  for  the  tax  collector.  It  is 
hoped  that  a  study  of  the  trend  of 
revenues  in  the  United  States  may  be  of 
aid  to  the  layman  as  well  as  to  the 
student.  Such  a  study  should  answer 
not  only  the  question  as  to  the  chief 
sources  of  revenue,  but  also  what 
changes  have  taken  place  over  a  period 
of  years,  and  the  trend  for  the  future. 

Table  I  gives  a  simunary  of  the  total 
receipts,  exclusive  of  postal  revenues, 
of  the  Federal  Government,  for  the 
years  1913-1919.  Receipts  include 
customs,  and  internal  revenues;  mis- 
cellaneous receipts  which  include  fees, 
sales  of  lands,  inmiigrant  poll  taxes  and 
similar  items;  Panama  Canal  tolls,  and 
moneys  received  from  loans. 

An  analysb  of  the  table  reveals 
three  facts.  First,  customs  fell  off 
during  this  period  43  per  cent,  due  of 


TABLE  I 

Total  Receipts  of  the  Untted  States  Govebnmbnt  ExcLm)iNG  Postal  Revenue^ 

1913-1919 

Source                                      1913                 1914                 1915  1916 

1.  Customs $318,891,396    $292,320,015    $209»786»672  $213,185,846 

2.  Internal  Revenue 344,416,966      380,041»007      415,669,646  512,702,029 

3.  Miscellaneous  (net) 60,802,868        62,312,145        72,454,510  53,776,677 

Ordinary  Receipts $724,111,230    $734,673,167    $697,910,828  $779,664,552 

4.  Panama  Canal 2,869,995 

5.  Public  Debt 23,400,850        23,021,222        22,486,955  58,452,403 


$747,512,080    $757,694,389    $720,397,783    $840,986,950 


Source  1917 

1.  Customs $225,962,393 

2.  Internal  Revenue 809,366,208 

3.  Miscellaneous  (net) 82,845,525 

Ordinary  Receipto $1,118,174,126 

4.  Panama  Canal 6,150,669 

5.  Public  Debt 2,428,017,800 


1918 

$182,758,989 

3,696,043,485 

295,208,112 

$4,174,010,586 

6,414,570 

16,974,889,210 


1919 

$183,428,625 

3,840,230,995 

643,944,232 

$4,647,603,852 

6,777,047 

29,075,976,516 


$3,552,342,595     $21,155,314,366     $33,730,357,415 
1  SUtistical  Abstract  of  the  United  SUtes,  1919,  p.  686. 
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course  to  the  complete  annihilation  oi 
trade  with  Europe.  Second,  the  in- 
ternal revenue  increased  over  1000 
per  cent.  (A  further  analysis  of 
internal  revenue  is  presented  in 
table  n.)  Third»  taxes  constituted 
a  large  per  cent  of  the  total  receipts  of 
the  Federal  Government  in  1913, 
approximately  90  per  cent.  Taxes  for 
the  Federal  Government  include  cus- 
toms and  internal  revenue.  In  1919, 
only  11  per  cent  came  from  this  source. 
This  trend  is  shown  in  charts  I  and  11. 
Another  item  of  importance  is  that 
of  borrowing.    Considerably  over  90 


of  the  sources.  The  internal  revenue 
is  subdivided  into  its  component  parts 
in  this  table. 

An  analysis  of  the  item,  **  income  and 
excess  profits  "  shows  that  it  has  played 
an  ever  increasing  part  in  the  federal 
revenue  system.  In  1914,  the  income 
tax  was  only  one-tenth  of  the  total  net 
revenue.  In  19£0,  the  income  and 
excess  profits  alone  amoimted  to  69 
per  cent  of  the  total  net  revenue  and 
73  per  cent  of  the  total  internal  rev- 
enue. The  revenue  on  distilled  spirits 
has  dropped  rapidly  under  the  agita- 
tion for  prohibition  and  the  wartime 


Chabt  I 

Gross  Receipts 
U.  S.  Government  1913 


Chabt  II 

Gross  Receipts 

U.  S.  Government  1918 


per  cent  of  the  total  receipts  came  from 
loans  in  1918.  Practically  all  of  this, 
however,  was  for  war  purposes.  The 
revenues  more  than  adequately  met  the 
ordinary  governmental  expenditures. 

Table  II  is  a  summary  of  the  net 
revenues  of  the  United  States  Govern- 
ment from  1913-1920.  Net  revenues 
here  include  internal  revenue  and 
customs  revenue  and  the  tax  on  na- 
tional banks,  minus  the  expense  of 
collection  and  administration  of  each 


liquor  control.  The  smokers  of  the 
United  States  furnished  $295,809,355 
in  tax  to  the  Federal  Government  in 
1920,  or  an  amount  sufficient  to  run 
the  entire  judicial  and  legislative  de- 
partments and  the  executive  depart- 
ments with  the  exception  of  expen- 
ditures for  public  works  and  for  wars 
past,  present  and  future  for  one  year. 
The  importance  of  the  income  tax 
cannot  be  over-estimated  in  the 
federal  revenue  system  at  the  present 
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time.  It  was  the  main  source  of  tax 
revenue  during  the  war  period.  In 
fact,  it  was  not  until  the  entry  of  the 
United  States  into  the  war  that  this 
tax  came  into  its  own,  as  the  following 
figures  clearly  show. 

Table  m  gives  the  trend  in  the 
sources  of  revenue  of  all  state  govern- 
ments of  the  United  States  from  1913- 
1919.  The  statistics  were  not  avail- 
able   before    1913.     regular    reports 


were  started  by  the  Census  Bureau  in 
1915.  Statistics  for  1913  are  used  as  a 
base.  They  constitute  100  in  every  in- 
stance except  those  noted  in  footnotes. 
The  first  item  in  the  table  shows  the 
total  revenue  of  the  states,  amount  per 
capita  and  the  per  cent  increase  over 
1913.  There  was  an  increase  of  83.6 
per  cent  in  the  total  revenues  with  an 
increase  from  $3.80  to  $6.43  per  capita 
during  the  five-year  period. 


TABLE  n 

Net  Revenues  of  the  United  States  Government,  Fiscal  Years  1913-1920 

Source  of  Revenue  1913  1914 
Internal  Revenue 

1.  Income  Tax $60,710,197.52 

2.  DistiUed  Spirits,  etc $230,146,382. 14  226,179,689.76 

3.  Tobacco 76,789,424.75  79,986,639.68 

7.  Excise  Tax  on  Corporations 35,006,299.84  10,671,077.22 

10.  Miscellaneous  (Butter,  Oleomargarine,  Etc.)  2,482^97 .  12  2,461,289 .  78 

Total  IfUemal  Revenue $344,424,453.85  $380,008,893.96 

Customs  Revenue 310,257,199.09  283,773,870.45 

Tax  on  National  Banks 3,730,059.08  3,883,198.14 

$658,411,712 .  02  $667,665,962.55 


1915 


1916 


1917 


Internal  Revenue 

1.  Income— Excess  Profits..  $80,201,758.86  $124,937,252.61        $387,382,343.96 

2.  Distilled  Spirits— Bever- 

ages   223,948,646.09  247,453,543.52 

3.  Tobacco 79,957,373.54  88,063,947.51 

4.  Transportation,  Commu- 

nication    

5.  Luxuries  (Autos,  Candy)  3,685,338.13  4,905,815.19 

6.  Estate  Inheritance 

7.  Capital  Stock 3,367,797 .  87  4,900,907 .  16 

8.  Stamps  on  Legal  Docu- 

ments   20,494,474.75  38,110,282.49 

9.  Amusements 1,559,381 .31  2,007,201 .05 

10.  Miscellaneous 2,476,253.31  2,344,338.24 

ToUd  IrUemal  Revenue $415,681,023 .  86  $512,723,287 .  77 

Customs  Revenue 197,663,176 .  16  194,356,351 .  59 

Tax  on  National  Banks 3,008,606 .  90  3,838,034 .  25 


284,008,512.62 
103,201,592.16 


1,492,865.68 

6,076,434.26 

13,303,575.50 

8,254,341.88 
2,405,298.37 
3,268,676.01 

$809,393,640.44 

206,027,585.45 

3,611,802.43 


$617,252,806.92    $710,917,673,61     $1,019,033,028.32 
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TABLE  Ur-ConHntud 

Source  of  Revenue  1918  1919  1920 

Internal  Revenue 

1.  Income— Excess  ProfiU  $2,852,824,865.89  $2,600,788,902.70  $8,956,986,008.60 

2.  Distilled  Spirits— Bever- 

ages 446,054,726 .  01  490,288,078 .  72  197,882,105 .  84 

8.  Tobacco 156,188,659.90  206,008,091.84  295,809^55.44 

4.  Transportation,     Com- 

munication    77,228,575 .  49  252,848,458 .  61  807,769,841 .  86 

5.  Luxuries  (Autos,  Candy, 

etc.) 87,846,988.79  81,857,478.54  270,971,064.27 

6.  EsUte  Inheritance 47,452,879 .  78  82,029,988 .  18  108,685,568 .  24 

7.  Capital  Stock 25,829,601 .11  29,824,827.95  05,141,782.50 

8.  Stamps  on  Legal  Docu- 

ments   21,874,784.47  48,751,840.04  81,259,855.47 

9.  Amusements ^ .  80,974,585 .  67  58,664,876 .  88  89,710,525 .  59 

10.  Miscellaneous 8,680,208 .  82  5,153,555 .  15  9,014,694 .  50 

TotallfOerrud  Revenue, .. .  $8,698,955,820.98  $8,850,150,078.56  $5,407,580,251.81 

Customs 167,078,688.00  171,110,221.07  296,274,280.85 

Tax  on  National  Banks 4,691,810.26  8,806,646.42  7,172,598.48 

Postal  War  Revenue 89,078,000.00  71,906,000.00  4,918,000.00 


$8,909,798,769.19  $4,096,972,946.05  $5,715,940,080.64 


The  subsequent  items  in  table  III 
are  the  various  sources  which  go  to 
make  up  the  "total''  discussed  in  the 
preceding  paragraph.  The  increase 
of  88.6  per  cent  in  the  "total"  does  not 
therefore  mean  that  there  has  been 
83.6  per  cent  increase  in  all  the  sources. 
The  question  naturally  arises:  What 
sources  have  increased  and  to  what 
extent? 

"Taxes"  throughout  the  remainder 
of  this  study  is  to  be  used  in  the  sense 
that  the  Census  Bureau  has  considered 
the  term:  "amounts  of  money,  other 
wealth,  or  services  which,  by  virtue  of 
that  sovereign  power  of  a  nation  or  a 
state  generally  spoken  of  as  the  tax- 
ing power,  are  exacted  for  the  support 
of  governments,  for  meeting  general 
public  needs,  and  for  other  govern- 
mental purposes."  ^ 

The  general  property  tax  includes 
"all  direct  taxes  upon  real  property 
and   upon   other  property   which   is 

1  Financial  SioHsHc*  of  States  1917,  p.  20. 


apportioned  and  levied  by  substan- 
tially the  methods  employed  in  appor- 
tioning and  levying  taxes  upon  pri- 
vately owned  property."  *  This  source 
showed  an  increase  of  69.8  per  cent. 

Special  property  taxes  include  taxes 
on  corporation  stock,  corporate  in- 
debtedness, savings  banks,  insurance 
companies,  taxes  on  mortgages  at  the 
time  of  execution  or  entry  of  public 
record  and  specific  taxes  on  property. 
There  was  an  increase  of  54  per  cent  in 
this  item. 

The  greater  increase  in  the  general 
property  tax  as  compared  with  the 
special  property  taxes  may  be  ex- 
plained in  part  by  the  general  increase 
in  real  estate  values  in  this  country 
during  the  war  period. 

Poll  taxes,  sometimes  called  "capi- 
tation" or  "personal"  taxes,  declined 
28.8  per  cent.  The  poll  tax  has  been 
discountenanced  as  a  source  of  revenue 
to  an  increasing  degree  in  the  United 

*Ibid. 
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TABLE  m 

Trend  in  the  Soxtrcbs  of  Revenue  of  All  State  (jovernments  of  the 

United  States^ 

191^1919 

Per  Capita   Per  Cent  Increase 
I.  Total  Revenue  Over  1913 

1919 $675,217,202  6.48  188.6 

1918 588,805,651  5.69  160.0 

1917 522,924,788  5.14  142.2 

1916 466,946,748  4.67  127.0 

1915 458,282,597  4.66  124.6 

1918 867,585,881  8.80  100.0 

n.  General  Property  Tax 

1919 $287,284,778  2.26  169.8 

1918 209,479,197  2.08  149.8 

1917 182,740,146  1.79  180.7 

1916 176,102,898  1.76  126.0 

1915 185,876319  1.89  188.0 

1918 189,750,808  1.44  100.0 

m.  Special  Property  Tax 

1919 $104,222,552  .99  154.0 

1918 87,096,809  .84  128.5 

1917 94,807,880  .94  140.0 

1916 80,248,246  .80  118.5 

1915 82,870,882  .84  122.2 

1918 67,675,988  .70  100.0 

IV.  Other  Special  Taxes 

1919 $18,554,068  .12  171.0 

1918 12,264,618  .12  155.0 

1917 18,887,289  .12  169.0 

1916 7,894,014*  .07  100.0 

V.  PoU  Taxes 

1919 $2,114,708  .02  71.2 

1918 2,100,556  .02  70.8 

1917 2,171,897  .02  78.1 

1916 2,270,821  .02  76.5 

1915 8,198,155  .08  107.8 

1918 2,965,069  .08  100.0 

VI.  Special  Assessments 

1919 $4,408,216  .04  68.2 

1918 8,097,109  .08  47.1 

1917 8,289,196  .08  50.9 

1916 2,868,682      *         .08  44.4 

1915 2,268,517  .02  85.1 

1918 6,454,807  .07  100.0 

1  Financial  Statistia  qf  States  1915-19.    Census  Bureau.    Wealth,  Debt  and  Taxation  1913,  Volume 

n.    Census  Bureau. 
'  1916  is  used  as  the  base  in  this  item. 
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TABLE  m— Continued 

VII.  Business  Taxes 

1919 $122,667336 

1918 112,748,915 

1917 90,927,416 

1916 78,092,580 

1915 78,730,187 

1913 53,642,322 

Vin.  Liquor  and  Other  Licenses 

1913 $29,582,065 

IX.  Non-Business  Licenses 

1919 $48,025,730 

1918 36,084,155 

1917 25,830,320 

1916 19,365,499 

1915 14,868,254 

1913 6,450,932 

X.  Fines,  Forfeits  and  Escheats 

1919 $2,873,400 

1918 2,532,849 

1917..... 2,071,825 

1916 1,814,243 

1915 2,027,664 

1913 1,428,011 

XI.  Highway  PrivUeges 

1919 $68,452 

1918 10,637 

1917 11.042 

1916 20,922 

1915 1,249* 

Xn.  Interest^Rents 

1919 $36,444,712 

1918 34,953,394 

1917 31,618,238 

1916 28,381,284 

1915 28,069,338 

1913 21,300,430 

Xin.  Subventions— Grants 

1919 $11,709,458 

1918 8,848,569 

1917 8,209,840 

1916 10,252,542 

1915 5,356,799 

1913 3,190,750 

XIV.  Donations 

1919 t $3,434,935 

1918 1,991,874 

1917 1,401,319 

1916 2,211,388 

1915 1,173,592 

1913 434,526 

*  1915  is  used  as  the  base  in  this  item. 


Per  Cajnta    Per  Cent  Inereau 


Over  1913 

1.17 

228.6 

1.09 

210.1 

.89 

169.5 

.78 

145.5 

.80 

146.7 

.55 

100.0 

.30 


.46 

744.5 

.35 

559.4 

.25 

400.4 

.19 

300.2 

.15 

230.5 

.07 

100.0 

.03 

201.1 

.02 

177.3 

.02 

145.0 

.02 

127.0 

.02 

141.8 

.01 

100.0 

.0005 

500.0 

.0002 

200.0 

.0002 

200.0 

.00025 

250.0 

.0001 

100.0 

.35 

171.0 

.33 

161.2 

.31 

148.4 

.28 

133.2 

.28 

131.7 

.22 

100.0 

.10 

367.0 

.09 

277.3 

.08 

254.1 

.10 

321.3 

.05 

167.9 

.03 

100.0 

.03 

791.0 

.015 

458.7 

.01 

322.8 

.02 

509.4 

.01 

270.2 

.004 

100.0 
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TABLE  m— C<mcli4<W 

XV .  Earnings  of  Oeneral  Departmenta 

1919 $88,208,459 

1918. 72,548,618 

1917 62,581,781 

1916 58,844,692 

1915 50,222,748 

1918 82,994,761 

XVI.  Earnings  of  Fvblic  Service  Enterprises 

1919 $8,806,147 

1918 8,267,690 

1917 2,688,720 

1916 2,487,774 

1915 2,716,889 

1918 1,715,422 

Xyn.  Pension  Assessments* 

1919 $1,949,256 

1918 1,885,666 

1917 1,292,882 

1916 1,146,668 

1915 852,554 

^  1015  18  used  as  the  baae  in  this  item. 


Per  Capita   Per  Cent  Increase 


Over  1913 

79 

252.0 

70 

219.8 

61 

189.5 

54 

168.1 

51 

152.2 

84 

100.0 

08 

192.7 

08 

190.4 

08 

158.5 

02 

142.0 

08 

158.8 

02 

100.0 

02 

228.7 

02 

221.2 

01 

151.6 

01 

184.5 

007 

100.0 

States,  particularly  as  a  source  for 
state  governments.  The  diflSculty  and 
cost  of  collection  made  the  poU  tax 
unsatisfactory  for  meeting  the  de- 
mands of  the  war  period.  There  is  a 
consequent  steady  decline. 

Special  assessments  include  ''con- 
tributions levied  against  land  and  col- 
lected from  its  owners  and  occupants 
to  defray  the  costs  of  specified  pub- 
lic improvements.*'*  From  the  defini- 
tion it  will  be  readily  seen  that  the 
special  assessment  is  a  specific  tax  for 
a  definite  improvement.  There  was  a 
widespread  postponement  of  public 
improvements  during  the  war  period 
when  all  energies  were  devoted  to  one 
single  purpose  and  economies  were 
being  exacted.  As  a  consequence  there 
was  a  decline  of  81.8  per  cent  in  this 
source. 

Business  taxes  include  all  taxes  on 
business    activities,   such   as   income 

^Financial  Statistics  cf  States  1017,  p.  21. 


from  individuab,  liquor  license,  busi- 
ness license,  etc.  This  source  showed  an 
increase  of  128  per  cent  over  this  period. 

Non-business  licenses  include  taxes 
primarily  for  regulation;  such  as  dog 
license,  motor  vehicles,  etc.  The  great 
increase  of  644.5  per  cent  was  due  en- 
tirely to  motor  licenses  of  various  kinds. 

The  significant  fact  of  the  above 
analysis  is  that  the  greatest  increases 
during  the  war  period  are  shown  in 
taxes  other  than  property.  Taxes  on 
luxuries  and  new  taxes  on  business 
increased  at  a  rapid  rate  and  are  re- 
flected in  the  state  revenues. 

Interest-rents  is  of  little  importance 
for  this  study  as  this  item  includes 
interest  on  state  funds  held  in  banks 
of  various  kinds,  rents  from  public 
lands,  etc. 

Subventions  and  grants  include 
amounts  received  primarily  from  the 
national  government  for  a  specified 
purpose. 

Earnings  of  general  departments  and 
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public  service  enterprises  include  fees 
for  service  and  products  of  state 
institutions. 

An  attempt  has  been  made  in  table 
IV  to  study  the  trend  of  the  sources  of 
revenue  of  cities  having  a  population 
of  80,000  and  over,  in  much  the  same 
manner  as  was  done  in  the  previous 


table.    The  report  for  1919  was  not 
available. 

The  first  item  includes  the  total 
revenue  for  all  the  cities  with  the 
amounts  received  per  capita  and  the 
per  cent  increase  over  1913.  There 
was  an  increase  of  34  per  cent  in  the 
total  revenues  as  compared  with  69 


TABLE  IV 

Trend  in  the  Soubces  of  Revenue  of  Citt  Governments  of 
Having  Population  80,000  and  Over 

1918-1918 » 

ToUd  Number 
CiHestDitk 

Population  Per 

30,000  Capita 
I.  Total  Revenue                                               and  Over 

1918 $1,124,094,899        2«7  82. 75 

1917 1,005,587,142        219  82.04 

1916 994,710,241        218  80.88 

1915 940,885,811        204  80.17 

1918 888,042,976  27.78 

n.  Oeneral  Property  Tax 

1918 $705,728,158  20.55 

1917 666,402,687  20.08 

1916 628,800,805  19.81 

1915 570,880,861  18.80 

1918 508,804,681  16.69 

in.  Special  Property  Tax 

1918 $16,269,058  .47 

1917 14,789,512  .44 

1916 18,618,524  .42 

1915 12,598,628  .40 

1918 12.415,667  .41 

IV.  PoU  Tax 

1918 $2,014,952  .06 

1917 1,998,088  .06 

1916 1,906,488  .06 

1915 1,792,858  .06 

1918 1,641,447  .05 

V.  Special  Assesements 

1918 $72,678,785  2.12 

.  1917 88,195,5915  2.50 

1916 74,009,766  2.29 

1915 79,890,821  2.56 

1918 72,279,269  2.89 

I  Financial  StatisHet  cf  Cities  1015-18.    Wealth,  Debt  and  Taxation  1018. 


THE  United  States 


Per  Cent 
Increase 
Over  1913 
184.08 
127.5 
118.6 
112.1 
100.0 

140.06 

182.2 

128.7 

118.8 

100.0 


181.04 

118.7 

109.6 

101.5 

100.0 


122.7 
121.7 
116.1 
109.2 
100.0 

100.5 
115.1 
102.8 
110.5 
100.0 
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TABLE  IV— Continued 


\I.  Liquor  License 

1918 

1917 

1916 

1915 

1918 

Vn.  Other  Business  License 

1918 

1917 

1916 

1915 

1918 

VIU.  Non-Business  License 

1918 

1917 

1916 

1915 

1918 

IX.  Fines,  Forfeits  and  Escheats 

1918 

1917 

1916 

1915 

1918 

X.  HightDay  Privileges 

1918 

1917 

1916 

1915 

1918 

XI.  Interest — Rents 

1918 

1917 

1916 

1915 

1918 

Xn.  Subventions — Orants 

1918 

1917 

1916 

1915 

1918 


$85,576,888 
86,974,797 
88,024,542 
89,606,956 
40,664,584 


$24,069,876 
16,479,781 
18,554,925 
12,741,765 
11,208,628 


$6,924,560 
5,726,168 
4,701,616 
4,402,875 
4,011,400 


$5,758,081 
4,988,727 
4,124,489 
4,449,861 
4,178,225 


$15,796,898 
14,087,647 
18,898,578 
15,069,814 
12,541,720 


$46,785,850 
44,465,861 
41,576,411 
40,002,898 
82,798,418 


$41,277,908 
89,806,668 
87,666,048 
86,141,199 
88,566,942 


'  Capita 

Per  Cent  Increase 

Over  1913 

1.08 

87.4 

1.11 

90.9 

1.18 

90.9 

1.27 

94.8 

1.85 

100.0 

.70 

214.8 

.49 

147.09 

.42 

120.9 

.41 

118.7 

.87 

100.0 

.20 

172.6 

.17 

142.7 

.15 

117.2 

.14 

109.7 

.18 

100.0 

.17 

187.8 

.15 

118.1 

.18 

98.7 

.14 

106.2 

.14 

100.0 

.46 

125.9 

.42 

111.9 

.48 

110.8 

.48 

120.1 

.42 

100.0 

1.40 

142.6 

1.88 

185.5 

1.28 

126.7 

1.28 

121.9 

1.09 

100.0 

1.20 

122.9 

1.19 

118.5 

1.16 

112.2 

1.15 

107.6 

1.11 

100.0 
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TABLE  IV^CondueUa 

Per  Capita    Per  Cent  Increase 

Xm.  Donatiane—Oifte  Over  1913 

1918 $2,228,004  .06  52.6 

1917 1,895,084  .04  88.0 

1916 1,786,249  .05  41.0 

1915 1,646,450  .05  88.9 

1918 4,225,096  .14  100.0 

XIV.  Earnings  cf  General  Departmenia 

1918 $29,526,180                            .86                  159.7 

1917 26,580,828                            .80                  148.7 

1916 24,485,840                            .76                  182.4 

1915 22,547,201                            .72                  121.4 

1918 18,485,785                            .61                  100.0 

XV.  Earnings  of  Public  Service  Enterprises 

1918 $116,494,645                         8.89                  181.9 

1917 106,158,788                         8.19                  122.8 

1916 99,797,175                         8.09                  108.4 

1915 96,558,879                         8.10                  111.2 

1918 86,799,169                         2.88                  100.0 

XVI.  Pension  Assessments 

1918 $2,986,566 

1917 2,688,120 

1916 2,808,800 

1915 2,107,270 

per  cent  in  the  states.    In  general  the  trend  took  a  decided  drop  in  1918, 

revenues  for  cities,  while  constituting  upon  the  entry  of  the  United  States 

an  aggregate  larger  than  for  the  states,  into  the  war. 
are  more  constant.  In  cities  as  well  as  states,  there  was 

The  general  property  tax  increased  a  more  rapid  increase  in  taxes  other 

40  per  cent  during  the  period  as  com-  than  on  property.    The  explanation 

pared  with  69.8  per  cent  for  the  states,  is  the  same  as  in  the  case  with  state 

The  special  property  tax  increased  revenues. 
8i  per  cent  as  compared  with  54  per  In  general,  the  state  revenues  in- 
cent  for  the  states.  Here  again  special  creased  more  rapidly  than  city  rev- 
property  taxes  did  not  increase  as  enues.  This  can  be  explained  on  the 
rapidly  as  the  tax  on  real  estate,  basis  of  differentiation  in  functions 
primarily  on  account  of  the  increase  in  between  the  state  and  cities.  The 
real  estate  values.  former  are  more  numerous.    Further- 

The   trend   in   special   assessments  more  the  analysis  shows  that  the  city 

was  more  or  less  erratic.    That  there  was  far  more  removed  from  the  war 

was  an  increase  in  this  source  is  sig-  than  the  state  as  far  as  finances  are 

nificant,    though    the    increase    was  concerned. 

not  constant.  Certain  improvements  In  tables  III  and  IV  an  analysis  was 
must  be  made  by  mimicipalities  at  all  made  of  the  trend  in  the  amounts 
times.  The  problems  of  city  adminis-  received  from  the  various  sources  of 
trations  are  such  that  it  is  absolutely  revenue  of  cities  and  states.  In 
necessary  to  make  additional  improve-  table  V  the  various  sources  are 
ment.  The  war  in  Europe  had  slight  arranged  as  to  the  per  cent  they  fur- 
effect  upon  such  improvements.    The  nish  of  the  total  revenues.    The  pur- 
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pose  of  the  table  is  to  discover  whether 
there  has  been  any  change  in  the  dis- 
tribution of  sources  over  the  five-year 
I>eriod. 

The  table  is  divided  into  two  parts. 


The  first  half  tabulates  state  govern- 
ments. An  analysis  reveab  several 
interesting  facts.  In  1913  the  general 
property  tax  constituted  38  per  cent  of 
the  total  revenues  of  the  states  and  in 


TABLE  V 

Trend  in  thb.Dibtbibtttion  of  the  Sources  of  Revenue  for  All  State  Govern- 
ments AND  FOR  Cities  with  a  Population  of  80,000  and  Oyer 

1913-1919 


A — ^AU  State  Governments 


Year 

1919. 
1918. 
1917. 
1916. 
1915. 
1913. 

1919. 
1918. 
1917. 
1916. 
1915. 
1913. 


Oeneral  Per  Cent 

PropeHy  Tax  of  Total 

$237,234,778  35.1 

209,479,197  35.6 

182,740,146  34.9 

176,102,893  37.7 

185,876,319  40.5 

139,750,303  38.0 

Other  Special  Taxes 

$13,554,063  2.0 

12,264,613  2.1 

13,387,239  2.6 

7,894,014  1.7 


1919. 
1918. 
1917. 
1916. 
1915. 
1913. 


1919. 
1918. 
1917. 
1916. 
1915. 
1913. 


Bueineee — Non-Buei- 

nese  Liceruee 

$170,693,066 

148,833,070 

186,757,736 

97,458,079 

93,598,441 

89,675,319 

Earnings  of  Oeneral 
Departments 
$83,203,459 
72,543,618 
62,531,781 
53,844,692 
50,222,748 
32,994,761 


25.5 
25.5 
22.5 
21.1 
20.6 
24.5 


12.3 
12.4 
12.0 
11.5 
11.1 
8.9 


AU  Other 


1919. 
1918. 
1917. 
1916. 
1915. 
•1913. 


Special  Properly 
Tax 
$104,222,552 
87,096,809 
94,807,880 
80,243,246 
82,870,882 
67,675,933 

Poll  Taxes 
$2,114,708 
2,100,556 
2,171,897 
2,270,321 
3,198,155 
2,965,069 

Special  Assessments 
$4,408,216 
3,097,109 
3,289,196 
2,868,682 
2,268,517 
6,454,807 

Earnings  of  PvJblie 
Service  Enterprises 
$3,306,147 
3,267,690 
2,633,720 
2,437,774 
2,716,339 
1,715,422 


$56,470,213 
49,622,989 
44,605,146 
43,827,027 
37,481,196 
26,353,717 


Per  Cent 
Total 
15.4 
15.2 
18.6 
18.1 
15.2 
18.4 


.3 
.4 
.4 

.5 
.7 
.8 


.7 
.5 
.6 
.6 
.5 
1.8 


.5 
.6 
.5 
.5 
.6 
.5 


7.8 
7.8 
7.8 
8.6 
7.3 
7.2 
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TABLE  y—OotiHnued 

Summary  SHowma  the  Trend  in  Per  Cent  of  Total  Retenub  Received  FR(Mf 
Taxes  in  State  Goternmentb 

1913-1919 

Year                                      Total  Received       Per  Cent  Per  Cent 

from  AU  Taxes         Total               All  Other  ToUd 

1919 $527,810,167            78 . 8              $147,598,035  21 . 7 

1918 459,774,245            78.8                128,531,406  21 .2 

1917 409,864,898            79.0                113,059,885  21 .0 

1915 365,543,797            78.7                 92,688,800  21.3 

1913 300,066,624            82.2                 67,518,707  17.8 


B— Cities  With  Population  30,000  and  Over 


General  Property 
Tax 


1918 $705,723,158 

1917 666,402.637 

1916 623,300,805 

1915 570,830,861 

1913 503,804,681 

PoUTax 

1918 $2,014,952 

1917 1,998,033 

1916 1,906,483 

1915 1,792,358 

1913 1,641,447 

Other  Business  License 

1918 $24,069,376 

1917 16,479,731 

1916 13,554,925 

1915 12,741,765 

1913 11,203,623 

Special  Assessments 

1918 $72,673,785 

1917 83,195,596 

1916 74,009,766 

1915 79,890,321 

1913 72,279,269 

Earnings  of  Public 
Service  Enterprises 

1918 $116,494,645 

1917 106,158,783 

1916 99,797,175 

1915 96,558,379 

1913 86,799,169 


Per  Cent  of  Per  Cent 

Total  Special  Property  Total 

62.7  $16,269,058  1.5 

62.5  14,739,512  1.4 

62.6  13,618,524  1.4 

60.7  12,598,628  1.3 
60.0  12,415,667  1.6 

Liquor  License 

.2  $35,576,383  3.0 

.2  36,974,797  3.4 

.2  38,024,542  .  3.8 

.2  39,606,956  4.2 

.2  40,664,534  4.8 

Non-Business  License 

2.0  $6,924,560  .8 

1.5  5,726,168  .7 

1.3  4,701,616  .6 

1.3  4,402,375  .5 

1.3  4,011,400  .6 

Earnings  of  General 
Departments 

6.5  $29,526,180  2.6 

7.8  26,580,328  2.5 

7.4  24,485,840  2.5 

8.5  22,547,201  2.4 

8.6  18,485,785  2.2 


AU  Other 

10.4  $114,822,802  10.2 

10.0  106,981,557  10.1 

10.0  101,210,565  10.2 

10.3  99,416,487  10.5 

10.3  87,310,401  10.4 
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TABLE  y—Conclvded 

SuMMARrSHowiNa  THE  Trend  IN  Per  Cbnt  of  Total  Revenue  Received  from  . 
Taxes  in  Cities  with  Population  80,000  and  Over 

1918-1918 

TotalReceioed  Per  Cent  Per  Cent 

Year  fromAUTaxes  Told  AU  Other  Total 

1W8 $790,577,487  70.2  $388,517,412  29.8 

1917 742,820,878  69.7  823,216,264  80.8 

1915 641,972,948  68.2  298,412,868  81 .8 

1918 578,741,751  68.5  264,874,624  31 .5 

» 

1919  but  S5  per  cent.    Special  prop-  to  indicate  the  trend  of  all  taxes  in 

erty  taxes  furnished  18.4  per  cent  in  relation  to  other  sources.    In  1918  all 

1918  and  but  15.4  per  cent  in  1919.  taxes  constituted  82.2  per  cent  of  the 

The  non-business  license  dropped  1  total,  whereas  in  1919  they  furnished 

per  cent.    Though  the  property  taxes  only  78.8  per  cent  of  the  total.    There 

still  contribute  largely  to  the  total  has  been  a  tendency  to  lay  less  stress 

revenues,  there  is  here  shown  an  indi-  on  taxes,  though  they  still  contribute 

cation  that  their  importance  is  growing  78.8  per  cent  to  the  total, 

less.    Only   future   tables   can   show  The  second  half  of  table  V  contains 

whether  this  trend  is  temporary  or  a  similar  study  for  cities.    Cities  have 

permanent.  given  increased  attention  to  the  general 

The  summary  of  table  V  contains  property  tax,  the  amoimt  from  thb 

a  consolidation  of  taxes  in  an  attempt  source  being  60  per  cent  in  1918  and 


TABLE  VI 

The  Trend  in  the  Distribution  of  Taxes  in  the  United  States 

1918-1919 

A — ^Taxes  in  All  State  (jrovemments 

General  Property     Per  Cent       Special  Property      Per  Cent 
Tax 

1919 $237,234,778 

1918 209,479,197 

1917 182,740,146 

1915 185,876,319 

1918 139,750,808 

Other  Special  Taxes 

1919 $13,554,063 

1918 12,264,613 

1917 18,387,239 

1915 

1918 

Business  Taxes 

1919 $122,667,336 

1918 112,748,915 

1917 90,927,416 

1915 78,780,187 

1918 ,,,,, 58,642,322 

U 


al  Taxes 

Total  Taxes 

45.0 

$104,222,552 

19.8 

45.5 

87,096,809 

19.0 

44.5 

94,807,880 

23.1 

50.8 

82,870,882 

22.6 

46.5 

67,675,938 

Poa  Taxes 

22.5 

2.5 

$2,114,708 

0.4 

2.7 

2,100,556 

0.4 

S,S 

2,171,897 

0.5 

• « •  • 

8,198,155 

0.7 

.... 

2,965,069 

0.9 

Non-Business  License 

23.2 

$48,025,730 

9.1 

24.5 

36,084,155 

7.9 

22.1 

25,830,320 

6.5 

21.7 

14,868,254 

4.2 

17.8 

6,450,932 
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TABLE  TL—Condvded 
B— Taxes  in  Cities,  80,000  and  Over 


Qeneral  Prtyperty 
Tax 

1918 $705,7«8,158 

1917 666,402,687 

1916 628,800,805 

1915 570,880,861 

1918 508,804,681 

PdUTaxei 

1918 $2,014,952 

1917 1,998,088 

1916 1,906,488 

1915. 1,792,858 

1918 1,641,447 

Liquor  License 

1918 $85,576,888 

1917 86,974,797 

1916 88,024,542 

1915 89,606,956 

1918 40,664,584 


Per  Cent 

Special  Property 

Per  Cent 

TcfUd  Taxee 

Total  Taxes 

89.2 

$16,269,058 

2.0 

89.8 

14,789,512 

1.9 

89.6 

18,618,524 

1.9 

88.9 

12,598,628 

1.9 

87.8 

12,415,667 
Businees  Taxes 

2.1 

.2 

$24,069,876 

S.9 

.2 

16,479,781 

2.5 

.2 

18,554,925 

1.9 

.2 

12,741,765 

1.9 

.2 

11,208,628 

1.9 

Non^Business  License 

4.5 

$6,924,560 

.8 

4.9 

5,726,168 

.7 

5.4 

4,701,616 

.6 

6.1 

4,402,875 

.6 

7.0 

4,011,400 

.6 

62.7  per  cent  in  191S.  This  should  be 
compared  with  the  states.  In  recent 
years  there  has  been  a  marked  tend- 
ency for  states  to  leave  the  general 
property  tax  to  local  governments  for 
sources  of  revenue.  This  undoubtedly 
accounts  for  some  of  the  2.7  per  cent 
increase  in  this  soiux^  in  cities. 

The  sunmiary  shows  that  68.5  per 
cent  of  all  revenues  from  cities  came 
from  taxes  in  1918  and  increased  to 
70.2  per  cent  in  1918. 

Table  VI  indicates  the  trend  in  the 
distribution  of  taxes  in  the  United 
States.  The  total  amoimts  received 
from  taxes  as  given  in  the  swnmary  of 
table  V  has  been  split  up  into  the 
various  sources  in  order  to  find  out 
what  the  trend  has  been  in  per  cent 
received  from  the  various  sources  in 
relation  to  the  total  amount  of  taxes. 

The  first  half  is  an  analysis  of  rev- 
enues of  state  governments. 

Of  the  total  amount  of  taxes  re- 
ceived by  the  states  in  1913,  46.5  per 
cent  was  received  from  the  general 
property  tax  and  45  per  cent  ux  1019. 


In  1913,  22.5  per  cent  was  received 
from  special  property  taxes  whereas 
only  19.8  per  cent  was  received  from 
the  same  source  in  1919.  On  the 
contrary,  business  taxes  increased 
from  17.8  per  cent  of  the  total  in 
1913  to  23.2  per  cent  of  the  total  in 
1919.  Non-business  license  revenues 
increased  from  2.4  per  cent  of  the 
total  to  9.1  per  cent.  The  tendency 
has  distinctly  been  away  from  property 
taxes  to  business  and  other  taxes  in  the 
states. 

The  second  half  is  a  tabulation  of 
the  revenues  of  cities  of  30,000  and 
over. 

The  general  property  tax  consti- 
tuted 87.8  per  cent  of  the  entire 
amoimt  received  from  taxes  in  cities  in 
1913  and  increased  to  89.2  per  cent  in 
1918.  Business  taxes  also  increased 
from  1.9  per  cent  in  1913  to  3.3  per  cent 
in  1918.  It  was  the  same  rate  in  both 
instances. 

In  table  VII  a  study  has  been  made 
of  the  per  capita  revenues  of  the 
United  States  Government,  state  gov-* 
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TABLE  Vn 

Trend  of  the  Total  Per  Capita  Revenues 
1019-1019 

A — ^United  States  Government 

Year  ToUd  Taxes 

1919 824.71  44.25 

1918 205.88  40.52 

1917 86.16  11.06 

1916 8.40  7.79 

1915 7.84  7.11 

1918 7.77  7.54 

B — All  State  Governments 

1919 6.48  5.08 

1918 5.69  4.45 

1917 5.14  4.02 

1916 4.67  8.61 

1915 4.66  8.78 

1918 8.80  8.16 

C— Cities,  80,000  and  over 

1918 

1917 

1916 

1915 

1918 


emments  and  cities,  with  the  amounts 
given  for  taxes.  The  comparison  of 
the  amounts  received  from  taxes  for 
each  political  unit  is  interesting.  Li 
1913,  the  per  capita  revenues  of  cities. 
Federal  Government  and  states  was 
$19,  $7.54  and  $3.16,  respectively, 
while  in  1919  the  per  capita  revenues 
of  Federal  Government  cities  and 
states  was  $44.25,  $23.01  and  $5.03, 
respectively. 

The  significant  increase  in  the  total 
per  capita  was  that  of  the  Federal 
Government  from  $7.77  in  1913  to 
$324.71  in  1919. 

This  relationship  of  per  capita 
revenues  with  special  reference  to  a 
comparison  of  stf^te  and  city  govern- 
ments has  been  shown  graphically  in 
chart  III. 
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280.46 

164.86 

25.10 

.61 

.28 
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1.40 
1.24 
1.12 
1.06 


.74 


82.75 

28.01 

9.74 

82.04 

22.80 

9.74 
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9.29 

80.17 

20.58 
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Peru's  Burden  of  Military  Expenditures 


By  J.   C.  LUITWEILEB 
New  York  aty 


IT  would,  perhaps,  be  difficult  to  find 
a  coimtry  in  South  America  or 
dsewhere  which,  over  a  period  of  an 
entire  century,  has  suffered  more 
deeply  from  wars  and  revolutions  and 
the  accompanying  burden  of  arma- 
ments and  war  indebtedness  than  has 
Peru.  This  is  the  year  in  which  Peru 
celebrates  the  100th  anniversary  of  her 
independence  from  Spain,  and  the 
history  of  the  century  that  is  closing  is 
a  long  and  mournful  record  of  one  of 
the  richest  coimtries  of  South  America, 
dwarfed  in  its  economic,  educational 
and  poHtical  development  by  miUtary 
activities  and  expenditures. 

In  this  century  Peru  was  engaged  in 
seven  different  foreign  wars  and  a 
dozen  or  more  serious  internal  revolu- 
tions or  insurrections.  She  had  two 
score  of  rulers,  most  of  whom  came  into 
office  by  violence  and  were  deposed  in 
the  same  way,  and  not  one  of  whom 
was  a  civiUan  imtil  Manuel  Pardo 
came  into  office  in  1872.  Prior  to  the 
War  of  the  Pacific  (187d-83),  her 
economic  progress  was  n^ligible  except 
for  some  railroad  construction  which 
had  been  carried  on  during  the  very 
brief  breathing  spells  between  civil  and 
foreign  wars. 

It  was  not  that  the  government  of 
Peru  nor  its  people  were  suffering 
during  this  period  from  poverty,  for  the 
coimtry  was  blessed  with  rich  deposits 
of  guano,  a  natural  fertilizer  which  at 
little  cost  could  be  gathered  from  the 
islands  along  the  coast,  and  exported 
and  sold  in  all  the  markets  of  the  world. 
During  a  period  of  forty  years,  from 
1840  to  1879,  Peru  had  the  unusual 
distinction  of  running  its  govern- 
ment practically  without  recourse  to 
taxation  of  any  kind,  for  in  this  time 


she  exported  12,000,000  tons  of  guano, 
and  the  national  treasury  received  net 
profits  therefrom  of  about  $400,000,- 
000.  This  money  was  largely  squan- 
dered on  current  expenditures  with 
nothing  to  show  for  it,  according  to  a 
statement  of  President  Billinghurst 
in  1913,  except  twenty  warships  cost- 
ing $5,000,000;  a  penitentiary  costing 
$850,000;  an  exhibition  garden  and 
palace,  $3,000,000;  and  a  bridge, 
$300,000,  making  a  total  of  $9,150,000. 
She  had  likewise  spent  the  proceeds  of 
over  $150,000,000  in  loans  secured 
chiefiy  by  liens  on  future  profits  from 
sales  of  guano.  By  1873  her  finances 
had  reached  a  state  of  hopeless  bank- 
ruptcy, for  her  budget  of  expwiditures 
was  over  two  and  one-half  times  her 
current  income. 

While  in  this  condition,  the  disas- 
trous War  of  the  Pacific  broke  upon 
her,  she  and  Bolivia  joining  forces 
l^ainst  Chile  over  a  dispute  concerning 
the  nitrate  beds,  then  under  the  sov- 
ereignty of  Peru.  The  economic  value 
of  these  nitrate  deposits  was  just  be- 
coming recognized  and  they  promised 
to  be  a  source  of  wealth  rivaUng  even 
guano.  The  war  lasted  from  1879  to 
1883.  Peru  was  completely  van- 
quished by  Chile  and  her  nitrate 
provinces  were  taken  from  her.  She 
foimd  herself  in  a  state  of  utter 
bankruptcy,  carrying  the  enormous 
foreign  debt  of  $268,000,000  owed  to 
British,  French  and  Dutch  bondholders, 
upon  which  there  had  been  prolonged 
default. 

Peru  was  mercifully  relieved  of  this 
burden  by  an  arrangement  with  her 
creditors  through  the  Council  of  For- 
eign Bondholders,  which  eventuated 
in  the  organization  of  the  Peruvian 
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Corporation.  The  entire  foreign  debt 
was  cancelled  in  consideration  of  the 
granting  to  this  corporation  by  the 
Grovemment  of  Peru  of  certain  priv- 
il^es  and  concessions,  among  which 
the  most  important  were: 

(1)  The  cession  of  all  the  Peruvian 
state  railroads  for  a  period  of  sixty-six 
years.  These  railroads  comprise  over 
I98OO  miles  of  line,  including  practically 
all  the  important  railroads  of  Peru 
except  the  Cerro  de  Pasco  Railroad. 

(2)  The  right  to  extract  3,000,000 
tons  of  guano,  subsequently  reduced  to 
2,000,000  tons. 

(3)  The  right  of  free  navigation  of 
Lake  Titicaca  and  the  cession  of 
the  government's  steamers  operating 
thereon.  Modifications  of  this  agree- 
ment in  1907  extended  the  lease  of  the 
railroads  seventeen  years  and  provided 
for  an  annuity  payment  by  the  govern- 
ment to  the  corporation  of  $80,000  for 
a  i>eriod  of  thirty  years.  It  is  obvious 
that  to  free  herself  of  debt,  Peru  gave 
up  everything  she  then  possessed  of 
immediate  economic  value. 

But  if  Peru  fared  badly,  the  bond- 
holders fared  no  better.  In  return  for 
approximately  $180,000,000  par  of 
Peru's  bonds,  together  with  arrearages 
of  interest,  they  received  $37,000,000 
of  preferred  stock  and  $45,000,000  of 
common  stock  in  the  new  Peruvian 
Corporation.  At  the  end  of  twenty 
years,  this  stock  was  worth  only 
$16,000,000,  at  market  values,  or 
about  9  per  cent  of  the  par  of  the 
bonds  originally  surrendered. 

Such  is  the  fate  of  a  coimtry  and 
bondholders  embarking  upon  an  ex- 
tended program  of  financing  military 
expenditures.  Neither  side  has  been 
satisfied  with  the  arrangement  that 
the  Peruvian  Corporation  embodies 
and  it  has  been  the  subject  of  endless 
differences  and  even  international  in- 
volvements   between    Peru    and    the 


governments  of  Great  Britain,  France 
and  Holland. 

In  the  thirty  years  since  the  War  of 
the  Pacific,  internal  political  conditions 
have  been  much  more  stable  and  the 
country  has  had  no  conflicts  with  other 
nations.  In  consequence  and  despite 
the  heritage  of  the  past,  which  had 
very  much  impaired  her  credit  and 
discoiuraged  foreign  investment,  Peru's 
economic  development  has  been  rapid. 
True,  she  has  accumulated  some 
$30,000,000  of  new  indebtedness,  some 
of  which  may  be  ascribed  directly,  and 
some  indirectly,  to  naval  and  military 
expenditures.  Her  national  revenues 
have  increased  considerably.  In  1919 
she  collected  over  $29,000,000  from 
taxes,  about  $6,000,000  of  which, 
however,  were  from  war  taxes  that 
will  probably  not  continue.  A  debt 
service  of  $3,300,000  requires  only  15} 
per  cent  of  her  normal  revenues;  and 
were  it  not  for  the  fact  that  so  con- 
siderable a  portion  of  her  assets  is 
mortgaged  to  the  Peruvian  Corpora- 
tion, and  the  major  portion  of  her 
current  revenues  are  pledged,  even 
though  they  are  not  all  used,  to  other 
creditors  who  have  provided  the  new 
loans  of  recent  years,  the  national  debt 
and  debt  service  in  relation  to  her 
population  and  national  income  would 
be  quite  small. 

Armaments 

The  government  in  the  last  ten 
years  has  been  spending  about  18  per 
cent  of  her  entire  revenue  for  naval 
and  military  establishments.  When 
we  consider  that  her  present  debt  was 
created  in  part  for  direct  military  or 
naval  expenditure,  and  in  part  as  the 
result  of  unbalanced  budgets  and 
floating  debts  for  which  the  current 
military  and  naval  expenditures  are  as 
much  responsible  as  any  other  item  of 
the  budget,  it  is  reasonable  to  say  that 
one-half  of  her  debt  service  is  assign- 
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able  to  her  armaments  account.  We 
have»  therefore^  a  condition  in  which 
the  coimtry  is  spending,  directly  and 
indirectly,  a  quarter  of  its  yearly 
revenues  for  military  and  naval  pur- 
poses. In  contrast,  only  about  6  per 
cent  is  spent  on  education. 

But  the  most  confirmed  pacifist 
could  hardly  describe  Peru'  as  ''armed 
to  the  teeth."  With  a  population  of 
4,500,000  and  an  area  of  ahnost  700,000 
square  miles  to  protect,  her  standing 
army  on  a  peace  footing  is  only  4,000 
officers  and  men.  Her  navy  consists  of 
14  vessels,  only  a  few  of  which  are 
fighting  units,  and  she  has  a  very  long 
coast  line  to  defend.  It  is  hard,  in- 
deed, to  see  how  the  government,  with 
the  responsibiUty  of  protecting  the 
people  against  foreign  aggression  and 
preserving  the  national  honor,  could 
have  been  expected  to  do  much  less  in 
these  late  years. 

The  Tacna-Abica  Question 

It  must  be  remembered  that  Peru  has 
ever  present  the  Tacna-Arica  question, 
which  it  is  felt  may  any  day  burst 
forth  from  smouldering  ashes  into  the 
flame  of  international  war.  Tacna 
and  Arica  are  two  of  the  provinces 
which  were  taken  from  Peru  by  Chile 
as  a  result  of  the  War  of  the  Pacific, 
but  under  the  express  condition  that 
their  ultimate  sovereignty  should  be 
decided  by  a  plebescite.  The  time  for 
holding  this  plebescite  has  long  since 
passed,  but  no  agreement  can  be 
reached  by  Peru  and  Chile  for  holding 
it.  Irrespective  of  the  merits  of  the 
controversy  and  of  the  importance  or 
lack  of  importance  of  the  disputed 
territory,  there  is  this  open  sore  that 
provides  a  good  excuse  for  both  nations 
to  arm  against  each  other.  Only 
lately  Chile  has  acquired  some  new 
units  for  her  navy  from  Great  Britain. 
Could  it  be  wondered  at  if  Peru  replies 


with  further  additions  to  her  navy, 
even  at  great  financial  sacrifice? 

And  so  it  will  go  on  and  both  coun- 
tries will  spend  in  the  next  decade  a 
hundred  times  more  than  the  diluted 
.provinces  could  ever  be  worth  to  them. 
But  until  we  have  some  better  way  of 
settling  issues  between  nations,  sucli  as 
this  Tacna-Aricaquestion,than  by  resort 
to  arms,  there  can  be  no  relief  from 
the  intolerable  burden  of  armaments. 

Can  either  country  today  be  satis- 
fied that  aggression  upon  the  part  of 
the  other  will  be  promptly  met  by  the 
united  opposition  of  the  rest  of  the 
world,  and  hence  disarm?  And  is  it 
not  possible  that  in  certain  cases  the 
maintenance  of  the  stahis  quo  simply 
as  a  result  of  the  disparity  in  arma- 
ments may  work  a  positive  injustice 
to  the  weaker  nation?  The  writer 
would  not  be  so  bold  as  to  say,  without 
having  studied  this  controversy,  that 
this  is  the  case  in  the  Tacna-Aiica 
question.  But  the  spectacle  of  Chile 
and  Peru  carrying  heavy  armaments 
largely  because  of  a  forty-year  old 
controversy  over  a  small  piece  of 
territory  of  little  or  no  economic 
value  to  either  of  them,  is  a  striking 
illustration  of  the  need  of  some  inter- 
national ag^icy  of  some  sort  to  which 
questions  of  like  nature  may,  and  must 
be,  referred.  Decided  with  justice  to 
both  parties,  and  its  decisions  backed 
by  the  weight  of  pubUc  opinion  of  the 
entire  world,  the  strongest  of  the 
nations  would  not  dare  violate  its 
decisions  with  impunity. 

Perhaps  when  this  is  attained,  a 
billion  dollars  or  so  passing  through  a 
small  nation's  treasury,  as  in  the  case 
of  Peru  in  the  last  century,  will  serve 
to  add  more  to  the  country's  material 
and  moral  progress  than  a  few  thousand 
miles  of  railroad  line  leased  for  a  long 
term  to  foreign  creditors,  twenty  war- 
ships now  at  the  bottom  of  the  sea,  a 
penitentiary,  a  palace  and  a  bridge. 
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Public  Expenditures  and  Receipts  in  France 

By  Charles  Gide 
Professor  in  the  Faculty  of  Law  in  the  University  of  Paris 


BEFORE  the  war  the  budget  of  ex- 
penditures had  gradually  and 
rapidly  increased  from  one  bilHon 
francs  in  1834  to  a  little  more  than 
five  billions  on  the  eve  of  the  war.* 
This  figure  of  five  billions  had  already 
disturbed  pubHc  opinion,  for  it  repre- 
sented more  than  180  francs  per  capita 
in  population,  and  the  financiers  and 
economists  said  that  the  limit  of  the 
taxpayers'  capacity  had  been  reached, 
a  remark  which  today  makes  one  smile. 
The  budget  of  1920  is  exactly  ten  times 
as  much,  or  fifty  billion  francs.  It  is 
true  that  this  has  been  brought  down 
to  a  somewhat  lower  figure,  but  only 
by  rather  unsoimd  economics. 

This  enormous  total  can  be  divided 
into  four  parts: 


dated  debt,  there  was  a  short-term 
debt  (Treasury  Bonds)  and  various 
other  obligations  of  the  state  (par- 
ticularly for  the  guarantee  of  railroad 
deficits),  so  that  the  service  of  interest 
of  the  public  debt  amoimted  to  one 
billion  francs  in  roimd  numbers,  with- 
out coimting  what  is  called  the  life 
debt,  that  is,  340  million  francs  annu- 
ally for  civil  and  military  pensions. 
Therefore,  it  was  about  one-fourth  of 
the  budget  of  expenditures.  This  debt 
was  at  this  date  already  considered  as 
excessive  and  as  handicapping  France 
in  international  competition.  Indeed, 
it  exceeded  the  debts  of  all  the  other 
coimtries  in  the  world,  without  excep- 
tion. 
And  so  it  is  that  with  financial  con- 


(a)  Interest  of  the  public  debt;  about  12  billions 

(b)  Military  expenditures  6       ** 

(c)  Civil  service  7       " 

(d)  Reconstruction  of  the  devastated  regions  and  war  pensions  20      ** 


Interests  op  the  Public  Debt 

Before  the  war,  the  consoUdated 
public  debt  (that  is,  in  perpetual  an- 
nuities or  redeemable  at  long  term) 
ampimted  to  25  billion  francs  capital 
(in  round  numbers),  the  interest  and 
redemption  of  which  (the  latter  very 
trifling)  was  760  million  francs.  This 
debt  in  almost  its  entirety  was  the  re- 
sult of  past  wars  and  particularly  of 
that  of  1870-71. 

But  at  the  same  time  as  the  consoli- 


1  Here  are  the 

progressions  at  the  rate  of  a 

million: 

1884 

1,007  million  francs 

1866 

2,018      " 

1888 

8,107      " 

1909 

4.141      "         "    . 

1914 

5,091      " 

45 


ditions  already  very  burdensome, 
France  f oimd  herself  surprised  by  the 
Great  War,  which  inflicted  on  her 
about  120  billion  francs  of  military  war 
expenses,  properly  called,  and  an  equal 
amount  of  indirect  expenses,  payments 
to  families,  subsidies,  pensions  and  in- 
terest (account  established  December 
31, 1920).  It  goes  without  sa3ring  that 
France  has  not  been  able  to  make  pro- 
vision for  these  enormous  expenditm^s 
with  her  taxes.  She  received  in  taxes 
in  the  course  of  eight  years  (August, 
1914-December,  1920)  about  46  biUion 
francs;  all  the  rest,  that  is,  more  than 
200  billion  francs,  was  obtained  by 
various  kinds  of  loans.  Following  are 
the  various  categories  of  the  war  loans: 
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(a)  Loans  in  consolidated  annuities  (six  loans)  86  billion  francs 

(b)  Loans  in  short-term  obligations  (National  Defense  Bonds)  52       **  ** 

(c)  Loan  from  the  Bank  of  France  26       " 

(d)  Loans  from  foreign  countries  Si       **  *' 


The  25  billion  francs  of  consolidated 
debt  previous  to  the  war  are  therefore 
increased  by  (or  will  be  in  proportion 
to  the  loans  for  consolidation)  200  bil- 
lions and  are  thus  brought  to  225  bil- 
lions and  even  to  a  considerably  higher 
figure  because  all  the  loans  effective  to 
date  were  issued  below  par  (except  the 
last  of  November,  1920,  which  was 
issued  at  six  per  cent  at  par).  And  so 
it  is  that  the  figure  of  86  billions  of  con- 
solidated loans  given  above  represents 
in  fact  what  the  State  has  received 
but  not  what  it  is  pledged  to  pay  when 
the  time  comes.  The  nominal  amount 
of  these  six  loans  reaches  111  billions. 
The  consolidated  debt  of  France  there- 
fore (that  before  the  war  and  that  after 
the  war),  amounts  at  present  to  136 
billion  francs  and  the  total  public  debt 
to  more  than  800  billions,  if  one  takes 
in  accoimt  all  her  other  obligations.^ 
This  debt  is  imfortunately  destined  to 
increase  for  many  years,  as  we  shall  see 
at  the  end  of  this  article. 

The  interest  of  this  enormous  debt, 
figured  at  six  per  cent  and  without 
redemption,  will  amoimt  to  about  18 
billions,  in  fact,  but,  in  the  figure  in  the 
budget  of  1920,  does  not  go  beyond  12 
billions  because  the  interest  of  the  last 

'It  ia  also  necessary  to  remark  that  in  the 
above  outline  the  debt  to  foreign  countries  is 
estimated  at  par;  if  it  were  estimated  at  the 
present  rate  of  exchange  (February,  1921),  it 
would  be  necessary  to  estimate  it  at  about  90 
billions. 

This  is  how  it  is  divided: 

Debt  to  the  United  States  8,500  million  dollars 

"      "  England  570  million  pounds 

"     "  Spain  .  600  million  pesetas 

'*      "  other  countries       1.000  million  francs 

These  debts  are  the  state  debts  only  and  do 

not  include  the  loans  made  in  the  United  States 

for  French  merchants,  probably  5  billion  dollars. 


198       " 

loan  and  foreign  loans  is  not  included 
in  it  and  the  debt  to  the  Bank  of  France 
is  only  encumbered  with  a  negligible 
interest,  and  the  interest  of  loans  pre- 
vious to  the  war  was  only  three  per  cent. 

MnjTART  Expenses 

In  the  budget  of  1913,  which  was 
the  last  administered  before  the  war, 
the  military  expenses  were  figured  as 
follows: 

Army 988  millions 

Navy 488 


1,471 


The  budget  of  1914,  which  was  voted 
on  seven  months  late,  in  July,  1914, 
on  the  eve  of  the  declaration  of  war, 
and  which  therefore  remained  on  pap^, 
involved  an  enormous  increase. 

Army 2,052  millions' 

Navy 513       " 

2,565       " 

The  budget  of  1921  is  figured  as  fol- 
lows (figures  that  are  very  uncertain, 
however) : 

Army 5,288  million  francs 

Navy 852       " 


6,140 


Such  a  figure  is  indeed  made  in  order 
to  confound  those  who  expected  a  re- 
duction, from  the  war,  of  war  expenses. 
Without  wishing  to  try  to  justify  it, 
even  by  the  example  of  the  other  great 
powers  who  did  very  much  the  same 
thing,  the  explanation  is  this. 

'This  figure  of  2,052  millions  induded,  of 
com^e,  848  million  extra  expenses  caused  by  the 
establishment  of  the  three  years  military  service, 
expenses  which  would  not  be  renewed  in  the 
future,  it  was  said. 
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The  expenses  of  the  army  (1921 
budget)  include: 

900  million  francs  for  Syria* 
600       "  "       "  Morocco 

700       "  "       "  the    occupation 

of  the  German  provinces  of  the  Rhine,  these 
expenses  having  to  be  paid  by  Germany. 

These  three  together  represent  more 
than  2  billions,  which  deducted  from 
the  total  war  expenditures  of  5,288 
millions,  leave  for  the  expenditures  of 
the  home  army  about  3  billions.  Now 
if  this  figure  is  compared  with  that 
before  the  war  (about  two  biUions),  it 
will  be  seen  that  the  increase  is  far  less 
than  the  rise  in  prices.  If  the  index 
number  for  France  indicates  a  rise  of 
350  per  cent,  the  conclusion  will  be 
that  a  rise  of  50  per  cent  for  the  war 
expenditures  is  really  modest. 

It  must  be  remembered  that  the  pay 
of  soldiers  and  officers  was  practically 
tripled  (a  sergeant  receives  today  8,000 
francs  instead  of  2,100  before  the  war, 
a  captain  16,000  instead  of  6,000),  and 
even  these  amounts  are  considerably 
lower  than  those  of  foreign  armies. 

Along  with  the  military  expenses,  it 
would  be  proper  to  record  the  pen- 
sions due  woimded  soldiers'  and  the 
families  of  the  dead,  which  amoimt  at 
present  to  3,500  millions  and  possibly 
to  4,500  niillions  on  the  day  when  they 
are  definitely  settled.  But  as  they  have 
been  charged  to  Germany,  by  the 
Treaty  of  Versailles,  we  shall  find  them 
later  on  page  154. 

As  to  the  budget  of  the  navy,  which 
from  500  millions  in  1914  has  only  risen 
to  852  millions,  such  a  small  increase 
can  only  be  explained  by  a  complete 
halt  in  naval  construction  in  France, 
which  is  indeed  the  case.* 

*  In  the  prq;>08ed  budget  of  1921,  the  amount 
asked  for  Syria  and  the  Orient  is  raised  to  888 
millions;  for  Morocco  to  591  millions,  doubtless 
parliament  will  make  a  considerable  reduction. 

*  It  is  interesting  to  compare  with  this  modest 
^gare  that  of  the  naval  expenses  of  the  United 
SUtes  19«0-19«1. 


CrviL  Service 

We  include  under  this  head  every- 
thing that  comes  in  the  province  of  the 
state,  except  the  two  preceding  head- 
ings (public  debt  and  military  expendi- 
tures). Before  the  war  this  service 
amounted  in  the  budget  to  about 
2,300  millions  and  therefore  represented 
less  than  half  of  the  whole  budget 
(45  per  cent).  In  the  budget  of 
1920,  these  expenses  increased  to  about 
eight  biUions,  an  increase  of  250  per 
cent,  a  little  less  than  three  times  as 
much.  It  does  not  exceed  and  even  is 
far  from  reaching  the  increase  in  the 
cost  of  living,  although  the  number  of 
officials  has  increased  very  much,  as  it 
has  in  all  the  belligerent  countries. 

Of  all  services,  that  which  has  in- 
creased the  most  (and  this  is  a  happy 
consolation  among  so  many  others  that 
are  disheartening),  is  that  of  public 
instruction.  This  is  not  sfiying  that  it 
figures  for  a  very  large  share  in  the 
budget,  not  even  one-tenth  of  the 
service  of  the  public  debt;  but  if  the 
figure  is  humiliating  compared  to 
other  expenses,  it  appears,  on  the  other 
hand,  very  creditable  when  compared 
with  what  it  was  formerly.  Following 
are  some  dates  which  mark  the  stages 
of  the  budget  of  public  instruction: 

1870 26  millions 

1880 80       " 

1900 204       " 

1914 700       " 

1920 1.168       " 

The  largest  part  of  this  budget  is  ab- 
sorbed by  primary  instruction  (780 
million  francs).  Higher  education  is 
still  very  poorly  endowed  (65  mil- 
lions). 

A  public  service  which  would  fill 
great  needs,  especially  at  this  time, 
and  which  the  state  can  not  fulfil 
for  lack  of  resources,  is  the  public 
works,  the  tools  of  the  nation.  Al- 
ready quite  insufficient  and  backward 
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before  the  war,  today  it  has  to  be  con- 
structed all  over  agam — ^railroads,  high- 
ways, canals,  ports,  hydro-electric  in- 
stallations, public  hygiene,  and  espe- 
cially the  building  of  new  houses  to 
mitigate  the  frightful  crisis  in  lodging 
accommodations.  The  state  is  obliged 
to  rely  on  individual  initiative  to  take 
care  of  these  urgent  necessities.  The 
railroads,  the  mail  and  telegraph  sys- 
tems, in  spite  of  the  almost  double 
charges,  claim  enormous  deficits;  the 
railroads,  two  billion  francs;  the  postal 
and  telegraph  systems,  500  millions. 

Reconstbuction  op  the  Devastated 
Regions 

Whatever  may  be  the  sympathies 
which  the  devastation  of  the  richest 
region  of  France  awakened  in  foreign 
countries  and  particularly  in  the 
United  States,  one  is  not  sufficiently 
aware  of  the  task  that  falls  on  France 
if  she  is  not  paid  by  Germany  and 
aided  by  her  Allies.  The  amoimt  of 
damages  which  at  first  had  only  been 
estimated  at  £5  billion  francs  has  in- 
creased by  successive  estimates  to  ISO 
billions.*  Such  an  increase  in  the  esti- 
mates evidently  runs  the  risk  of  causing 
them  to  be  suspected,  and  we  have  from 
the  beginning  expressed  regret  that  these 
estimates  were  not  entrusted  to  neutral 
experts  and  even  debated  with  the  Ger- 
mans. However,  it  is  necessary  to  note 
that  this  increase  in  the  estimates  made 
since  the  armistice  does  not  exceed  the 
rise  in  prices;  it  is  incontestable  that 
the  cost  of  construction  has  increased 
four-fold  and  even  five-fold,  and  so  it 
is  not  surprising  that  if  the  costs  of 
reconstruction  were  estimated  at  £5 

*  Including  only  the  damages  in  the  devas- 
tated parts  of  France.  Adding  to  this  the  dam- 
ages on  the  sea  and  in  foreign  lands  the  total 
exceeds  140  billion  francs.  In  addition  to  this 
the  capitalization  of  the  war  payments  to  families 
readies  the  sum  of  60  billion  francs.  Hiis 
makes  a  general  total  of  200  billion  francs. 


billions  during  the  war,  they  had  in- 
creaseji  to  ISO  billions  today. 

The  French  Government  has  pledged 
itself  by  a  law  of  1917,  law  of  national 
solidarity,  a  very  generous  but  rather 
rash  law,  to  completely  indenmify  the 
victims  on  recovering  the  (j^man 
debt.  This  means  that  the  govern- 
ment must  pay  at  once,  when  it  does 
not  yet  know  when  or  how  it  will  be 
paid  itself.  It  is  a  really  tragic  finan- 
cial situation.  The  government  must 
enter  on  the  budget  15  to  20  billion 
francs  (21  billions  in  the  budget  of 
1920)  while  it  has  not  yet  received  any- 
thing from  Germany  in  money,  only  in 
natural  restitutions  (which  are  quite 
considerable). 

The  government  does  not  wish  to 
make  its  taxpayers  (among  whom  are 
the  victims  themselves)  support  the 
payment  of  these  indemnities.  There- 
fore, it  can  only  ask  for  payment  by 
loans.  And  so  it  is  that  its  enormous 
debt  increases  every  year  to  the  extent 
of  the  whole  amoimt  of  this  d^dt, 
and  it  will  continue  to  increase  for  a 
long  time  to  come;  for  even  supposing 
that  Germany  accepts  the  conditions 
that  were  just  imposed  on  her  by  the 
Paris  Conference  (February,  1921), 
she  will  only  have  to  pay,  by  annuities 
at  first  of  two  billions  marks  gold,^  then 
of  three,  of  four,  of  five  and  finally  of 
six,  beginning  with  1931,  of  which 
France  will  collect  only  52  per  cent." 
We  do  not  criticize,  nor  do  we  think 

'  The  mark  gold  is  worth  1.24  francs  gdd,  and 
therefore,  at  the  present  rate  of  exchange,  about 
9JiO  francs  paper.  The  two  annuities  of  two 
billions  marks  gM,  afterward  the  three  annuities 
of  three  billions  marks  gold,  that  is  in  all,  18 
billions,  of  which  a  little  less  than  seven  billions 
is  tar  F^ranoe,  would  furnish  her  according  with 
24  to  25  billions  of  francs  in  five  years,  nHiile 
the  reconstruction  of  the  devastated  regions  for 
these  five  years  will  without  doubt  be  trq>le,  and 
it  will  not  be  finished  at  that  date. 

*  In  addition,  it  is  true,  she  will  have  an  equal 
share  in  the  annuity  eventual  of  12  per  cent  in 
exports. 
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that  a  heavier  burden  should  be  un- 
posed  on  Germany,  but  it  is  none  the 
less  true  that  the  period  of  the  enor- 
mous deficit  for  France  may  last  a  very 
long  'time.  Yesterday  (February  6, 
1921),  the  Premier,  M.  Briand,  in  the 
Chambre,  contemplated  the  eventu- 
ality of  an  annual  loan  of  a  dozen  bil- 
lions for  about  ten  years,  which  would 
ihcrease  our  public  debt  to  a  figure  of 
more  than  400  billion  francs!    Let  us 


hope  that  we  shall  avoid  such  a  calam- 
ity, a  calamity  that  can  only  be  avoided 
when  France  finds  a  way  to  discount 
the  annuities  that  are  to  fall  due,  in  the 
form  of  some  capital  that  can  be  im- 
mediately realized.  For  this  there  is 
needed  someone  who  would  be  willing 
to  advance  the  money  owed  by  Ger- 
many, and  there  is  no  one  but  the 
United  States  that  could  assume  this 
rdle  of  saviour. 


The  Sources  of  the  Receipts  of  the  French 
Government  in  1920 


By  Gabton  Jezb 

Professor  of  Fmances  in  the  Faculty  of  Law  in  the  University  of  Paris 


THE  year  19^  marks  in  France  a 
very  important  date.  Taxes  were 
suddenly  carried  to  an  enormous  figure. 
New  taxes  of  more  than  eight  billions 
(estimated)  were  created  by  the  laws 
of  June  25»  19^,  and  of  July  31, 19^. 
The  budget  for  19^  valued  the  "ways 
and  means  applicable  to  the  ordinary 
budget  for  the  1920  period"  at  the 
total  of  21,770  million  francs.  The 
budget  voted  July  15,  1914  foresaw 
receipts  for  5,191.6  million  francs 
(against  5,191.6  million  francs  in  ex- 
penditures); but  in  the  receipts,  the 
loans  amounted  to  £98  million  francs 
and  moreover  there  was  expected  an 
exceptional  receipt  of  112.5  million 
francs.  For  1913,  the  receipts  ex- 
pected had  been  4,738.8  million  francs. 
At  any  rate,  the  following  is  a  com- 
parative table  of  the  expenditures  and 
receipts  executed  from  1903  to  1912 
(in  millions  of  francs). 

Period    Receipts     Expendi-       Surplus  or 


tures 

Deficiency 

1908 

8.667.6 

8,597.2 

+70,880.5 

1904 

8,789.0 

S,GSS.5 

+100,522.2 

1005 

8,766.8 

8,706.8 

+59,508.0 

1906 

8,887.0 

8,852.0 

-15,009.8 

1907 

8,968.4 

8,880.2 

+88,126.9 

1908 
1909 
1910 
1911 
1912 


8,966.4 
4,140.9 
4,278.9 
4,689.0 
4,857.5 


4,020.5 
4,186.6 
4,821.9 
4,547.9 

4,742.8 


-54,144.6 

-45,177.5 

-48,027.8 

+141,180.1 

+114,785.1 


And  here  is  seen  the  important 
progression  of  the  receipts  of  the  gov- 
ernment between  years  anterior  to 
1914  and  1920: 

1914    5,191 .6  milUqps  in  1914  (estimated) 
1920  21,770.0  millions  in  1920  (estimated) 


16,578.4  million  francs  increase 

Moreover,  in  the  increase,  there  are  a 
certain  number  of  billions  which  do 
not  represent,  strictly  speaking,  re- 
ceipts, e.g.f  the  liquidation  of  war 
stocks  for  four  billion  francs.  During 
the  period  1914-1919,  no  budget 
was  voted.  The  Chambres  simply 
granted  the  government  large  votes 
of  credit  in  confidence,  called  provi- 
sional credits.^  The  budget  of  receipts 
was  not  made  out.  Moreover,  the  ac- 
coimts  of  the  war  period  are  very 

^  The  first  step  in  a  return  to  the  regular  bud- 
get methods  was  the  vote  of  the  law  of  August 
12,  1010,  fixing  the  ordinary  budget  of  civil 
services  of  the  fiscal  period  1010.  There  was  no 
estimate  of  receipts. 
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late,  so  that  it  is  impossible  to  say  just 
what  was  the  amount  of  the  receipts 
executed.  In  his  report  of  July  10, 
19^,  Senator  Paul  Doumer,  at  present 
minister  of  finances,  valued  as  follows 
the  receipts  executed  from  August  1, 
1914  to  July  1,  1920  (in  millions  of 
francs)  :* 


It  is  difficult  to  adopt  a  satisfactory 
criterion  of  classification  of  receipts. 
Those  that  are  usually  observed  in  the 
political  discussions  in  Parliament  are 
arbitrarily  chosen  to  justify  a  certain 
thesis.  What  one  ordinarily  sees 
proved  is  either  that  the  indirect  taxes 
are  too  severe  in  relation  to  the  direct 


Last  five  months  of  1914 
Fiscal  year  1915 
"       "    1916 


1,238.8    1917 
4,118.4     1918 
4,640.8    1919 
6  first  months  of  1920 


5,811.8 

6,986.8 

10,176.8 

6,637.5 


These  data  show  how  great  was  the 
load  that  was  suddenly  put,  in  1920,  on 
the  shoulders  of  French  taxpayers. 

It  is  necessary  to  add  the  local  bur- 
dens (departments  and  communes), 
which  are  quite  considerable.  In  the 
absence  of  recent  documents,  it  is  im- 
possible to  say  exactly  what  it  is.  All 
that  is  known  is  that  it  is  formidable.' 
Therefore,  the  figures  resulting  from 
the  budget  of  the  government  only  give 
a  very  inexact  idea  of  the  matter. 

Classification  of  Receipts 
According  to  Theib  Soubcb 

The  French  budget  classifies  re- 
ceipts with  very  little  system.  There 
is  no  scientific  criterion.  The  classi- 
fication of  the  1920  budget  (in  millions 
of  francs)  follows: 

I.  Proceeds  collectible  in  France: 

(a)  Taxes  and  revenues 

(b)  Proceeds  of  industrial  monopolies  and  exploitations  of  the  govern- 

ment 

(c)  Proceeds  and  revenues  from  government  property 

(d)  Receipts  from  public  funds 

(e)  Divers  proceeds  from  the  budget 

(f)  Extra  resources 

II.  Proceeds  collectible  in  Alsace-Lorraine 
m.  Proceeds  collectible  in  Algeria 

Total  of  the  ways  and  means  applicable  to  the  ordinary  budget  of  the  1920 
fiscal  year 


taxes,  this  being  the  thesis  of  the  so- 
cialists or  radicals;  or  else,  that  the  in- 
direct taxes  and  the  direct  taxes  are 
properly  divided,  about  one-half  or  50 
per  cent,  this  being  the  thesis  of  the 
government  and  the  conservatives. 

On  the  other  hand,  it  is  known  that 
in  each  country  the  expression  "direct 
taxes"  has  a  technical  sense,  which 
does  not  correspond  to  any  scientific 
criterion.  In  France,  any  tax  col- 
lected by  means  of  a  roll  of  names  (rdle 
nomatif)  is  called  direct  tax.  Hence, 
the  same  tax  may  pass  from  the  class 
of  direct  taxes  to  that  of  indirect  taxes, 
when  it  is  no  longer  collected  by  a  roll 
of  names.  It  is  thus  that  in  French  ter- 
minology the  taxes  on  the  revenue  of 
personal  property  (securities)  is  no<  a 
direct  tax,  nor  is  the  inheritance  tax 


10.407.1 

1,998.4 

14«.7 

489.6 

285.6 

8,415.0 

76.0 

5.9 

21,770.8 


'  Report  on  the  general  budget  of  the  fiscal 
year  1920  period.  Senate,  No.  S39,  p.n4. 

•For  the  city  of  Paris  alone,  there  were 
created  in  1919, 197  million  new  receipts,  and  in 
1920,  115  miUion  new  receipts;  a  total  of  S12 


millions  in  the  space  of  two  years.  They  are  ex- 
pecting to  fix  in  1921  an  additional  burden  of  more 
than  100  millions,  necessary  in  rHSstablishing 
equilibrium. 
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(death  duties).    However,  in  the  great  and  duties  (fees).    It  would  be  possible 

majority  of  countries  and  for  all  theo-  to  multiply  examples.     The  official 

lists  of  public  finances  the  two  taxes  classification  should  not  be  overlooked 

are  essentiaUy  direct  taxes.    likewise,  in  grouping  taxes  and  receipts.    Here 

the  extra  tax  on  war  profits  (excess  are  the  chief  sources  of  receipts  offered 

profits  duty)  is,  in  French  adminis-  according  to  a  grouping  which  is  in  no 

tration,   a  direct   tax.     Finally,   the  way  severe,  as  they  were  expected  for 

French  Government  does  not  make  1920  (in  millions  of  francs).   Noimpor- 

any  scientific  distinction  between  taxes  tant  changes  are  proposed  for  1921. 


I.  Taxes  on  the  revenue  from  ci^ital 

Land  tax  (lands) 

254.7 

Constructed  property  (houses) 

151.6 

Revenue  of  personal  property  (securities) 

818.7 

Revenue  of  credits,  deposits  and  securities 

«7.5 

Rent  from  the  mines 

15.1 

n.  Taxes  on  the  revenues  from  commerce  and  industry 

Extra  tax  on  war  profits  « 

4,000.0 

Commercial  and  industrial  profits 

500.0 

Tax  on  patents,  individual  and  commercial  profits 

14.4 

in.  Tax  on  profits  from  agricultural  exploitation 

80.0 

IV.  Taxes  on  salaries,  indemnities  and  emoluments,  wages,  pensions 

55.0 

Profits  from  non-commercial  exploitations  (lawyers,  doctors,  etc.) 

8.0 

v.  General  tax  on  revenue 

800.0 

Tax  on  rents  of  houses 

5,S 

Tax  on  doors  and  windows 

S.5 

VI.  Luxury  taxes 

Carriages,  horses,  mules 

18.8 

Billiards 

1.6 

Qubs,  societies  and  meeting  places 

1.8 

Automobiles 

87.0 

Game-keepers 

0.6 

Guarantee  from  articles  of  silver  and  gold 

18.7 

Playing  cards 

2.5 

Vll.  Taxes  on  ci^ital: 

Donations 

22.1 

Inheritance 

478.6 

Mortmain  property 

44.8 

Vlil«  Taxes  on  business 

Transfers  of  property 

712.8 

Recording  agreements,  deeds,  etc. 

268.6 

Mortgages 

18.0 

Capital  insured  against  fire 

5.2 

Stamp  duty 

820.7 

Exchange  transactions 

16.1 

IX.  Taxes  on  payments 

Special  tax  on  payments 

516.2 

Amount  of  business 

2,084. 8» 

X.  Custom-house 

1,770.0* 

^  In  arrears  and  current  year.    The  tax  is  now  repealed. 

*  The  expectations  were  much  greater  than  the  collections.    The  lowest  value  in  the  collections 
was  more  than  00  per  cent,  more  than  one  billion  francs. 

*  Not  induding  the  tax  on  salt. 
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XI.  Consumption  taxes 

Beverages  (wines,  eiders,  beers) 

504.5 

Alcohols 

430.7 

Mineral  waters 

6.5 

Vinegars 

6.0 

Drug  specials 

14.5 

licenses  from  dealers  in  beverages,  etc. 

46.5 

Chicoree  and  other  succedaniums  of  coffee 

29.8 

Mineral  oils,  petroleum,  gasoline 

8.5 

Candles 

4.1 

Salts 

81.7 

Transportation  by  railroad 

850.0 

Transportation  by  other  vehicles 

S,S 

Theatrical  performances 

20.0 

Sugars  and  saccharine 

867.2 

Xn.  Industrial  monopolies  and  exploitations  of  the  government 

Matches 

78.4 

Flints 

1.6 

Tobaccos 

975.0 

Powder  for  fire  arms 

14.2 

Other  exploitations 

4.5 

Railroads  in  Morocco 

12.0 

Xm.  Postal,  telegraph  and  telephone  systems 

Postal  System 

591.8 

Telegn^h  System 

168.8 

Telephone  System 

174.8 

XIV.  Property  of  the  government  other  than  the  forests 

90.1 

Forests 

52.5 

XV.  Duties  (fees)' 

150.0 

XVI.  Extra  resources 

Proceeds  from  the  liquidation  of  war  stocks  or  materials 

2,915.0 

Previous  deduction  on  the  surpluses  1920  » 

1,500.0 

These  are  estimates  of  reports,  ac-  be  collected  in  virtue  of  the  1920  pe- 

cording  to  the  general  report  of  the  riod  2,857  millions.* 

deputy,  Mr.  Charles  Dumont,  on  the  Collections- 

budget  of  1921    (January   12,   1922,  pj,^  ^^  ^^  aasimikted 
No.  2,002,  p.  12),  the  proceeds  exe-        t^^es  757.0 

cuted  from  January  1  to  December  81,  Extra  taxes  on  war  profits  2,898 . 6 

1920,  were  lower  than  the  expectations.  Recording  2,778 . 0 

The  collections  amoimted  to  17,587  Stamps  515.9 

million  francs,  viz:  there  remained  to  Exdiange  transactions  24.6 

»  Tlic  figure  carried  under  this  head  is  only  Tax  on  the  revenue  of  personal 
approximate;  it  includes  a  certain  number  <rf         property  567.5 

receipts  classed  by  the  budget  as  taxes  for  the  Special  tax  on  payments  804.4 

testing  of  weights  and  measures,  measures  for  Tax  on  the  amount  of  business  942.2 

alcohol  measures  for  densities,  taxes  tot  visits  Custom-house  1,591.5 

to  drug  stores,  rents  of  all  kinds,  university 
rents,  etc.  etc  •  That  includes  the  taxes  on  the  revenues  of 

*  litis  signifies  that  at  the  time  when  the  bud-  capital,  commerce  and  industry,  with  the  ex- 
get  was  voted  for  (July  81,  1020),  the  receipts,  ception  of  the  tax  on  war  profits,  of  wages,  the 
on  the  basis  of  the  *^Ti»fring  taxes,  .from  January  general  tax  on  the  revenue  of  several  luxury 
1  to  July  81, 1020,  had  given  a  superior  value  (on  taxes,  but  not  the  tax  on  the  re  venue  on  personal 
the  estimates)  of  1,500.0  million  francs.  property. 
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Indirect  contributions  ^^ 

1,699.4 

Cdonial  commodities  u 

141.6 

Salts 

38. « 

Sugars 

429.5 

Essences,  petroleums,  gasoline 

89.3 

Monopolies 

1,586.8 

Postal,   telegraph,   telephone 

systems  and  various  exploita- 

tions 

915.8 

Property  of  the  government 

144.1 

Order  receipts  and  various  pro- 

ceeds 

588.9 

Liquidation  of  French  stocks 

(articles)" 

1,649.6 

Total 


17,587.4 


The  deficit  is  1,146  million  francs» 
that  is  55  per  cent  of  the  income  ex- 
pected. For  the  other  taxes  and  the 
monopolies,  the  collections  noticeably 
exceeded  the  estimates. 

General  Obientation  of  the  Fiscal 

System 

The  Allied  experts  at  the  technical 
conference  of  Brussels  on  reparations, 
sent  to  their  governments  a  common 
report  on  the  comparative  fiscal  bur- 
den in  Germany,  France,  Italy  and  the 
United  Kingdom.^^  It  is  stated  there, 
in  regard  to  France:  "Total  amount  of 
permanent  and  extra  taxes,  15,471 
million  francs,  corresponding  to  890 


The  rest  to  be  collected  for  1920  would 
amount  to  2,857  million  francs,  namely: 

Direct  contributions  802 . 0  millions 

Greneral  tax  and  taxes  on  the  revenues  ^  1,100.0 

Tax  on  war  profits  945 .0 

In  all,  for  the  direct  taxes  and  assimilated  taxes,  there  was  expected  1 ,922 . 6 

There  was  collected  or  there  remains  due  2,159 . 0 

For  the  extra  war  profits  tax,  there  was  expected  4,000.0 

There  was  collected  or  there  remained  8,888 . 6 


There  is  here  a  large  deficit.  For 
the  consumption  taxes,  the  largest 
deficit  is  that  of  the  tax  on  the  amoimt 
of  business.  There  was  expected  for 
the  last  five  months  of  1920  (the  tax 
was  only  applied  coimting  from  July 
1,  1920;  it  is  coUected  each  month  on 
the  business  of  the  preceding  month), 
2,082  million  francs.  These  are  the 
results  (in  millions  of  francs) : 


Proceeds 

Estimates 

July,  August,  1920        292.8 

700.0 

September                     234.4 

460.0 

October                          205.5 

460.0 

November                      208.2 

462.8 

Total 


985.9 


2,082.8 


"Exdae. 

u  Induding  tobaccos. 

"  The  liquidation  of  American  atocks  fur- 
niahed  870  million  francs.  This  is  not  a  receipt 
of  the  budget. 

^  The  liata  of  taxes  for  1980  could  not  be  put 
on  collection  until  the  end  of  1980  or  the  begin- 
ning of  1921. 


francs  per  capita,  169  francs  in  per- 
manent direct  taxes  and  120  francs  in 
indirect  taxes."  It  is  not  easy  to  see 
how  the  Allied  experts  arrived  at  this 
statement.  The  French  fiscal  system 
is  thought  to  give  a  preponderant 
place  to  indirect  taxes.  According  to 
the  experts,  the  direct  taxes  would  be 
much  greater  than  the  indirect  taxes 
(about  three-fifths  of  the  total  of 
taxes).  And  ao,  what  is  the  criterion 
of  classification  adopted  by  the  ex- 
perts? It  does  not  fit  in  with  the 
table  of  receipts  of  the  government 
for  1920." 

The  main  characteristic  of  the  pres- 
ent French  fiscal  system  is  the  enormity 
of  the  consumption  taxes  established  in 
the  course  of  recent  years.    The  pro- 

"  Le  Tempi  (The  Times),  Feb.  5, 1921. 

^According  to  the  same  experts,  in  Great 
Britain  the  direct  taxes  would  be  five-eighths  of 
the  whole  amount  of  the  taxes,  so  that  the  pro- 
portion would  be  about  the  same  in  F^rance  as  in 
England.    This  is  certainly  a  mistake. 
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testations  of  the  socialist  and  radical  19^.   It  seems  that  maYimiiin  imposi- 

parties  against  this  policy  have  been  tion  on  the  French  people  has  been 

energetic*  but  without  success.     The  reached.     It  is  in  the  direction  of  a 

taxes  on  capital  occupy  a  very  modest  more  equitable  division  of  the  burden 

place,  the  inheritance   and  donation  among   the   classes   of   society   that 

taxes  only  furnish  500  million  francs,  changes  must  be  brought  about.    Nev- 

The  most  favored  class  of  society  is  ertheless    in    March    1921     Senator 

that  of  the  peasants.    Their  agricul-  Cheron,    reporting   for   the   Finance 

tural  profits   are   considerable:   their  Commission,  showed  the  necessity  of 

assessment  is  small,  and  yet  it  was  collecting  additional  billions  of  taxes 

raised    to    enormous    proportions    in  in  1922  to  bring  about  equilibrium. 
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A  Suggestion  op  Correct  Principles  for  General  Revision  op 

Revenue  System^ 

By  Daniel  C.  Roper 

Formerly  CommiBsionor  of  Internal  Revenue  of  the  United  States 


IT  is  generally  understood  that  Con- 
gress must  undertake  a  revision  of 
revenue  legislation.  The  war  revenue 
acts  have  rendered  heroic  service. 
For  the  immediate  purposes  sought 
they  proved  to  be  nothing  short  of 
marvelous.  The  Congress  is  entitled 
to  the  unstinted  thanks  of  the  Ameri- 
can people  for  these  great  tax  laws. 
They  are,  however,  out  of  joint  with 
the  after-war  conditions.  The  laws 
will  no  longer  yield  the  revenue  which 
the  government  must  have,  and  oper- 
ate so  inequitably  that  the  fleece  is  not 
worth  the  cries  of  peace-time  business 
and  industry. 

Everyone  hopes  that  Congress  will 
deal  with  this  serious  problem  com- 
prehensively and  decisively — ^not  piece- 
meal or  tentatively.  Congress  is  al- 
ways reluctant  to  change  a  tax  law 
that  is  producing  the  necessary  reve- 
nue, but  once  convinced  that  the  reve- 
nue will  not  be  forthcoming,  we  may 
hope  that  our  national  lawmakers  wiU 
bring  forth  a  constructive  law  which 
will  adequately  support  the  Treasury 
and  at  the  same  time  stimulate  our  eco- 
nomic readjustment  by  removing  the 
most  fruitful  cause  of  uncertainty  and 
hesitation. 

Underlying  Principles 

It  seems  to  me  that  before  attempt- 
ing to  consider  any  of  the  numerous 
programs  for  tax  revision  which  will 
be  presented,  we  should  get  clear  in 
mind  the  underlying  principles  and  the 

^  Reprinted  from  the  Bnamess  Annual  of  The 
Journal  of  Commerce,  Jan.  S,  1921. 
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practical  considerations  which  should 
control  the  decisions  to  be  reached. 
The  tax  program  itself  should  not  be 
approached  until  the  fundamentals 
have  been  laid  down  and  agreed  upon. 
Many  citizens  and  groups  of  inter^ted 
individuals  have  prepared  elaborate 
suggestions  for  Congress.  The  trouble 
with,  many  of  them  is  that  they  start 
from  biased  or  selfish  viewpoints  and 
proceed  to  erroneous  and  unsound 
conclusions. 

For  myself,  I  would  not  present  and 
insist  with  Congress  on  a  certain  tax 
program.  I  prefer  to  leave  that  diffi- 
cult problem  to  the  Congress  where  the 
clearing  house  of  ideas  exists  and  where 
imder  the  Constitution  the  responsi- 
biUty  for  such  legislation  is  lodged.  My 
desire  is  that  the  legislators  will  en- 
deavor first  to  get  a  clear  imderstand- 
ing  of  the  whole  situation,  that  they 
will  test  every  proposal  according  to 
its  administrability  and  that  they  will 
act  comprehensively  and  consistently 
on  the  entire  revenue  question. 

Chief  Considerations 

If  Congress  proceeds  in  this  orderly 
fashion  it  will  not  be  so  very  diflBcult 
to  winnow  the  wheat  from  the  smoth- 
ering mass  of  chaff.  To  my  mind,  the 
chief  considerations  are: 

1.  The  revenue  requirements  should  be 
reduced  by  every  possible  economy  in  oper- 
ating the  government  and  by  refunding 
where  and  when  safe  financing  will  permit. 

2.  Salvage  of  war  materials  should  be 
expedited  and  the  estimated  yield  deducted 
from  the  revenue  requirements. 
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8.  A  tariff  policy  should  be  decided  upon 
and  consistently  followed  to  produce  reve- 
nue of  a  certain  sum,  which  also  should  be 
deducted  from  the  aggregate  requirements 
in  order  to  arrive  at  the  sum  which  must  be 
raised  by  internal  taxes. 

4.  Tax  administration  should  be  strength- 
ened by  eliminating  taxation  for  police  or 
regulatory  purposes. 

5.  Several  objects  of  taxation  are  neces* 
sary,  but  the  list  should  not  be  unduly 
extended. 

6.  No  tax  should  be  made  to  carry  an 
excessive  rate. 

7.  A  tax  established  and  working 
smoothly,  if  productive,  should  not  be 
hastily  discarded. 

8.  Entire  equity  can  not  be  attained; 
simplicity  and  certainty  are  more  impor- 
tant. 

The  Public  Debt 

The  next  generation  will  be  more 
greatly  benefited  by  the  preservation 
now  of  the  nationalheritage  of  political 
and  economic  institutions  which  should 
be  passed  on  unimpaired,  than  by  an 
immediate  final  distribution  of  the  cost 
of  the  war.  The  resumption  of  normal 
production  and  distribution  should  not 
be  retarded  by  burdens  which  can  be 
avoided.  The  refunding  of  the  public 
debt  is  an  obvious  expedient  to  reduce 
the  revenue  requirements  and  not  only 
decrease  the  annual  tax  levy  but  also 
simplify  the  system  of  collection.  Be- 
yond a  certain  point  a  tax  can  not  be 
made  to  yield  more  revenue  by  increas- 
ing the  rate,  and  resort  must  be  had  to 
other  and  additional  objects  of  tax- 
ation. Therefore,  by  miucing  the 
amount  of  revenue  required,  the  num- 
ber of  taxes,  as  weU  as  the  rates,  may 
be  decreased.  The  operations  of  the 
government  must  be  placed  upon  an 
economic  peace-time  basis  as  early  as 
possible.  All  the  countries  seem  to  be 
suffering  from  a  raid  on  the  part  of 
unqualified  citizens  to  serve  and  a  dis- 
position of  those  especially  qualified  for 
service  to  pursue  business  rather  than 


government  endeavors.  The  country 
needs  the  constructive  assistance  of  its 
best  citizens  as  much  in  peace  as  in 
war. 

Salvage  op  Wak  Matebials 

With  the  present  increasing  unem- 
ployment and  decreasing  production  in 
many  lines  the  time  is  most  opportune 
for  closing  out  the  vast  stocks  of  war 
mimitions.  From  clothing  to  building 
material,  through  a  numerous  categoiy 
of  useful  articles,  the  government  still 
has  on  hand  an  accumulation  of  prod- 
ucts intended  for  the  military  and  naval 
forces  which  should  be  promptly  sal- 
vaged. Not  only  will  activity  in  this 
direction  be  productive  of  considerable 
revenue,  but  an  outlet  can  be  provided 
for  some  unoccupied  labor,  and  com- 
modities will  be  made  available  to 
supplement  the  warehouses  and  shelves 
of  merchants  which  are  soon  to  be 
seriously  depleted. 

Tabiff  and  Taxation 

Readjustment  of  the  tariff  in  the 
light  of  changed  economic  conditions 
will  probably  be  undertaken  soon.  In 
working  out  this  readjustment  it  seems 
to  tne  that  it  is  highly  important  to  fix 
upon  a  definite  revenues  objective  and 
to  adjust  the  various  schedules  to  pro- 
duce as  nearly  as  can  be  estimated  a 
certain  sum  annually.  Unless  the  tariff 
is  thus  treated  as  an  integral  part  of 
the  revenue  program  it  will  be  difficult 
to  reduce  the  tax  burden  to  the  full  ex- 
tent which  would  be  practicable  if  the 
yield  from  the  tariff  is  decided  upon  in 
advance  of  all  the  detailed  adjustments. 

Taxation  fob  Revenue  Only 

The  federal  taxing  power  has  been 
extended  to  embrace  matters  of  regu- 
lation, such  as  the  adulteration  of  but- 
ter and  flour,  the  misbranding  of  oleo- 
margarine, the  traffic  in  narcotics,  in- 
toxicating beverages  and  alcohol,  the 
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employment  of  child  labor»  and  the 
control  of  personal  expenditures  for 
luxuries.  Quite  aside  from  the  inter- 
esting constitutional  question  involved 
in  this  legislative  tendency,  it  seems  to 
me  unwise  from  purely  administrative 
considerations  to  complicate  the  taxa- 
tion system  and  to  elaborate  its  organi- 
zation for  these  essentially  extraneous 
purposes.  Federal  taxation  has  grown 
to  such  proportions  that  good  adminis- 
tration, as  well  as  wise  legislation,  in 
this  field  is  of  importance  paramount 
to  even  the  most  laudable  police  meas- 
ures. Such  police  measures,  including 
the  enforcement  of  prohibition,  should 
be  handled  by  agencies  separate  and 
distinct  from  the  Bureau  of  Internal 
Bevenue.  The  officer  charged  with  re- 
sponsibiUty  for  administering  such  tax 
laws  as  we  now  have  or  any  which  can 
be  substituted  for  them  should  not  be 
required  to  turn  aside  continually  from 
the  main  task  to  unrelated  activities, 
which  must  nevertheless  be  carried  on 
consistently  and  coordinately  under 
the  general  revenue  statutes.  This 
branch  of  the  government  should  be 
left  free  to  concentrate  and  specialize 
on  the  sole  problem  of  taxation  for 
revenue.  Economies  in  administration, 
as  well  as  other  valuable  purposes,  will 
be  secured  by  consolidating  all  the 
federal  tax  collecting  machinery.  This 
would  efiFectively  coordinate  the  cus- 
toms and  internal  revenue  services. 

Objects  of  Taxation 

Probably  few  people  realize  how  dif- 
ficult it  is  to  inaugurate  a  new  tax  so 
as  to  drain  properly  an  untried  field  of 
revenue.  It  is  somewhat  like  the  com- 
mercial experience  of  entering  a  new 
market,  or  like  the  industrial  experience 
of  taking  on  a  new  line  of  manufacture. 
Adjustment,  conversion,  recruitment 
and  trial  of  men  and  materials  are  in- 
volved. Results  can  not  be  immediate. 
It  was  very  fortunate  that  in  1917  we 


had  the  income  tax  law,  experience  of 
several  years  in  its  interpretation  and 
operation,  and  the  framework  at  least 
of  an  organization.  This  tax  soon  be- 
came the  keystone  of  the  arch.  The 
old  taxes  linked  with  the  traffic  in  al- 
cohoUc  beverages  passed  away  (as  reve- 
nue measures)  with  the  Eighteenth 
Amendment,  and  today  the  income  and 
profits  tax  is  depended  upon  for  three- 
quarters  of  the  internal  revenue. 

In  this  situation  there  is  danger,  for 
the  yield  of  any  tax  fluctuates  with  the 
changes  occurring  in  the  object  to 
which  it  is  applied.  If  too  much  de- 
pendence is  placed  on  a  single  tax  the 
national  revenue  will  be  uncertain.  At 
the  present  moment  conditions  con- 
trolling incomes  and  profits  are  such 
that  grave  apprehension  is  entertained 
whether  the  existing  revenue  laws  wiU 
yield  adequate  revenues.  The  govern- 
ment should  not  place  all  its  golden 
eggs  in  one  basket  or  in  too  few  baskets. 
New  objects  of  taxation  are  needed  and 
must  be  decided  upon  so  that  the 
machinery  for  developing  them  inay 
be  built  up,  set  running  and  made  to 
find  itself  in  smooth  running  coordina- 
tion of  its  parts.  These  objects  should 
be  judiciously  chosen,  and,  also,  they 
should  not  be  too  numerous.  Multi- 
pUcity  of  taxes  gives  rise  to  natural 
vexation  and  feeling  of  harassment  on 
the  part  of  the  taxpaying  public  and 
administration. 

Moderate  Bates 

"Who  pays  the  tax?'*  is  a  question 
which  has  given  rise  to  so  much  con- 
jecture and  controversy  as  to  suggest 
the  answer  that  nobody  knows.  Some- 
where it  is  absorbed.  The  government 
gets  it  and  from  someone's  substance 
it  is  yielded.  In  the  cases  of  taxes  on 
business  it  is  probable  that  the  buyer 
pays  the  tax  in  the  seller's  market  and 
vice  versa,  but  each  individual  trans- 
action would  have  to  be  acrutinized» 
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and  even  then  the  elements  affecting 
the  fixing  of  price  are  so  complex  that 
sure  decisions  could  hardly  be  reached. 
As  long  as  the  rate  of  the  tax  is  mod- 
erate, evasion  will  be  hardly  worth 
while,  diversion  of  economic  currents 
will  not  occur,  and  there  will  be  little 
protest.  A  high  rate  applied  to  any 
tax,  however,  will  stimulate  evasion, 
divert  the  course  of  ordinary  business 
and  living  to  other  channels,  and 
arouse  resentment.  It  will,  moreover, 
defeat  its  own  purpose  by  yielding  less 
revenue  than  a  lower  rate.  We  have 
this  now  occurring  with  the  income 
surtaxes,  which  are  so  high  that  savings 
are  being  driven  into  tax-free  securities. 
The  conclusion  is  obvious  that  even  the 
best  tax  ceases  to  Jbe  a  good  tax  if  the 
rate  is  placed  too  high. 

AccusTOBfED  Use 

All  taxes  are  necessary  evils,  and  es- 
pecially new  taxes.  I  would  place  as 
the  first  mark  of  a  good  tax  "accus- 
tomed use."  The  excess  profits  tax  has 
had  use,  and  we  are  accustomed  to  it. 
This,  however,  is  the  only  good  mark 
which  this  tax  now  has,  for  even  its 
productivity  is  on  the  wane.  On  the 
other  hand,  the  great  merit  of  the 
tobacco  tax  is  accustomed  use.  This 
is  a  productive,  weU-established  tax, 
thoroughly  absorbed  by  the  industries, 
businesses  and  consumers  affected,  and 
reduced  in  operation  to  a  fairly  satis- 
factory routine  through  many  years  of 
administration  by  the  Tobacco  Divi- 
sion of  the  Internal  Revenue  Bureau. 
Even  this  tax  should  not  be  made  to 
carry  an  excessive  rate. 

A  new  tax  is  a  disturbing  element. 
It  carries  friction  and  uncertainty  to 
every  point  of  incidence.  It3  effects  are 
magnified  by  apprehension.  Every  step 
in  its  assessment  and  collection  occa- 
sions more  expense  and  annoyance,  and 
is  more  fraught  with  the  possibility  of 
error  and  fraud  during  the  first  year  of 


operation  than  at  any  time  thereafter 
until  it  acquires  the  great  virtue  of  "  ac- 
customed use."  The  responsibility  for 
imposing  a  new  tax  is  serious.  At  the 
outset,  a  new  tax  should  be  made  as 
simple  as  possible  and  the  rate  should 
be  low. 

No  Equitable  Taxes 

The  endeavor  to  make  a  system  of 
taxation  equitable  is  apt  to  lead  us  into 
many  pitfalls  of  inconsistency  and  con- 
fusion. The  fact  is  that  entire  equity 
can  not  be  attained  under  any  system 
of  taxation.  If  a  general  tax  law  oper- 
ates so  as  to  impose  gross  hardship  on 
some  taxpayers  it  is  better  to  repeal 
the  law  and  substitute  something  better 
than  to  attempt  to  patch  it  up  with  so- 
called  "relief"  provisions.  Provisions 
of  this  kind  in  the  1918  Revenue  Act 
have  caused  more  administrative  diffi- 
culty and  more  contention  and  protest 
than  any  of  the  original  provisions  of 
the  1917  law.  Certainty  and  simplicity 
are  far  more  important  in  a  tax  measure 
than  the  abstract  element  of  equity.  If 
the  incidence  of  a  tax  is  widespread 
and  the  weight  is  not  burdensome  we 
need  not  concern  ourselves  too  much  as 
to  whether  all  classes  of  citizens  are 
affected  alike.  Taxes  have  a  way  of 
being  absorbed  into  the  general  eco- 
nomic situation. 

Consideration  of  equity  should  not 
control  the  decision  with  respect  to  pro- 
posed taxes,  for  there  are  many  other 
considerations  which  are  more  im- 
portant. Also  the  administrative  ma- 
chinery should  not  be  burdened  with 
the  responsibility  for  distinguishing  be- 
tween taxpayers.  We  cannot  hope  to 
attain  these  ends  suddenly  or  even  to 
avoid  hardships  in  the  new  law  and  its 
enforcement.  SimpUcity  in  our  tax 
laws  and  sympathetic  attitude  in  ad- 
ministration on  the  part  of  the  public 
and  the  enforcing  officers  should,  how- 
ever, be  made  the  burden  of  all  endeavor. 
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The  Inheritance  Tax 

By  M.  H.  HiTNTEB 

ABsistant  Profettor  of  Economics,  University  of  Illinois 


THE  expenditures  of  all  political 
bodies  have  been  continually  in- 
creasing. In  normal  times,  the  public 
has  kept  demanding  that  its  govern- 
mental units  undertake  new  and  ex- 
pensive functions,  the  cost  of  which 
has  not  always  been  considered.  Some 
of  the  ordinary  costly  functions  of 
modem  governmental  units  are  the 
establishment  and  maintenance  of 
educational  systems;  the  provision  for 
defectives,  delinquents  and  depen- 
dents; the  protection  to  person,  prop- 
erty and  health;  the  building  and 
maintenance  of  highways;  and  the 
r^^lation  of  railroads  and  public 
utilities,  as  well  as  nimierous  other 
forms  of  regulation.  When  an  emer- 
gency arises,  such  as  the  Great  War, 
expenditures,  especially  those  of  federal 
governments,  mount  to  almost  unbe- 
lievable heights. 

All  these  increased  expenditures 
must  be  met  by  increased  revenues. 
So  long  as  wealth  and  population 
increased  more  rapidly  than  the  de- 
mand for  additionaJ  fimds,  the  individ- 
ual burden  was  not  increasing  and, 
consequently,  little  interest  was  shown 
in  the  expenditures  and  revenues  of 
political  bodies.  As  the  new  burdens 
became  more  noticeable,  citizens  be- 
came concerned  about  the  use  to  which 
funds  were  put,  and  about  the  justice 
of  the  methods  by  which  they  were 
secured.  This  has  led  fiscal  officials, 
in  their  search  for  additional  revenues, 
to  use  sources  which  will  not  only  be 
productive  of  funds,  but  which  can  be 
upheld  imder  the  principles  of  justice, 
and  which  will  cause  a  minimum  of 
opposition  from  the  public.  The  in- 
heritance tax  has  been  one  soiu*ce  of 
revenue,  the  use  of  which  has  been 


greatly  extended  under  these  condi- 
tions, and  which  is  likely  to  be  ex- 
tended much  further  in  the  future. 

Inheritance  Tax  Not  of  Recent 
Origin 

Most  of  the  discussion  of  the  inherit- 
ance tax  has  come  in  comparatively 
recent  years,  and  to  the  uninformed 
this  form  of  tax  appears  as  a  modem 
development  in  fiscal  policies.  It  is  an 
error,  however,  to  consider  the  taxa- 
tion of  inheritance  as  being  exclusively 
a  modem  fiscal  device.  As  a  matter  of 
fact,  some  form  of  levy  upon  the 
transfer  of  property  at  death,  dates 
back  as  far  as  authentic  records  can  be 
obtained.  Some  traces  of  the  use  of 
this  principle  can  be  f  oimd  as  early  as 
2000  B.C.  It  appears  that  a  well- 
defined  system  of  levies  on  property 
successions  existed  in  Egypt  for  a  nimi- 
ber  of  years  before  the  Christian  era. 
The  emperor  Augustus,  moreover, 
used  a  tax  on  property  transfers 
shortly  after  the  birth  of  Christ.  He 
desired  to  provide  a  fund  for  the  pen- 
sioning of  old  soldiers,  and  proposed  a 
tax  of  one-twentieth  upon  inheritances, 
to  which  the  Senate  consented  only 
after  he  threatened  to  use  a  direct  land 
tax.  No  distinction  was  made  between 
bequests  to  relatives  and  to  strangers, 
and  only  a  low  exemption  was  allowed. 
Some  of  the  later  rulers  alleviated  the 
stringency  of  the  law  to  some  extent 
by  the  recognition  of  family  ties  and 
dependency,  consequently  exempting 
some  of  the  more  direct  bequests,  such 
as  between  mother,  father  and  children. 
Still  later,  these  exemptions  were 
removed  and  the  law  was  made  even 
more  stringent  than  it  had  been  at 
first,  although  it  was  again  modified 
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before  the  tax  -was  given  up,  probably 
about  the  beginning  of  the  foiuili 
century. 

A  semblance  of  the  modem  inherit- 
ance tax  is  f oimd  in  the  system  of 
reliefs  which  existed  in  the  Middle 
Ages.  At  the  death  of  a  tenant,  the 
right  of  the  tenancy  to  pass  to  his  heir 
was  recognized,  yet  some  exaction  was 
made  by  the  landlord.  So  long  as  the 
amount  could  be  voluntarily  deter- 
mined by  the  landlord,  extortionate 
demands  were  often  made,  which 
practice  led  to  the  establishment  of 
uniform  rates  by  legislation.  These 
duties,  as  well  as  another  class  of 
duties  which  were  levied  upon  the 
transfer  of  property  other  than  land, 
were  found  in  a  number  of  countries. 
They,  of  course,  expired  with  the 
breidcdown  of  the  feudal  regime.  Spo- 
radic attempts  were  made,  however,  to 
use  some  form  of  succession  levy, 
especially  in  the  countries  on  the 
continent,  down  to  the  formulation  of 
permanent  inheritance  tax  laws. 

In  their  discussions  of  ways  and 
means  for  raising  revenues,  the  early 
writers  upon  fiscal  subjects  generally 
gave  space  to  a  consideration  of  in- 
heritance taxes.  Adam  Smith  opposed 
the  principle  because  he  thought  it  did 
not  conform  to  his  canons  of  taxation. 
He  contended  that  it  increased  the 
transfer  of  capital,  which  was  the  basis 
of  productive  labor  of  individuals,  to 
the  use  of  the  state,  the  most  of  whose 
activities  are  improductive.  He  did 
admit,  however,  that  when  the  prop- 
erty descended  to  others  than  depend- 
ents, it  might  be  taxed  without  a 
feeling  of  any  very  great  inconven- 
ience. Ricardo  objected  to  the  tax 
on  the  ground  that  it  was  a  capital 
levy.  His  reasoning  was  that,  if  a 
man  paid  a  tax  of  $100  out  of  a 
bequest  of  $1,000,  he  would  have 
no  inclination  to  save  the  amount  of 
the  tax,  but  would  consider  the  be- 


quest as  one  of  $900.  If,  however, 
he  were  allowed  the  $1,000,  and 
were  then  assessed  the  amount  of  the 
tax  on  some  objects  of  consumption, 
he  would  retrench  expenditures  in 
order  to  save  the  necessary  amoimt. 

John  Stuart  Mill  and  Jeremy  Ben- 
tham  may  be  cited  as  examples  <^ 
early  writers  who  advocated  the  use  of 
inheritance  taxes  in  the  extreme.  Mill 
expressed  the  opinion  that  inheritances, 
other  than  to  near  relatives,  should  be 
abolished;  that  the  amount  which 
could  be  received  by  bequest  should  be 
strictly  limited,  and  that  rates  should 
be  progressive.  He  denied  any  right 
of  inheritance,  and  contended  that 
both  individuals  and  society  would  be 
better  off  if  no  one  were  freed  from 
the  necessity  of  working  by  the  receipt 
of  a  large  fortune. 

Bentham  favored  the  inheritance 
tax  because  he  thought  it  would  pro- 
duce revenue  with  the  minimum  of 
sacrifice.  He  expressed  his  position 
in  the  form  of  a  paradoxical  question: 
"What  is  that  mode  of  supply,  <rf 
which  the  twentieth  part  is  a  tax, 
while  the  whole  would  be  no  tax  and 
would  not  be  felt  by  anybody?"  He 
contended  that  his  position  would  be 
accomplished  if  the  power  of  bequest 
of  persons  having  no  direct  heirs  were 
regulated,  and  that  all  cases  of  intes- 
tacy— descent  of  property  when  no  will 
had  been  made — ^be  abolished,  except 
among  near  relatives.  A  person  who 
had  expected  no  inheritance  would 
feel  no  burden  if  the  state  took  the 
entire  amount.  If,  however,  an  estate 
had  been  given  to  him,  and  then  a 
part  taken  for  taxes,  the  burden  at 
once  would  be  apparent. 

These  views  of  Smith,  Ricardo,  Mill 
and  Bentham  are  but  representative 
of  many  which  were  expressed  by  early 
writers  upon  economic  t(^ics.  It  is 
readily  seen,  moreover,  that  inherit- 
ance taxes  are  not  the  product  of 
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modem  minds,  but  that  they  have  had 
a  long  course  of  development. 

Many  Classes  Advocate  Tax 

It  is  not  necessary  to  turn  to  earlier 
years  to  find  those  who  advocate  the 
use  of  the  inheritance  tax.  Much  of 
the  earlier  opposition  has  broken  down, 
and  ardent  supporters  of  the  principle 
may  be  foimd  among  all  classes,  among 
those  interested  in  social  as  well  as 
fiscal  reform,  and  among  the  rich  as 
well  as  among  the  poor.  Because  it 
can  be  used  to  encourage  a  social 
equaUty  and  as  a  means  for  a  fairer 
distribution  of  tax  burdens,  it  has 
found  its  most  extensive  development 
in  the  more  democratic  countries,  such 
as  Great  Britain,  Switzerland  and  the 
United  States. 

It  is  but  natural  that  individuals  who 
are  socialistically  inclined  should  be 
strong  supporters  of  the  inheritance 
tax,  for  it  can  easily  be  used  as  a 
method  for  the  reduction  of  large 
fortunes.  Those  who  are  concerned 
with  securing  a  more  equitable  distri- 
bution of  the  tax  burden  on  the  basis 
of  ability  to  pay,  and  who  are  only 
secondarily  interested  in  the  social 
consequences,  have  come  to  look  upon 
the  inheritance  tax  as  a  valuable 
addition  to  the  fiscal  system.  Fiscal 
authorities,  both  federal  and  state,  in 
the  severe  pressing  for  funds  which  has 
continually  existed  during  recent  years, 
have  been  glad  to  turn  to  this  previously 
little  used  source  of  revenue  to  help 
replenish  an  empty  treasury.  Still 
others  sanction  the  use  of  a  severe 
taxation  of  inheritance,  not  primarily 
for  an  equalization  of  wealth  fer  se, 
nor  as  a  source  of  revenue,  but  because 
of  the  beneficial  effects  which  a  limi- 
tation of  fortunes  would  have  upon 
the  recipients.  As  might  be  expected, 
labor  organizations  of  various  kinds 
have  been  enthusiastic  supporters  of 
the  principle,  as  also  have  been  the 


members  of  the  more  radical  poUtical 
parties.  Theodore  Roosevelt  is  an 
example  of  a  national  statesman  and 
leader  who  thoroughly  beUeved  in  the 
justice  of  taxing  inheritances. 

An  interesting  example  of  an  advo- 
cate of  the  extreme  use  of  inheritance 
taxes  because  of  the  expected  benefi- 
cial results  upon  the  recipient,  was  the 
late  Andrew  Carnegie.  He  held,  in 
his  numerous  writings  and  speeches, 
that  it  was  a  mark  of  misguided  affec- 
tion for  parents  to  leave  great  fortunes 
to  their  children,  especially  to  sons. 
To  do  so  deadens  their  talents  and 
enei^es  and  results  in  a  less  useful  life 
than  would  otherwise  result.  A  man, 
he  thought,  should  be  prevented  from 
handicapping  his  son  by  bestowing 
great  wealth  upon  him.  He  believed, 
further,  that  tiie  proper  use  of  great 
riches  is  to  benefit  society  from  which 
they  have  been  taken.  If,  then,  men 
persist  in  amassing  great  fortunes 
without  making  a  just  social  return, 
the  state  should  make  sure  of  its  prop- 
er share  by  the  use  of  an  inheritance 
tax.  He  advocated  a  steeply  pro- 
gressive rate  to  as  high  as  50  per  cent, 
and  believed  that  a  large  part  of  the 
needed  revenue  could  be  secured  from 
this  source,  with  the  feeling  of  very 
Uttle  bimien,^ 

Justifications  fob  Tax 

There  is  perhaps  no  part  of  any  fiscal 
system  which  has  had  so  many  and 
diverse  arguments  advanced  in  its 
favor  as  a  tax  upon  the  transfer  of 
property  at  death.  These  range  all 
the  way  from  arguments  of  a  purely 
social  nature  to  those  justifying  the 
principle  as  a  part  of  the  fiscal  machin- 
ery. The  social  arguments,  for  the 
most  part,  look  to  the  limitation  of 
fortunes,  and  follow  closely  the  ideas 
of  Bentham  and  Carnegie. 

^Mr.  Carnegie's  views  on  inheritances  are 
daborated  in  his  book.  The  Qo$pd  cf  Wealih. 
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One  common  justification  for  the 
inheritance  tax  is  known  as  the  exten- 
sion of  escheat.  This  is  based  upon 
the  principle  that  there  is  no  natural 
right  of  inheritance — ^that  the  state 
has  gone  a  long  way  in  allowing  an 
individual  to  have  control  over  prop- 
erty while  alive,  but  would  be  going 
entirely  too  far  to  allow  him  to  have 
control  over  it  after  death.  The 
disposition  of  property  after  death» 
then,  is  really  a  state  function,  and  it 
is  a  matter  for  the  state  to  decide  to 
what  extent  property  shall  be  inherited. 
Under  this  theory  there  is  Uttle  basis 
for  the  justification  of  collateral  in- 
heritance, while  it  becomes  the  duty 
of  the  state  to  determine  to  what 
extent  and  imder  what  conditions 
direct  inheritance  shall  be  permitted.^ 

The  argument  which  has  branded 
the  inheritance  tax  as  ''socialistic" 
has  been  what  is  usually  known  as  the 
di£fusion  of  wealth  argument,  that  is, 
its  use  for  the  purpose  of  breaking  up 
large  fortunes  to  more  nearly  equalize 
the  ownership  of  wealth.  Many  pro- 
posals have  been  made,  and  some  laws 
have  been  enacted,  with  this  purpose 
in  mind.  It  has  been  proposed,  for 
example,  to  fix  a  maximum  amount 
beyond  which  inheritance  would  not 
be  permitted.  The  steepness  of  the 
rate  of  progression  in  the  laws  which 
have  been  enacted  refiects  to  some 
extent  the  limitation  which  was  in- 
tended to  be  put  upon  inherited  for- 
tunes. 

The  use  of  the  inheritance  tax  as  a 
regulator  of  the  size  of  inherited  for- 
times  need  not,  however,  be  condemned 
as  a  socialistic  proposal.  It  may  be 
desirable  to  limit  the  amoimt  of  an 

'By  a  collateral  inheritance  is  meant  the 
devolution  of  property  to  non-relatives  or  to 
distant  relatives,  as  cousins,  nephews  and  nieces. 
A  direct  inheritance  refers  to  one  in  the  immedi- 
ate family,  as  between  husband,  wife,  son  or 
dau^ter,  and  sometimes  between  brother  and 
sister. 


inheritance  for  reasons  other  than  the 
mere  diffusion  or  equalization  of  wealth. 
If,  as  Mr.  Carnegie  contended,  the 
moral,  social  and  economic  efficiency 
of  the  citizens  of  the  state  is  impaired 
because  of  the  succession  of  large 
fortunes,  then  it  becomes  the  duty  of 
the  state  to  impose  regulation.  In- 
heritance taxes,  from  this  viewpoint, 
would  properly  come  under  the  juris- 
diction of  the  police  power  when  levied 
by  the  commonwealth.  Since,  more- 
over, the  right  of  inheritance  is  not 
considered  a  natural  right,  but  one 
granted  by  the  state,  any  limitation 
which  the  state  may  see  fit  to  impose 
must  be  considered  justifiable  and  not 
an  encroachment  on  the  right  of  pri- 
vate property. 

Some  attempts  have  been  made  to 
justify  the  taxation  of  inheritances 
because  of  the  benefits  which  the  state 
gives  in  making  the  transfer  of  prq[>- 
erty,  or  has  given  in  the  accumulation 
of  the  property.  The  mere  trans- 
mission of  wealth  at  death  inevitably 
places  some  biirden  upon  the  state 
with  an  accompanying  expense.  Court 
officials  must  be  maintained  for  the 
purpose  of  making  the  transfer  in  a 
proper  manner,  and  for  guaranteeing 
the  title  to  the  property.  While  this 
service  is  maintained  primarily  for 
the  benefit  of  the  public,  yet  at  the 
same  time  a  special  benefit  is  conf  ^red 
for  which  it  is  perfectly  proper  to 
make  some  exaction.  From  the  nature 
of  the  case,  and  in  comparison  with 
other  similar  court  services,  the  pay- 
ment required  would  be  no  more  than 
the  cost  of  rendering  the  service.  This 
would  be  a  fee  payment  and  could 
scarcely  be  classed  as  a  tax.  The 
payment  would  necessarily  be  small, 
and  there  would  be  no  place  for  pro- 
gressive or  even  proportionate  rates. 
A  uniform  charge  for  a  bequest  of  any 
size  would  be  the  most  logical,  since 
the  cost  to  the  court  would  vary  but 
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little  with  the  size  of  the  estate.  This 
principle  is  the  chief  consideration  in 
the  laws  relating  to  inheritances  in 
some  of  our  states. 

A  more  strict  attempt  to  use  benefit 
as  the  basis  for  the  levy  against  the 
transfer  of  an  estate  is  f oimd  when  it 
is  claimed  that  the  state  should  exact 
an  amount  based  upon  the  value  of 
its  service  to  the  recipient  of  the 
transfer.  This  argument  again  goes 
back  to  the  principle  that  there  is  no 
natural  right  to  transfer  property  after 
death.  The  state,  then,  has  conferred 
a  benefit  on  the  recipient  by  establish- 
ing the  institution  of  inheritance  and 
consequently  making  it  possible  for 
the  transfer  to  take  place.  A  valuable 
benefit  has  been  conferred  thereby,  for 
which  payment  should  be  exacted. 
The  state,  furthermore,  looks  after  the 
safe  transfer  of  the  property  and 
places  the  title  securely  in  the  hands 
of  the  recipient  which  enhances  the 
value  of  the  benefit.  The  difficulty 
with  this  argument  is  the  difficulty 
with  the  whole  theory  of  benefit  as  a 
base  for  taxes.  To  measure  accurately 
the  value  of  the  benefit  in  each  partic- 
ular case  would  be  impossible,  and 
the  justice  of  the  tax  would  therefore 
vary  according  to  the  accuracy  of  the 
measurement. 

Still  another  application  of  the 
principle  of  benefit  is  found  in  the 
concept  that  the  state  has  been  a  con- 
tributing factor  in  the  accumulation 
of  wealth,  and  at  the  death  of  the 
holder  is  entitled  to  its  share,  rather 
than  have  the  whole  pass  to  someone 
who  was  only  remotely,  or  not  at  all, 
instrumental  in  the  production  of  the 
wealth.  Society,  because  of  its  con- 
tributions to  the  accumulation  of 
fortimes,  has  a  right  to  demand  a 
return  through  a  contribution  to  the 
government  at  the  death  of  the  holder. 
Here  again  the  difficulty  of  accurate 
measurement    presents    itself.    That 


society  and  governments  are  instru- 
ments whidi  aid  the  accumulation  of 
individual  wealth  are  outstanding  facts, 
and  it  is  for  such  intangible  and  im- 
measurable benefits  as  this  that  general 
taxes  are  levied.  The  use  of  the 
principle  of  benefits  in  tax  levies, 
because  of  the  difficulties  encoimtered, 
has  all  but  been  discarded. 

Conformity  to  Modern  Fiscal 
Concepts 

A  consideration  of  justice  in  taxa- 
tion would  reveal  that,  through  a  proc- 
ess of  evolution,  the  most  commonly 
accepted  principle  for  the  just  levy  of 
taxes  is  ability  to  pay,  with  perhaps 
some  consideration  for  the  utilitarian 
principle  of  the  greatest  good  to  the 
greatest  number.  To  students  of  fis- 
cal problems,  at  least,  a  study  of  the 
inheritance  tax  from  this  standpoint 
assumes  a  r61e  of  primary  importance. 
Many  arguments  have  been  advanced 
to  justify  the  use  of  the  inheritance 
tax  as  a  part  of  fiscal  systems,  some  of 
which  are  worthy  of  review. 

One  of  the  earUer  justifications  for 
the  inheritance  tax  was  that  it  b  but 
a  collection  of  the  taxes  which  were 
expected  to  be  paid  while  the  fortune 
was  in  the  process  of  accimiulation. 
This  is  commonly  called  the  back  tax 
argument.  The  reason  has  been  effec- 
tive, and  not  without  foundation  be- 
cause of  the  widespread  evasion  of  per- 
sonal property  taxes.  This  argument, 
in  fact,  has  been  used  extensively  in 
securing  inheritance  tax  legislation. 
From  the  standpoint  of  pure  justice, 
however,  such  reasoning  can  not  stand. 
The  evasion  of  taxes  upon  different 
accumulations  of  wealth  has  by  no 
means  been  the  same,  and  yet  it  is 
impossible  to  attempt  any  discrimi- 
nations on  the  basis  of  the  extent  to 
which  taxes  have  been  evaded.  In 
this  respect,  the  inheritance  tax  falls 
alike  upon  the  just  and  the  unjust. 
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A  slightly  different  form  of  this 
argument,  and  one  the  force  of  which 
is  somewhat  diminished  since  the 
extensive  introduction  of  income  taxes, 
is  that  an  inheritance  tax  is  but  the 
payment  of  a  tax  which,  in  justice, 
should  have  been  levied  during  the 
life  of  the  decedent.  It  is  simply  a 
culmination  of  past  property  taxes,  or 
income  taxes,  which  were  never  levied, 
and  which  are  now  made  payable  at  a 
more  convenient  time — ^when  the  in- 
dividual has  no  more  need  for  his 
accimiulations. 

The  inheritance  tax  oonfcnrms,  in 
large  measure,  to  the  principle  of 
ability  to  pay.  The  payment  of  no 
other  tax,  perhaps,  is  so  lightly  felt. 
It  is  paid  after  the  property  has  left 
the  hands  of  the  decedent  and  before 
it  reaches  those  of  the  recipient.  An 
inheritance  is  a  sudden  and  often 
unexpected  receipt  of  property.  This 
additional  property  creates  tax-paying 
ability,  but  never  is  the  ability  so  great 
as  before  the  property  enters  into  the 
activities  of  the  benefactor.  In  a  few 
cases,  of  course,  this  increase  in  abiUty 
fails  to  materialize,  as  when  a  provi- 
dent husband  and  father  is  taken  from 
a  wife  and  dependent  children.  Such 
situations  are  the  exception,  however, 
and  can  easily  be  cared  for  by  the 
formulation  of  the  law.  The  tax  may 
be  the  source  of  much  revenue  with  a 
minimum  of  sacrifice  and  with  a  small 
derangement  of  enterprise.  In  this 
respect  it  conforms  to  the  modem 
utilitarian  ideals  of  justice. 

It  is  not  surprising  to  find  individuals 
who  are  looked  upon  as  conservative, 
yet  who  are  ardent  enthusiasts  for  the 
adoption  of  the  inheritance  tax.  With 
the  constant  growth  in  the  functions 
of  the  state,  the  demands  for  revenue 
from  the  old  sources  have  begun  to  cut 
deeply,  and  some  reUef  from  this  pre- 
viously Uttle  used  source  is  looked 
upon  with  pleasure.    The  ease  with 


which  the  burden  is  carried  also  makes 
a  strong  appeal.  Many  desirable  state 
functions  present  themselves,  yet  the 
means  of  getting  sufficient  funds  to 
carry  them  out  is  a  pressing  problem  to 
which  the  inheritance  tax  is  considered 
a  partial  solution.  Many  believe, 
further,  that  a  proper  use  of  the  in- 
heritance tax  would  cure  much  of  the 
socialistic  agitation  against  wealth, 
since  most  of  the  so-called  imearned 
wealth  arises  through  inheritances. 

Objections  Abb   Weak 

Most  of  the  objections  to  the  in- 
heritance tax  arise  because  of  some  of 
the  reasons  which  have  been  advanced 
for  its  adoption,  or  because  of  some 
administrative  difficulties,  rather  than 
to  the  tax  itself.  The  use  of  the  tax 
to  penalize  fortunes  which  have  been 
amassed  in  an  illegitimate  or  fraudu- 
lent nmnner  is  open  at  once  to  the 
objection  that  there  is  no  way  of 
differentiating  the  rate  directly  with 
the  amoimt  of  evil  connected  with 
securing  the  estate.  Rates  have  been 
made  to  vary  with  the  size  of  the  be- 
quest, and  with  the  degree  of  relation- 
shq),  but  neither  of  these  is  any  indi- 
cation of  the  manner  by  which  the 
bequest  originated.  Many  small  ac- 
cumulations of  wealth  involve  a  greater 
amount  of  dishonesty  than  many  of 
the  large  accumulations,  and  to  pn^- 
erly  penalize  them,  the  rates  imposed 
would  have  to  be  regressive.  This 
reasoning,  however,  can  not  be  used 
as  an  objection  to  the  inheritance  tax, 
but  only  to  its  use  for  a  particular 
purpose. 

The  objections  that  the  inheritance 
tax  will  discourage  savings,  and  can 
be  easily  evaded  by  gifts  before  death, 
have,  in  reality,  Uttle  foundation. 
The  discouragement  of  savings  is  a 
conunon  objection  to  any  tax.  Few 
taxes,  in  fact,  tend  to  discourage  sav- 
ings as  Uttle  as  a  tax  which  does  not 
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come  until  after  death.  To  most 
individuals  the  event  of  death  appears 
as  a  remote  future  occurrence,  and  a 
tax  levied  at  such  a  time  will  have 
little  influence  on  present  accumula- 
tions of  property.  Such  a  tax  may, 
on  the  other  hand,  be  an  added  incen- 
tive to  greater  saving  in  some  cases. 
To  the  provident  husband  and  father, 
who  wishes  to  leave  a  certain  legacy 
to  wife  or  childr^i,  the  certainty  of  a 
tax  deduction  will  necessitate  the 
accumulation  of  a  larger  amount. 
Until  a  material  change  occurs  in 
human  nature,  the  evasion  of  the  tax 
by  a  distribution  of  the  property 
before  death  will  be  insignificant. 
Most  men  wish  to  retain  title  to  their 
property  while  they  are  alive,  and 
would  rather  the  state  secure  a  part  of 
it  at  death  than  to  give  up  the  priv- 
ilege of  retaining  it  in  their  possession. 

The  objections  that  the  tax  falls 
with  varying  frequency  upon  different 
accumulations  of  wealth,  and  that  it 
falls  upon  capital  rather  than  upon 
income,  are  no  more  serious.  It  is  no 
doubt  true  that  transfers  of  property 
occur  more  frequently  in  some  fami- 
Ues  than  in  others,  and  where  the 
transfers  are  frequent,  a  greater  per- 
centage passes  to  the  state  than  if  the 
transfers  are  infrequent.  The  burden, 
however,  is  felt  by  a  different  individual 
with  eadi  levy  of  the  tax — ^it  is  falling 
upon  a  newly  created  abiUty  to  bear  tax 
burdens.  Any  hardship  which  might 
arise  in  the  case  of  direct  heirs  can  be 
alleviated  by  a  system  of  exemptions, 
or  by  allowing  a  lapse  of  a  certain 
number  of  years  before  a  second  tax 
will  be  placed  upon  the  same  property. 

It  is  true  that  the  burden  of  the  tax 
may  fall  upon  capital,  and  this  condi- 
tion sometimes  exists.  It  frequently 
happens,  also,  that  the  tax  is  met  from 
current  income.  Whatever  may  be 
the  source  of  the  tax,  as  long  as  the 
receipts  go  into  the  general  fund,  the 


demand  for  revenue  from  other  sources 
is  lessened  to  that  extent.  The  amount 
paid  in  inheritance  taxes  does  not  have 
to  be  collected  in  property,  income  or 
other  taxes.  A  larger  amount  of 
income  can  consequently  be  saved  to 
replace  or  add  to  the  existing  amount 
of  capital.  Any  tax  will  directly  or 
indirectly  fall  upon  the  accumulation 
of  capital,  and  the  inheritance  tax 
errs  here  to  no  greater  extent  than 
other  forms  of  taxes. 

Two  quotations  will  indicate  the 
esteem  in  which  the  inheritance  tax  is 
now  held. 

Firmly  entrenched  in  a  long  and  honor- 
able history,  with  the  endorsement  of  lead- 
ing economists  of  ancient  and  modem 
times,  and  approved  by  the  present  practice 
of  most  civihzed  governments,  he  would  be 
indeed  brave  who  should  attempt  to  attack 
the  theory  or  validity  of  any  sane  inherit- 
ance tax  from  an  economic  standpoint' 

Professor  Underwood  characterized  the 
tax  as  follows:  "A  defense  of  the  tax- 
ation of  inheritances  is  superfluous.  Its 
existence  in  all  but  a  few  civilized  na- 
tions, and  in  all  but  a  few  of  the  more 
backward  states,  is  its  chief  defense."^ 

Attitude  op  Courts 

Hundreds  of  cases  involving  different 
aspects  of  the  inheritance  tax  have 
come  before  state  and  federal  courts^ 
and,  with  but  few  exceptions,  the  de- 
cisions have  given  this  form  of  revenue 
a  firmer  place  in  fiscal  systems.  Noth- 
ing more  will  be  attempted  here  than 
to  mention  a  few  of  the  more  important 
aspects  of  the  tax  which  have  been 
established.' 

'  Blakemore  and  Bancroft,  Inheriiance  Taxes, 
p.». 

«  J.  H.  Underwood,  State  and  Local  Taxatim. 
Vol.  1,  p.  «11. 

*  Those  who  desire  to  go  more  eztensivdy 
into  this  aspect  of  inheritance  taxes  will  do  well 
to  consult  the  comprdiensiye  work.  Inheritance 
Taxee,  by  Blakemore  and  Bancroft,  and  a 
similar  work,  Inkeriianee  Taxation,  by  P.  V. 
Ross. 
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The  constitutionality  of  the  inherit- 
ance tax  was  formerly  given  much 
consideration.  In  regard  to  this  as- 
pect Ross  writes: 

The  constitutionality  of  the  general 
principles  of  inheritance  taxation  has  been 
affirmed  by  a  multitude  of  decisions,  so 
that  the  conq>etency  of  Congress,  or  the 
legislatures  of  the  several  states,  to  impose 
an  inheritance  tax  is  universally  conceded. 
The  inherent  justice  and  wholesomeness  of 
this  system  of  taxation  have  so  appealed  to 
the  judicial  mind  that  all  the  assaults  that 
wealth,  in  its  aversion  to  bear  its  just  bur- 
dens, has  conceived,  have  proved  unavail- 
ing. The  general  doctrine  that  a  state  or 
the  United  States  may  raise  revenue,  and 
in  boimtiful  quantities,  by  levying  tribute 
upon  estates  in  the  course  of  transmission 
from  decedents  to  their  successors,  is  no 
longer  doubted,  and  most  of  the  attacks 
now  made  upon  inheritance  taxation  are 
upon  other  than  constitutional  grounds.* 

The  use  of  the  tax  by  the  Federal 
Government  has  been  sanctioned  by 
the  courts  on  the  ground  that  it  is  an 
indirect  or  excise  tax  and  therefore 
does  not  have  to  follow  the  rule  of 
apportionment  in  the  basis  of  popula- 
tion. It  has  been  held,  further,  that 
the  use  of  such  a  tax  comes  under  the 
taxing  power  of  the  constitution  and 
is  not  imdertaken  for  the  purpose  of 
regulating  the  transmission  of  property. 
Since  the  powers  of  the  state  govern- 
ments are  residual,  there  is  no  restric- 
tion upon  their  use  of  the  inheritance 
tax  unless  imposed  by  their  own  con- 
stitutions or  statutes.  The  use  of 
progressive  rates  has  generally  been 
held  not  to  infringe  upon  the  uniform 
tax  clause  which  is  found  in  many  state 
constitutions. 

The  courts  of  nearly  every  state, 
those  of  Massachusetts  and  Wisconsin 
forming  the  principal  exceptions,  have 
held  that  the  right  of  inheritance  is 
not  a  natural  right,  but  a  privilege 
created  by  the  state,  and  subject  to 

•  P.  V.  Boss,  InherUanee  Taxaium,  p.  20. 


sudi  regulations  as  the  state  may  see 
fit  to  impose.  It  has  been  frequently 
held  that  the  tax  is  in  the  nature  of 
an  excise  or  franchise  tax  on  the 
succession  of  the  property,  and  not 
on  the  property  itself.  As  one  decision 
describes  it. 

It  is  not  a  tax  upon  the  property  cft 
money  bequeathed,  but  a  diminuti<m  of  the 
amount  that  would  otherwise  pass  under 
the  wiU,  and  hence  what  the  legatee  really 
receives  is  not  taxed  at  alL  It  is  that 
which  is  left  after  the  tax  has  been  taken 
off.  It  is  only  imposed  once,  and  that  is 
before  the  legacy  has  reached  the  legatee, 
and  before  it  has  become  his  property.* 

Some  courts  have  held,  however, 
that  the  tax  is  on  the  right  to  receive 
property  rather  than  on  the  permission 
or  right  to  transmit  it.  One  decision 
says  that,  '"Properly  imderstood,  it  is 
not  the  right  to  transmit,  but  the  right 
and  privilege  to  receive,  that  is  taxed — 
it  is  clear  that  the  right  is  distinct  and 
separate  from  the  property  itself,  and 
the  state  may  tax  this  right  to  receive 
property."* 

This  brief  consideration  of  court 
decisions,  while  it  indicates  that  judges 
have  not  always  followed  the  same  line 
of  reasoning  nor  reached  the  same  con- 
clusions, shows  how  firm  a  legal  footing 
the  inheritance  tax  has  attained.  liti- 
gation involving  inheritance  tax  laws 
still  arises  at  times,  but  it  seldom  has 
to  do  with  constitutionality,  or  the 
power  to  impose  sudi  a  tax.  Many 
technicalities  have  arisen,  but  n<me 
of  the  decisions  have  vitiated  theprind- 
ples  upon  which  the  use  of  the  tax  is 
based.  So  far  as  any  difficulties  may 
have  existed  in  the  past  from  the  legal 
viewpoint,  these  may  nowbe  considered 
as  practically  settled,  and  legislative 
bodies  may  feel  free  to  make  an  ex- 
tended use  of  the  tax  if  they  have  not 
already  done  so. 

'  In  r$  Finnen,  196  Pa.  9t  72. 
*8Ustev$.  Ferris,  53,  Ohio  St.  814. 
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Legislative  Problems 

While  the  principle  of  the  inheritance 
tax  may  be  considered  just,  and  the 
conclusion  be  drawn  that  it  unques- 
tionably deserves  a  place  in  fiscal  sys- 
tems, this  does  not  preclude  the  ap- 
pearance of  serious  problems  in  its 
adoption  and  use.  Some  of  the  ques* 
tions  which  immediately  present  them- 
selves to  the  f  ormulators  of  inheritance 
tax  laws  are  such  as  the  following: 
What  shall  be  considered  an  inherit- 
ance for  the  purpose  of  taxation? 
What  exemptions  shall  be  allowed? 
What  distinctions  shall  be  made  be- 
tween near  relatives,  distant  relatives 
and  strangers?  What  rates  shall  be 
applied?  What  provisions  shall  be 
made  to  prevent  evasions,  or  the  tax 
becoming  unduly  harsh  upon  particular 
estates? 

A  determination  of  what  shall  be 
considered  an  inheritance  raises  the 
problem  as  to  what  should  be  deducted 
from  the  gross  amount  of  the  estate  in 
order  to  have  .the  proper  base  for  the 
levy  of  the  tax.  All  just  obligations 
i^inst  the  estate,  for  example,  should 
be  deducted.  Other  deductions,  how- 
ever, which  are  sometimes  permitted, 
are  not  always  so  easily  justified. 
Payments  upon  life  insurance  policies 
are  usually  not  considered  as  part  of 
the  estate,  yet  the  payment  of  insur- 
ance premiums  is  often  looked  upon 
primarily  as  an  investment,  with  the 
payment  at  death  as  the  return.  This 
is  true  to  a  greater  extent  with  the 
extremely  large  policies,  and  no  good 
reason  appears  for  allowing  their 
deduction. 

Closely  connected  with  the  problem 
of  proper  deductions,  is  the  determina- 
tion of  the  amount  of  exemption  to  be 
allowed,  and  the  proper  differentiations 
because  of  different  degrees  of  rela- 
tionship. The  soimdest  approach  to 
a  solution  is  through  an  attempt  to 


measure  the  relative  abilities  whidi  the 
receipt  of  property  creates.  In  the 
case  of  a  small  estate  left  to  a  widow  or 
dependent  child,  there  is  evidently  no 
increase  in  ability  to  meet  burdens,  and 
consequently  no  tax  should  be  levied. 
In  case  the  estate  is  large,  however,  a 
tax  may  be  levied  and  no  appreciable 
hardship  will  result.  When  an  estate 
passes  to  distant  relatives  or  strangers 
in  blood,  the  income  is  much  more  of 
an  accidental  nature,  and  consequwtly 
less  reason  exists  for  allowing  an  exemp- 
tion. The  nature  of  the  recipient  has 
at  times  justly  received  consideration. 
For  example,  bequests  to  public,  reU- 
gious  and  charitable  institutions  have 
not  been  considered  taxable. 

The  problem  of  determining  the 
proper  rate  to  be  levied  is  important. 
Shall  it  be  low  or  high,  proportional  or 
progressive,  and  to  what  degree  should 
it  vary  for  direct  and  collateral  heirs? 
There  has  been absolutelyno uniformity 
as  to  the  size  of  the  rate.  In  some 
countries  the  rate  has  been  extremely 
high,  in  others  it  has  been  just  as 
extreme  in  the  opposite  direction, 
while  these  same  variations  often  exist 
in  parts  of  the  same  country.  The 
rate  will  be,  governed  somewhat  by  the 
purpose  which  the  tax  is  designed  to 
accomplish.  If  it  is  intended  to  pre- 
vent the  succession  of  large  fortunes, 
the  rate  will  doubtless  be  high.  If, 
on  the  other  hand,  it  is  considered  that 
the  state  should  exercise  Uttle  inter- 
ference with  property  transfers,  the 
rates  will  be  low,  as  they  will  be,  also, 
if  it  is  feared  high  rates  will  cause 
evasion.  There  has  been  little  ques- 
tion concerning  the  advisability  of 
progressive  rates,  but  much  discussion 
has  arisen  over  the  steepness  of  the 
rate  of  progression,  and  how  this  should 
be  affected  by  the  degree  of  relation- 
ship. Those  who  would  limit  the 
transfer  of  wealth  to  a  comparatively 
small  amount  would  have  the  rate 
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steeply  progressive  to  100  per  cent. 
Others  would  have  it  only  moderately 
progressive  on  bequests  to  direct  heirs, 
and  steeply  progressive  on  bequests  to 
others.  The  general  tendency  has 
been  to  levy  a  low  and  slowly  pro- 
gressive rate  upon  bequests  to  near 
relatives,  while  the  rate  has  been  high 
and  more  steeply  progressive  upon 
other  bequests. 

It  is  important,  where  progressive 
rates  are  used,  whether  the  base  for 
the  levy  be  considered  the  estate  or 
the  share.  Suppose  in  an  estate  of 
$100,000,  one  individual  is  to  receive 
$10,000,  another  $40,000,  another  $30,- 
000,  and  another  $20,000.  If  the  tax 
were  a  proportional  rate  of  5  per  cent, 
it  would  make  no  diflFerence  whether  it 
were  levied  upon  the  entire  estate  or 
upon  each  individual  share.  If  a 
progressive  scale  were  in  force,  say, 
with  an  exemption  of  $10,000,  5  per 
cent  on  amounts  between  $10,000  and 
$50,600,  10  per  cent  on  amounts  be- 
tween $50,000  and  $100,000,  the  differ- 
ence in  tax  burden  between  considering 
the  entire  estate  and  each  share  as  the 
base  of  levy,  becomes  at  once  apparent. 
Only  a  few  attempts  have  been  made 
to  use  the  size  of  the  estate  as  the  base, 
and  these  have  either  been  refused  by 
the  courts  or  have  been  given  up  for 
other  reasons.  An  exception  is  the 
inheritance  tax  used  at  present  by  the 
Federal  Government,  in  which  the 
estate  is  used  as  the  base  of  the  tax. 

The  gradual  extension  of  the  use  of 
the  inheritance  tax,  together  with 
increased  and  more  steeply  progressive 
rates,  has  increased  the  likelihood  of 
evasion,  and  has  magnified  any  injus- 
tice which  exists  in  the  system.  The 
temptation  to  dispose  of  property 
before  death  increases  with  the  increase 
in  rates.  Cognizance  has  been  taken 
of  this  situation,  and  "transfers  of 
property  in  contemplation  of  death'' 
have  sometimes  been  made  subject  to 


the  tax.  The  courts  rather  consist- 
ently held  that,  in  such  cases,  the 
burden  of  proof  rested  with  the  state, 
the  result  of  which  was  that  few  proofs 
were  attempted.  A  more  recent  de- 
velopment has  been  l^islation  to  the 
effect  that  all  transfers  of  property 
within  a  certain  period  previous  to 
death  shall  be  considered  as  transferred 
in  contemplation  of  death,  and  are 
therefore  subject  to  the  tax.  In 
Wisconsin  the  period  is  six  years. 
Recognition  is  sometimes  made  of  the 
fact  that  some  successions  are  likely  to 
occur  more  frequently  than  others. 
If  a  son  should  die,  for  instance,  and 
leave  an  estate  to  his  father,  it  is  likely 
a  second  bequest  will  follow  mudi 
sooner  than  if  the  transfer  had  been  in 
the  opposite  direction.  Laws  some- 
times provide  that  a  second  tax  will 
not  be  exacted  if  one  has  been  paid 
within  a  certain  nimiber  of  years. 

Problems  from  Confmctinq 
Jurisdictions 

The  existence  of  a  number  of  poUti- 
cal  units,  the  interests  of  which  are  not 
separate  and  distinct,  and  the  attempt 
of  each  of  these  units  to  adopt  a  sys- 
tem of  taxation  designed  for  its  own 
needs  with  Uttle  consideration  for 
those  of  its  political  neighbors,  has 
caused  many  serious  problems  for 
those  seeking  to  secure  justice  in  taxa- 
tion. This  situation  has  enhanced 
the  problem  of  securing  just  inherit- 
ance taxation,  particularly  in  the 
United  States  with  its  many  political 
divisions.  A  few  of  the  states  do  not 
use  the  tax,  while  in  the  others  it 
varies  from  a  half-hearted  attempt  to 
secure  a  little  revenue  from  collateral 
heirs,  to  highly  progressive  rates  upon 
all  estates.  The  laws  lack  uniformity 
not  only  in  respect  to  rates  and  pro- 
gressions, but  also  in  the  bases  upon 
which  the  tax  is  levied.  The  result  is 
that  some  estates  are  subject  to  more 
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than  one  tax,  while  others  escape  the 
tax  they  are  really  expected  to  pay. 

The  domicile  of  the  decedent  has 
been  used,  to  a  large  extent,  as  the 
base  for  levying  inheritance  taxes. 
Since  the  burden  varies  to  sudi  an 
extent  in  the  various  states,  it  becomes 
profitable,  especially  in  the  case  of 
large  estates,  to  change  the  place  of 
residence — although  the  business,  prop- 
erty and  economic  interests  are  not 
changed — ^to  a  state  with  lenient  con- 
siderations toward  bequests.  Because 
of  the  adoption  of  the  income  tax  by 
some  states,  the  selection  of  a  suitable 
domicile  assumes  a  r61e  of  still  greater 
importance.  A  state  that  is  lenient  in 
the  matter  of  income  taxes,  as  well  as 
in  the  levy  of  inheritance  taxes,  is 
bidding  to  become  a  popular  place  of 
residence  for  men  of  wealth.  This  is 
particularly  true  of  the  eastern  states, 
where  the  states  are  small  and 
where  there  are  large  acciunulations  of 
wealth.  The  possibility  of  change  of 
residence  has  no  doubt  had  an  influ- 
ence in  keeping  a  number  of  states 
from  making  a  greater  use  of  inherit- 
ance taxes.  They  have  feared  to  in- 
crease the  severity  of  the  burden 
beyond  that  of  neighboring  states,  lest 
the  wealthy  citizens  chaise  their 
domicile. 

Many  states  levy  the  inheritance  tax 
upon  the  basis  of  situs  of  the  real  estate 
and  upon  the  personal  property  of 
individuals  Uving  within  the  state. 
Some  states  go  further  and  impose  the 
tax  upon  the  shares  of  stock  of  a  do- 
mestic corporation,  while  some  go  still 
further  and  levy  the  tax  upoil  such 
shares  of  stock,  although  owned  by  a 
non-resident  of  the  state.  Some  states 
even  tax  shares  of  stock  and  bonds  at 
their  physical  location,  for  example, 
shares  of  stock  or  bonds  deposited  in 
a  bank  for  safekeeping,  no  matter 
where  the  residence  of  the  owner. 
Indebtedness  has  also  been  used  as  a 


base  for  the  levy — ^that  is,  bonds  would 
be  taxed  in  the  state  from  which  issued 
no  matter  where  the  owner  Uved  or 
died. 

The  complexity  that  arises  from 
these  diverse  methods  of  levying  the 
tax  by  more  or  less  competing  jurisdic- 
tions can  easily  be  imagined.  Two, 
three,  four,  and  even  more  taxes  may 
be  collected  from  one  estate,  the  injus- 
tice of  which  is  at  once  evident.  Sup- 
pose an  individual  dies  in  state  A^  who 
was  a  citizen  of  state  jS,  and  who 
owned  $100,000  in  bonds  of  a  corpora- 
tion chartered  in  state  C,  the  actual 
property  of  which  was  located  in  state 
D,  while  the  bonds  were  in  a  safety 
box  in  state  E.  The  inheritance  tax 
laws  of  state  A  taxes  the  property  of 
every  decedent  of  the  state;  B,  that 
of  every  citizen;  C,  the  bonds  of  cor- 
porations chartered  within  the  state; 
D,  the  property  where  located,  while 
E  taxes  the  securities  at  their  situs. 
Under  these  conditions  the  b6nds 
would  bear  the  tax  rate  in  force  in  each 
of  the  states.  A  case  as  extreme  as 
this  would,  of  course,  seldom  occur, 
yet  examples  of  double  and  triple 
taxes  upon  one  estate  may  easily  be 
found. 

The  chaotic  condition  of  our  inherit- 
ance tax  laws  IS  far  from  satisfactory. 
The  expense  and  delay  in  settling 
estates  is  often  increased  many-fold, 
while  the  decisions  of  the  courts  have 
become  so  numerous  and  so  hair-split- 
ting as  to  add  greatly  to  the  complexity 
of  the  situation.  The  instability  of 
legislation  in  the  different  states, 
moreover,  is  not  conducive  to  the 
comfort  of  investors.  Nineteen  states 
modified  their  inheritance  tax  laws  in 
1919.  The  law  in  the  state  of  New 
York  has  been  amended  more  than 
forty  times.  One  never. knows  what 
may  be  the  condition  a  few  years 
hence.  While  no  single  state  may 
impose    an    excessive    burden    upon 


Digitized  by 


Google 


176 


The  Annals  of  the  American  Academy 


estates,  yet  the  piling  up  of  double  and 
multiple  taxation  may  develop  an  ex- 
cessive burden  which  may  even  neces- 
sitate a  dismemberment  of  the  prop- 
erty in  order  to  be  able  to  pay  the  tax. 

As  much  as  it  is  desired  to  better 
the  situation,  a  remedy  seems  far  to 
seek.  Some  uniform  system  which 
would  eliminate  double  taxation  would 
be  the  logical  solution.  To  secure 
cooperation  among  the  states,  each 
with  its  own  selfish  interests  para- 
mount, to  the  end  of  a  uniform  method 
of  inheritance  taxation  is  too  much  to 
hope  for.  The  recent  reentrance  of 
the  federal  government  into  this  field 
of  revenue,  however,  presents  a  possi- 
ble solution,  yet  doubtless  a  very 
improbable  one.  Uniformity  could  be 
seciu^  by  the  individual  states  giving 
up  their  diversified  systems,  and  allow- 
ing the  federal  government  to  occupy 
the  field  with  a  uniform  law.  The 
machinery  for  the  transfer  of  property, 
located  in  the  states,  would  necessarily 
continue  to  be  used,  and  a  part  of  the 
revenue  collected  could  be  distributed 
back  to  the  states.  Rates,  under  thb 
arrangement,  could  be  made  high 
enough  to  make  the  inheritance  tax 
a  powerful  source  of  revenue.  To 
secure  the  consent  of  the  states  to  any 
such  arrangement  would  be  practically 
impossible,  while  the  finding  of  some 
practical  basis  upon  which  to  distribute 
a  part  of  the  amount  collected  back 
to  the  states  presents  a  problem  of 
some  difficulty. 

In  spite  of  the  difficulties,  however, 
the  inheritance  tax  is  destined  to  play 
a  rdle  of  much  greater  importance  in 
the  fiscal  systems  of  our  states,  and 
probably  in  that  of  the  federal  govern- 
ment, than  it  ever  has  in  the  past. 
Its  outstanding  advantages  can  not 
but  be  recognized.  The  opportimity 
for  fraud  and  evasion  is  minimized 
since  the  machinery  of  the  courts  must 
be  used  in  making  transfers  of  property. 


The  receipts  come  in  throughout  the 
year  with  comparatively  few  payments 
compared  with  the  amount  of  revenue 
received.  For  large  political  units, 
moreover,  the  yield  is  remarkably 
uniform.  It  is  a  tax  well  suited  to 
provide  an  elastic  feature  to  a  fiscal 
system — a  rise  in  the  rate  will  not  cut 
off  the  source  of  the  tax  by  causing 
fewer  deaths,  although  a  greater 
amount  of  evasion  may  be  practiced. 
The  incidence,  moreover,  is  certain — 
a  definite  amount  is  taken  from  the 
estate  before  it  reaches  the  recipient, 
the  burden  falls  upon  him,  and  he  can 
not  shift  it.  It  is  a  tax  in  close  con- 
formity to  Adam  Smith's  four  canons 
of  taxation :  it  falls  according  to  ability, 
is  certain,  is  paid  at  the  time  most 
convenient,  and  should  be  an  inexpen- 
sive tax  to  collect. 

Use  by  the  Federal  Government 

The  inheritance  tax  has  found  a  place 
in  the  fiscal  system  of  the  federal 
government  at  several  different  times. 
Generally,  this  has  been  in  times  of 
emergency  when  the  primary  object 
was  to  secure  more  revenue.  As  early 
as  1794  recommendations  were  made 
for  a  tax  upon  the  devolution  of  prop- 
erty at  death.  The  first  law  which 
instituted  a  tax  of  this  nature  was 
passed  in  1797  and  remained  in  force 
until  1802.  Direct  heirs  were  exempt 
from  the  tax,  while  others  were  taxed 
only  upon  the  excess  above  $50.  The 
rate  was  25  cents  when  the  amount 
was  not  more  than  $100;  from  $100  to 
$500  it  was  50  cents;  the  tax  on  $500 
was  $1,  and  an  additional  dollar  was 
added  for  each  increase  of  $500.  This 
levy  resembled  a  fee  payment  and  was 
regressive  within  each  grade,  yet  in 
this  early  levy  upon  the  succession  of 
property  at  death  we  find  recognition 
of  the  principles  of  progressive  rates 
and  a  differentiation  on  the  basis  of 
relationship. 
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After  the  repeal  of  this  law  other 
recommendations  for  the  federal  taxa- 
tion of  inheritances  were  made,  but 
Congress  enacted  no  similar  legislation 
until  1862.  The  levy  of  1862  was  of 
two  kinds,  one  known  as  a  legacy  tax 
and  the  other  as  a  succession  tax.  The 
rates  were  progressive,  ranging  from 
1  per  cent  to  6  per  cent,  and  provision 
was  made  for  an  exemption  of  $1,000. 
The  law  was  repealed  in  1870,  the 
revenue  having  increased  from  about 
$500,000  the  first  year  of  use  to  nearly 
$8,000,000  the  last  year.  This  last 
amount  represented  a  Uttle  less  than 
£  per  cent  of  the  total  internal  revenue 
receipts. 

Taxes  upon  inheritances  and  gifts 
were  included  in  the  ill-fated  income  tax 
law  of  1894.  In  1898,  however,  they 
were  again  introduced  to  help  meet 
the  emergency  need  for  revenue.  This 
law,  which  was  repealed  in  1902, 
di£Perentiated  between  degrees  of  rela- 
tionship, and  used  progressive  rates 
which  went  as  high  as  15  per  cent  upon 
transfers  to  collateral  heirs.  The  rev- 
enue received  was  not  inconsiderable; 
in  1902-1903  more  than  2  per  cent  of 
the  internal  revenues  came  froni  this 
source. 

The  inheritance  tax  was  again  called 
into  use  to  help  meet  the  emergency 
revenue  needs  caused  by  the  Great 
War.  The  United  States,  in  reaUty, 
b^an  her  provision  for  war  revenue 
before  a  state  of  war  actually  ex- 
isted. The  revenue  act  of  1916  was 
largely  a  preparedness  measure,  as  was 
also  in  some  respects  the  revenue  act 
of  1914.  The  inheritance  tax  was 
introduced  in  the  1916  revenue  act. 
The  tax  was  imposed  upon  the  entire 
net  estate  of  all  citizens,  whether 
resident  or  non-resident.  The  tax 
was  upon  the  estate  and  not  upon 
each  share  of  the  estate.  Certain 
deductions  were  allowed,  as  was  also 
foi  exexpption  of  $50,000.    The  rates. 


which  applied  alike  to  direct  and 
collateral  inheritances,  were  progressive 
and  ranged  from  1  per  cent  on  a  net 
estate  up  to  $50,000  to  10  per  cent  on 
all  over  $5,000,000.  This  schedule  of 
rates  was  increased  to  range  from  1| 
per  cent  to  15  per  cent  before  the  law 
of  October,  1917 — ^the  one  real  war 
revenue  act.  By  the  law  of  1917, 
additional  rates  were  placed  upon  the 
same  grades  from  one-half  of  one  per 
cent  on  the  lowest  to  10  per  cent  on 
the  highest — all  bequests  of  more  than 
$10,000,000.  Under  this  act,  there- 
fore, the  maximimi  inheritance  tax 
which  could  be  collected  was  25  per 
cent.  Modifications  were  i^in  made 
by  the  revenue  act  which  was  adopted 
in  February,  1919.  Some  attempts 
were  made  to  place  the  tax  upon  each 
share  rather  than  upon  the  net  estate, 
but  the  change  was  not  made.  The 
rates  in  the  lower  grades  were  some- 
what reduced,  and  under  this  law,  after 
deductions  and  exemptions  are  allowed, 
the  schedule  of  rates  payable  to  the 
federal  government  is  as  follows: 

Rates  Payable  to  Federal 
Government 


Percent 

On  Amount  cf  Net  Estate 

1 

not  in  excess  of  $50,000 

2 

between 

$50,000  and     $150,000 

8 

150,000  and      250,000 

4 

250,000  and       450,000 

6 

450,000  and       750,000 

8 

750,000  and    1,000,000 

10 

1,000,000  and    1,500,000 

12 

1,500,000  and    2,000,000 

14 

2,000,000  and    8,000,000 

16 

8,000,000  and    4,000,000 

18 

4,000,000  and    5,000,000 

20 

5,000,000  and    8,000,000 

22 

8,000,000  and  10,000,000 

25 

abov 

e 

10,000,000 

There  has  been  much  disagreement 
as  to  the  use  the  Federal  Government 
should  make  of  the  inheritance  tax. 
Many  authorities  hold  that  this  field 
of  revenue  should  be  left  entirely  to  the 
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use  of  the  states,  the  expenditures  of 
which  are  continually  on  the  increase. 
This  contention  was  partially  respon- 
sible for  the  reduction  of  rates  in  the 
above  schedule  from  those  of  the 
previous  legislation.  On  the  other 
hand>  however,  the  needs  of  the  Federal 
Government  have  increased  greatly, 
and  these  needs  must  be  met  from 
revenue.  The  larger  the  amount  that 
is  collected  from  inheritance  taxes,  the 
less  will  renuun  to  be  collected  from 
other  sources,  perhaps  more  burden- 
some. There  is  no  good  reason  why 
both  the  Federal  Government  and  the 
state  governments  should  not  use  this 
soim^e  of  revenue,  nor  why  they  should 
not  cooperate  in  making  the  tax  uni- 
form and  just. 

Use  by  State  Governments 

Ever  since  Pennsylvania  adopted 
the  principle  of  the  inheritance  tax, 
in  1826,  it  has  been  foimd  embodied 
in  the  fiscal  system  of  one  or  more  of 
the  American  states.  Its  importance 
has  greatly  increased,  however,  in  the 
last  quarter  century,  and,  in  1920, 
forty-five  of  the  forty-eight  states  were 
using  some  form  of  the  tax.  As  the 
needs  for  revenue  continue  to  become 
more  pressing,  as  the  legislators  become 
educated  to  the  merits  of  the  tax,  and 
as  more  cooperation  can  be  developed 
among  the  different  states,  a  much 
more  thorough  use  of  this  form  of 
taxation  can  be  expected  as  a  source  of 
state  revenues. 

The  inheritance  tax  laws  in  our 
states  have  taken  nearly  every  con- 
ceivable form.  The  early  Pennsyl- 
vania tax  was  2j  per  cent  levied  upon 
the  transfer  of  property  to  collateral 
heirs.  An  exemption  of  $250  was 
allowed.  Two  years  later  Louisiana 
placed  a  tax  on  property  going  to 
foreign  heirs.  GradusJly  other  states 
were  added  to  the  Ust,  and,  as  the 
years  went  by,  amendment  was  placed 


upon  amendment,  the  courts  became 
more  favorable,  until  the  present  di- 
verse and  non-uniform  systems  of  the 
different  states  resulted.  Even  if  space 
permitted,  Uttle  would  be  gained  by 
giving  the  method  by  which  each 
state  levies  a  tax  upon  inheritances. 
Changes  are  imminent  in  many  of  the 
laws,  so  that  a  survey  which  could  be 
given  of  present  methods  would  doubt- 
less be  far  from  correct  in  the  not  dis- 
tant future. 

It  is  worth  while  to  note  what  has 
been  done  in  one  or  two  instances. 
The  State  of  New  York  is  considered  to 
have  one  of  the  best  inheritance  tax 
laws.  An  exemption  of  $5,000  is  al- 
lowed to  direct  heirs,  and  $1,000  to 
collateral  heirs.  The  rates  are  as 
follows: 


Dirbct 

COLLATEHAI* 

per  cent 

per  ctnt 

Above  exemption. 

up  to  $50,000             1 

5 

From  $50,000  up  to 

$250,000                     2 

6 

From  $250,000  up  to 

$1,000,000                  8 

7 

All  above  $1,000,000      4 

8 

The  law  also  seeks  to  avoid  double 
and  multiple  taxation  such  as  was 
described  above.  The  estates  of  resi- 
dents are  taxed  upon  tangible  property 
within  thestate,  andintangibleproi>erty 
wherever  it  may  be  situated.  No  tax 
is  placed  upon  the  intangible  pr(^>a-ty 
in  the  estates  of  non-residents,  and 
only  the  tangible  property  within 
the  state  is  taxed.  The  intangible 
property  includes  such  items  as 
money,  bank  deposits,  shares  of  stock, 
bonds,  notes  and  similar  items.  Be- 
quests to  religious,  educational  and 
charitable  institutions,  whether  within 
or  without  the  state,  are  exempt  from 
the  tax. 

Many  other  states  have  modified 
their  laws  and  the  attempt  to  conform 
more  nearly  to  the  principles  of  justice 
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has  not  always  been  absent.  The 
influence  of  the  unselfish  legislation  of 
sudi  a  progressive  state  as  New  York 
has  doubtless  been  felt.  California 
was  one  of  the  first  states  to  follow 
the  example  set  by  New  York,  yet 
went  mudi  further  in  the  steepness  of 
rates.  The  rate  on  bequests  to  direct 
heirs  is  progressive  from  1  to  5  per 
cent,  while  on  those  to  collateral  heirs 
it  ranges  from  2  to  25  per  cent.  There 
is  still  evidence  in  some  states  of  the 
tendency  to  introduce  the  tax  by  first 
placing  it  upon  transfers  to  collateral 
heirs  and  then  gradually  extending  it 
to  include  transfers  to  direct  heirs.  A 
few  years  ago  many  states  used  a 
collateral  inheritance  tax  with  no  tax 
upon  transfers  to  direct  heirs,  and  this 
condition  still  remains  in  a  few  cases. 
Gradually,  however,  the  scope  of  the 
laws  has  been  extended  to  include 
direct  bequests,  although  with  higher 
exemptions  and  lower  rates,  until  it  is 
likely  that  the  time  is  not  far  distant 
when  direct  inheritance  taxes  will  be 
used  in  all  the  states  where  a  tax  upon 
collateral  transfers  is  now  used. 

The  abundance  of  revenue  from 
other  sources  has  made  the  American 
states  somewhat  slow  in  seizing  upon 
the  inheritance  tax  as  a  part  of  their 
fiscal  systems.  The  tax  is  one,  how- 
ever, that  appeals  to  pubUc  sentiment, 
and  without  doubt  has  come  to  stay. 
In  the  future  it  will  be  found  to  occupy 
a  place  of  increasing  importance  in  our 
sources  of  revenue. 

Use  by  Foreign  Governments 

Nothing  more  can  be  done  than  to 
indicate  that  the  inheritance  tax  has 
been  used  extensively  abroad.  An 
extended  study  would  reveal  how 
dilatory  America  has  been  in  seizing 
upon  this  principle.  The  tax  has  been 
extensively  used  in  Switzerland,  Spain, 
Sweden,  Holland,  Italy,  Germany, 
Greece,  France,  Russia,  England,  Ire- 


land,  Canada,  Australia,  Belgium, 
Portugal,  Austria  and  many  other 
coimtries.  Highly  progressive  rates 
are  found  in  many  of  these  countries, 
particularly  in  France,  England,  Aus- 
traUa  and  Switzerland.  Outside  of  the 
United  States,  the  tax  seems  to  have 
had  its  broadest  development  in  the 
more  democratic  countries. 

England  has  used  the  principle  since 
1780.  Amendments  have  been  made 
until  the  tax  takes  three  forms;  one  on 
the  general  estate,  one  on  the  personal 
property  and  one  on  real  estate.  The 
estates  are  graduated  and  taxed  at  a 
progressive  rate  ranging  from  1  per 
cent  to  23  per  cent.  In  France,  the 
maximimi  rate  imposed  upon  collateral 
inheritances  is  over  20  per  cent,  while 
the  maximum  rate  upon  direct  trans- 
fers is  about  5  per  cent.  In  Italy  and 
Germany  the  rates  have  been  somewhat 
higher.  The  Australasian  and  Cana- 
dian provinces  have  followed  the  lead 
of  the  mother  country,  and  are  making 
extensive  use  of  the  tax  with  steeply 
progressive  rates. 

SXTMMARY 

The  principle  of  levying  some  form 
of  a  tax  upon  the  transfer  of  property 
at  death  is  not  new.  Traces  of  the 
use  of  the  principle  may  be  found 
among  the  earliest  records.  Its  im- 
portance was  not  overlooked  by  the 
early  writers  upon  fiscal  subjects,  but 
much  discussion  may  be  found  both 
for  and  against  the  use  of  inheritance 
taxes.  The  broadening  of  the  func- 
tions of  governments,  with  the  ac- 
companying demands  for  increased 
revenues,  has  caused  more  prominence 
to  be  attached  to  the  use  of  taxing 
inheritances  in  recent  years.  Many 
theories  have  been  advanced  to  justify 
the  tax,  ranging  all  the  way  from  those 
with  purely  social  motives  to  those 
which  champion  it  because  it  falls 
most  nearly  in  accordance  with  ability 
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to  bear  tax  burdens.  Some  objections 
have  been  raised  to  the  use  of  the 
principle,  but  most  of  them  are  weak 
and  apply  to  some  of  the  purposes  for 
which  it  has  been  proposed  ratixer  than 
to  the  tax  itself.  Much  litigation  has 
arisen  over  its  use,  but  the  court 
decisions  have  generally  strengthened 
the  position  of  the  principle  as  a  part 
of  fiscal  systems. 

In  the  use  of  the  tax,  many  problems 
have  arisen,  particularly  in  the  formu- 
lation of  just  laws,  and  in  the  double 
and  multiple  taxes  which  have  been 
placed  upon  single  estates  because  of 
conflicting  jurisdictions.  The  tax  has 
been  used  by  the  Federal  Government 
at  different  times  as  an  emergency 
measure,  and  may  be  continued  as  a 
part    of    its    fiscal    machinery.    The 


states  have  used  it  more  or  less  since 
1826  but  it  is  only  in  recent  years  that 
much  importance  has  been  attached  to 
the  fiscal  possibiUties.  Foreign  coun- 
tries have  developed  comprehensive 
systems  of  inheritance  taxes. 

Since  inheritanoe  taxes  so  admirably 
supplement  income  taxes,  and  since 
each  has  become  so  deservedly  popular 
among  fiscal  authorities  and  officiab,  it 
is  not  too  much  to  expect  that  each 
will  hold  a  place  of  vital  importance 
in  future  revenue  systems,  not  only  of 
federal  governments,  but  also  of  the 
provinces  and  states.  Because  of  its 
backwardness  in  the  past,  the  United 
States  may  be  looked  upon  to  furnish 
examples  of  the  most  rapid  extension 
of  the  use  of  inheritance  taxes  during 
the  next  few  decades. 


The  Net  Income  and  Excess  Profits  Should  Be  Kept  as 
the  Main  Sources  of  National  Taxation 

By  H.  C.  McKenzie 

Treasurer,  The  New  York  State  Federation  of  County  Farm  Bureau  Asaociatkms 


TEVIE  was  when  the  average  cit- 
izen gave  mighty  httle  atten- 
tion to  the  methods  of  raising  the 
revenue  necessary  to  run  the  govern- 
ment: almost  all  the  revenue  neces- 
sary was  raised  by  the  tariff  and  a  tax 
on  booze.  Some  time  ago  a  great  cry 
was  raised  because  Congress  spent  a 
billion  dollars  in  ttoo  years.  It  was 
called  "The  BilUon  Dollar  Congress." 
It  is  a  far  cry  from  that  time  and  an 
annual  budget  of  $500,000,000  to  the 
fiscal  year  1921  and  a  budget  of 
$5,600,000,000. 

During  the  last  six  months  there 
has  been  a  determined  effort  to  work 
up  public  sentiment  in  favor  of  chang- 
ing some  of  the  important  features  of 
our  present  tax  laws,  notably  in  favor 


of  lowering  the  higher  brackets  of  the 
siu-taxes  on  individuals  and  in  favor  of 
the  repeal  of  the  excess  profits  tax 
on  corporations.  Part  of  this  agita- 
tion has  been  an  honest  effort  to  de- 
termine how  the  necessary  revenue 
should  be  raised,  but  a  great  deal  of  it 
has  been  propaganda  put  out  by  those 
who  are  now  carrying  a  heavy  tax  bur- 
den, and  who  most  earnestly  desire  to 
shift  the  burden  to  other  shoulders. 
The  papers  and  magazines  have  been 
full  of  statements  that  the  taxes  are 
ruining  business,  that  the  excess 
profits  tax  must  be  repealed,  and  that 
the  system  must  be  revised,  and  gen- 
erally without  any  clear  statement  of 
what  is  to  take  the  place  of  the  abol- 
ished schedule. 
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SoxTBCBB  OF  REVENUE  bulk  of  the  taxes  should  be  levied  and 

The  diflPerence  between  the  calendar  «>Uected  on  that  basis, 

year  and  the  fiscal  year  of  the  govern-  *•  "P^^  *«  should  be  progressive, 

ment  must  be  kept  in  mind;  also  that  ^^^  ^»  *^®  greater  the  income,  the 

the  fiscal  year  is  known  as  of  the  year  in  higher  the  rate. 

which  it  ends.    For  example,  the  fiscal  3-  As  this  is  the  country  of  all  the 

year  ending  last  June  SOth  was  the  people,   all  the  people   should   have 

fiscal  year  19«0,  and  we  are  now  in  the  some  part  in  supporting  the  govem- 

fiscal  year  of  1921  and  the  taxes  paid  ment,  and  a  certain  part  of  the  reve- 

July  and  December  are  figured  in  that  nues  may  justly  be  raised  by  means  of 

year.    For  the  fiscal  year  1921   the  the  tariff  and  other  consumption  taxes, 

estimates  are:  4.  While  recognizing  that  the  first 

Income  tax,  mdividuals $1,810,000,000 

"        "    corporatioiis 550,000,000 

Excess  profits  tax 1,800,000,000 

Other  intonal  revenue  taxes 1,850,000,000 

Customs 860,000,000 

Miscellaneous  (including  salvage,  interest  on  loans  to  Allies,  etc) 651,000,000 

Postal  revenue  (which  approximate  the  appropriations  for  this  purpose) . .  462,575,190 

$5,968,575,190 

No  revision  can  lessen  the  tax  burden —  consideration  in  any  scheme  of  taxa- 
it  can  only  distribute  it  equitably;  tion  is  the  raising  of  revenue,  its  col- 
only  retrenchment  can  lessen  it.  lateral  effects  must  not  be  lost  sight  of 

If  the  present  estimates  are  correct,  and,  in  so  far  as  practicable,  the  taxes 
the  taxes  now  in  force  will  produce  should  be  so  levied  as  to  tend  to  the  dis- 
enough  revenue  to  carry  on  the  govern-  tribution  of  wealth  in  the  hands  of  the 
ment  and  wipe  out  $2,500,000,000  of  many  and  not  its  concentration  in  the 
the  floating  debt  by  1923  when  refund-  hands  of  the  few. 
ing  operations  on  a  large  scale  will  These  four  principles  are  the  stand- 
have  to  be  undertaken.  Financiers  all  ards  by  which  to  measure  the  various 
agree  that  it  is  of  the  highest  impor-  proposals  for  revision  that  are  being 
tance  that  this  floating  debt  be  not  considered  at  this  time, 
left  to  embarrass  the  refunding  opera-  ^  ^.  .  ,  ,-.  ^,.,.  ^ 
tions,  so  that  the  only  hope  for  lower-  ^'  ^^  ^^«^^^  Measures  AbilUy  to  Pay 
ing  taxes  during  the  next  three  years  Taxes  can  be  paid  only  from  two 
lies  in  lowering  expenses.  The  people  sources:  Income  and  capital.  So  far 
of  the  country  will  cheerfully  furnish  as  I  know,  there  is  no  responsible 
the  money  that  is  necessary  to  run  the  body  of  public  opinion  in  this  country 
government,  but  will  raise  a  storm  of  in  favor  of  a  levy  on  capital.  The  only 
protest  against  waste  and  extrav-  country  in  the  world  that  has  resorted 
agance.  to   that  means   of  securing  revenue 

Four  general  principles  should  be  today  is  Germany,  and  she  has  been 

kept  in  mind  in  any  discussion  of  this  driven  to  it  as  a  last  resort, 
subject:  If  then  the  bulk  of  the  tax  is  to  be 

1.  The  measure  of  ability  to  pay  derived  from  net  income,  it  should  be 

taxes  for  the  support  of  the  National  determined  by  reference  to  the  amount 

Grovemment  is  net  income^  and  the  of  that  income,  not  with  reference  to 
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some  other  factor  with  no  fixed  relation 
to  net  income,  as,  for  example,  gross 
income.  It  might  be  asked:  Why 
then  is  not  all  revenue  raised  by  in- 
come taxes?  The  chief  reason  is  that 
it  is  not  practical  to  get  income  tax 
returns  from  the  great  mass  of  the 
people  with  low  incomes.  It  would 
involve  the  making  of  thirty  or  forty 
miUion  returns  and  the  checking  and 
handling  of  them  would  be  out  of  the 
question  at  any  reasonable  cost. 

The  consumption  taxes  are  the 
means  adopted  for  collecting  the  tax 
from  those  of  low  incomes.  They  may 
be  looked  upon  as  the  base  tax  spread 
over  all  the  people;  as  incomes  increase, 
abiUty  to  pay  increases,  and  the  in- 
come taxes  in  progressive  form  are 
intended  to  graduate  the  payments 
according  to  ability  to  pay. 

The  ideal  consumption  tax  would  be 
one  on  an  article,  not  a  necessity,  of 
universal  consumption,  one  that  would 
carry  the  tax  without  shutting  off  its 
use.  There  is  no  such  article,  and  so  a 
number  of  articles  have  been  selected 
that  theoretically  distribute  the  burden 
equitably. 

2.  Progressive  Taxation 

A  man's  ability  to  pay  taxes  in- 
creases faster  than  his  income.  If  a 
man  having  an  income  of  $10,000  can 
justly  be  required  to  pay  10  per  cent, 
or  $1,000,  a  man  with  an  income  of 
$100,000  can  pay  more  than  10  per 
cent.  The  rate  should  never  be  so 
high,  however,  as  to  take  away  from 
the  individual  the  incentive  to  earn, 
or  it  will  automatically  defeat  the 
object  in  view,  as  it  has  been  abun- 
dantly proven  that  altruism  is  not  a 
sufficient  incentive  to  cause  the  human 
race  to  put  forth  its  best  efforts. 

3.  How  Revenues  Shotdd  Be  Raised 

The  great  problem  to  be  settled  by 
Congress  is  how  much  should  be  raised 


by  income  taxes  and  how  much  by 
consumption  taxes.  Approximately 
5,600,000  people  made  income  tax 
returns  in  1919  with  an  income  of 
twenty  billions.  The  income  of  cor- 
porations was  about  $8,900,000,000. 
If  we  add  to  these  the  income  from 
tax-free  bonds,  which  practically  all 
went  to  the  same  people,  we  will  have, 
roughly  speaking,  a  total  net  income 
of  $30,000,000,000.  About  35,000,000 
other  people  in  the  United  States  have 
incomes  and  it  is  safe  to  figure  their 
income  at  $30,000,000,000.  Then  we 
have  two  groups  of  people  each  with  a 
net  income  of  about  $30,000,000,000: 
the  first  group  consists  of  the  in- 
come taxpayers  and  their  dependents, 
about  15,000,000,  and  the  second  of 
the  balance  of  the  people,  90,000,000. 
This  would  make  the  average  income 
of  the  first  group  $2,000,  and  of  the 
second  group  $333. 

If  we  divide  the  budget  $5,600,000,- 
000  by  the  population  105,000,000  it 
makes  the  per  capita  tax  $50.  The 
practical  question  now  arises:  How 
much  of  the  total  budget  of  $5,600,- 
000,000  shall  be  collected  from  these 
average  incomes  of  $333?  My  answer 
is,  not  to  exceed  ^  per  cent  which 
would  be  $12.50  per  capita. 

At  the  close  of  the  CivU  War  approx- 
imately 75  per  cent  of  the  revenues 
raised  by  taxation  were  raised  from 
consumption  taxes  and  ^  per  cent 
from  income  taxes.  These  figures 
should  now  be  reversed  and  approx- 
imately 75  per  cent  of  the  revenues 
raised  from  income  taxes,  and  not  to 
exceed  ^  per  cent  from  consumption 
taxes.  For  the  fiscal  year  1920,  73.6 
per  cent  of  the  taxes  came  from  income 
taxes  and  26.4  per  cent  from  consumpn 
tion  and  other  taxes,  so  that  the  present 
distribution  of  the  tax  burden  is  fair. 
We  ifiust  bear  in  mind  that  one  of  the 
chief  differences  between  income  taxes 
and  consumption  taxes  is  that  the  bulk 
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of  the  income  tax  is  paid  from  income 
above  the  living  wage,  and  the  bulk  of 
the  consumption  taxes  are  paid  out  of 
the  living  wage.  These  consiunption 
taxes  are  paid  largely  out  of  the  Uving 
wage  by  those  least  able  to  pay,  and 
often  in  inverse  proportion  to  their 
ability,  as  the  larger  a  man's  family, 
the  greater  the  demand  for  goods  and 
the  less  his  ability  to  pay. 

4.  EquiiabkDidribidion  of  Wealth 

This  is  vital.  America  has  always 
been  regarded  as  the  land  of  oppor- 
tunity and  nothing  should  be  allowed 
to  creep  into  our  tax  system  that  would 
place  the  man  of  small  means  or  the 
small  corporation  at  a  disadvantage  as 
compared  to  those  of  larger  capital. 

John  Hays  Hammond  recently  said: 
"The  best  thing  that  the  Government 
can  do  is  to  keep  the  roads  to  success 
open,  to  see  that  no  one  erects  barriers 
on  them.  And,  most  particularly, 
that  it  does  not  erect  them  itself. 
Most  of  us  ask  no  more." 

So  much  in  general;  let  us  now  take 
up  the  propositions  that  have  been 
generally  considered  in  the  agitation 
for  a  revision  of  the  present  tax  system. 

The  Personal  Income  Tax 

All  are  now  familiar  with  the  general 
provisions  of  the  personal  income  tax. 
There  is  first  the  exemption  of  $1,000 
for  a  single  man,  $2,000  for  a  man  and 
wife  and  $200  for  each  child  and  then  a 
tax  of  four  per  cent  up  to  $4,000  of 
net  income  and  eight  per  cent  above 
$4,000.  This  is  called  the  normal  tax; 
to  this  is  added  above  $5,000,  the 
surtaxes,  increasing  one  per  cent  to 
$6,000,  then  increasing  one  per  cent  for 
each  $2,000  of  net  income  up  to  $100,- 
000.  From  $100,000  to  $150,000  the 
rate  is  52  per  cent;  from  $150,000  to 
$200,000,  56  per  cent;  from  $200,000 
to  $300,000, 60  per  cent;  from  $300,000 
to  $500,000, 63  per  cent;  from  $500,000 


to  $1,000,000,  64  per  cent;  and  above 
$1,000,000,  65  per  cent. 

Incomes  above  $1,000,000,  therefore, 
pay  a  normal  tax  of  eight  per  cent  and 
surtaxes  of  66  per  cent,  or  73  per  cent 
in  all.  Experience  seems  to  show  that 
this  rate  is  too  high  to  produce  the 
maximum  amount  of  revenue  and  that 
the  higher  brackets  should  be  reduced. 
Men  of  large  incomes  are  avoiding  the 
payment  of  these  higher  taxes  by  in- 
vesting in  tax-free  bonds.  The  in- 
come tax  returns  for  1919,  the  last 
year  from  which  figures  are  available, 
show  5,600,000  returns  with  a  net  in- 
come of  $20,000,000,000  and  a  tax  of 
$1,350,000,000,  or  5.1  per  cent. 

The  rates  should  be  so  changed  that 
the  maximum  tax  would  not  exceed 
50  per  cent  of  the  net  income.  This 
would  substantially  agree  with  the 
practice  of  both  France  and  England. 
It  is  preferable  to  reducing  the  tax  on 
saved  and  reinvested  income  to  a  max- 
imum of  20  per  cent.  One  of  the 
reasons  for  objecting  to  a  maximum 
tax  of  20  per  cent  on  saved  and  rein- 
vested income  is  that,  if  the  excess 
profits  tax  were  abolished  and  the 
maximum  surtaxes  reduced  to  20  per 
cent,  it  would  open  a  channel  whereby 
the  enormous  profits  of  som^  corpora- 
tions could  be  secured  by  very  wealthy 
men  at  a  relatively  low  tax  rate. 

Excess  Profits  Tax 

It  must  be  borne  in  mind  that  cor- 
porations are  taxed  under  a  different 
schedule  than  individuals.  The  cor- 
poration pays  a  normal  tax  of  10  per . 
cent  on  net  income  in  excess  of  certain 
credits,  provided  in  Section  236,  and 
the  excess  profits  tax. 

Under  Uie  excess  profits  tax  the 
corporation  has  first  an  allowance  of 
$3,000  and  eight  per  cent  on  the  in- 
vested capital  (Sec.  312),  then  the  rate 
is  20  per  cent  up  to  20  per  cent  on  the 
invested  capital  and  40  per  cent  of  the 
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net  income  above  that  figure.  This 
tax  produced  during  the  last  fiscal 
year  $1,750,000,000,  by  far  the  largest 
single  item.  Owing  to  the  unfavorable 
business  outlook,  it  is  estimated  that 
it  will  produce  this  year  $900,000,000 
of  revenue. 

There  is  a  very  strong  movement  on 
foot  to  repeal  the  excess  profits  tax. 
The  chief  arguments  for  the  repeal  of 
the  tax  are: 

1.  That  it  is  a  heavy  burden  on  busi- 
ness and  that  it  takes  from  the  corpora- 
tions money  needed  for  dividends  and 
additional  capital. 

It  is  admitted  that  it  is  a  heavy 
burden,  but  the  raising  of  a  budget  of 
approximately  $5,600,000,000  is  bound 
to  be  a  heavy  burden  on  someone. 
Every  dollar  of  the  $1,750,000,000 
collected  from  this  source  last  year 
came  out  of  profits,  and  before  any  of 
it  was  levied,  the  corporations  had  an 
allowance  of  $8,000  and  eight  per  cent 
on  their  invested  capital;  that  the  rate 
above  this  allowance  was  ^  per  cent 
up  to  ^  per  cent  on  invested  capital, 
and  that  above  that  40  per  cent. 
This  would  seem  to  allow  the  corpora- 
tions sufficient  funds  for  all  reasonable 
requirements  of  capital  and  dividends* 
It  is  reasonably  certain  that  most  farm- 
ers would  be  glad  to  pay  the  tax  if  they 
could  get  into  the  excess  profits  class. 

2.  That  the  amount  of  investedcapitcd 
can  not  be  determined  and  the  law  is 
unworkable. 

The  answer  is  that  the  law  has  been 
in  effect  since  1917,  that  whether  the 
.law  is  revised  or  not,  the  invested 
capital  will  have  been  determined  for 
most  corporations  for  four  years  and 
when  once  determined  the  adjustment 
each  year  is  a  comparatively  simple 
matter;  unless  it  can  be  shown  that 
this  tax  is  based  on  wrong  principles 
or  works  injustice,  the  proper  remedy 
is  not  its  aboHtion,  but  the  improve- 
ment of  its  administration* 


8.  That  the  amxmni  of  revenue  from 
this  source  is  diminishing. 

This  might  be  an  argument  for  in- 
creasing the  tax,  but  certainly  not  for 
its  abolition  so  long  as  we  need  the 
revenue. 

4.  That  the  tax  is  pcufsed  on  in  aggra- 
vated form  to  the  consumer  and  adds  as 
much  as  2S  per  cent  to  the  H.  C.  L. 

Please  note  that  it  is  the  corporations 
who  pay  the  tax,  and  not  the  public, 
who  are  asking  for  its  repeal:  that  is 
sufficient  answer. 

Another  evidence  that  the  excess 
profits  tax  is  not  destroying  business 
in  corporate  form  is  the  amount  of 
capital  put  into  new  corporations  of 
over  $100,000  capital  during  the  last 
three  years.  The  figures  are  as  follows : 
for  1918,$2,599,000,000;  for  1919,$12,- 
677,000,000;  for  1920,  $18,998,000,- 
000;  this  does  not  look  much  as  if  the 
public  had  lost  faith  in  the  earning 
power  of  corporations  even  with  the 
excess  profits  tax. 

5.  That  it  encourages  extravagances 
as  part  of  advertising  biUs^  etc.y  which 
would  come  out  of  money  thai  would 
otherwise  go  to  the  government. 

The  corporation  in  any  case  will  be 
spending  50  per  cent  of  its  own  money 
and  is  not  likely  to  go  very  far  strewing 
the  country  with  its  funds.  This  is 
one  of  the  arguments  put  forward 
by  the  advertisers:  furthermore,  the 
regulations  will  keep  these  expenses 
within  bounds. 

6.  That  it  excites  hostility  because  the 
details  of  the  corporate  business  have  to 
be  set  forth. 

This  works  for  good  in  every  way. 
In  many  instances  the  corporation 
itself  gets  a  lot  of  valuable  facts  pre- 
sented for  its  enlightenment.  It  will 
put  a  curb  on  false  statements  to 
stockholders  and  the  public  and  tend 
to  the  establishment  of  sound  and 
adequate  methods  of  accounting. 

As  a  matter  of  fact  the  advocates  of 
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repeal  of  this  tax  have  not  made  out 
any  case,  and  when  hard  pressed  take 
refuge  in  No.  2  (that  the  law  is  unwork- 
able), in  face  of  the  fact  that  it  has 
been  in  force  for  four  years  and  that 
the  difficulties  involved  will  grow  less 
each  year.  They  have  not  presented 
a  single  vital  reason  for  its  repeal,  while 
there  are  several  fundamental  reasons 
for  retaining  it.  The  reasons  for  re- 
taining the  excess  profits  tax  are: 

1.  We  need  the  money.  This  is  not 
questioned. 

£.  It  is  hosed  on  net  income — the 
correct  principle — and  every  dollar  col- 
lected by  this  tax  comes  from  profits  after 
liberal  allowance  has  been  made  for  divi- 
dends and  expansion  of  capital. 

S.  The  tax  is  progressive  and  the 
higher  rate — iO  per  cent — does  not  apply 
until  after  the  corporation  has  17  per 
cent  on  its  invested  capital. 

If  the  excess  profits  tax  should  be 
repealed,  it  would  allow  corporations 
making  large  earnings  running  up  to 
£00  per  cent  and  over,  to  escape  with 
paying  only  the  normal  tax,  an  en- 
tirely inadequate  share  of  the  tax 
burden;  and  this  is  one  of  the  strongest 
arguments  against  its  repeal. 

If  it  is  urged  that  corporations  are 
owned  by  individuals  who  pay  sur- 
taxes, the  answer  is  that  corporations 
are  artificial  persons  created  by  the 
state,  and  receive  many  advantages  not 
enjoyed  by  the  individual;  that,  in 
return,  the  state  is  justified  in  taxing 
them;  that,  in  the  case  of  the  railroads, 
the  state  has  said  that  they  shall  not 
take  from  the  public  over  six  per  cent 
on  their  invested  capital,  and  that  it 
would  be  justified  in  using  the  excess 
profits  tax  to  prevent  corporations 
profiteering  at  the  expense  of  the  pub- 
lic. A  flat  tax  encourages  profiteering 
as  compared  with  a  progressive  tax, 
because  with  a  flat  tax,  what  they  get 
above  the  tax  they  keep,  while  with  a 
progressive  tax,  the  more  they  make. 


the  more  the  government  taxes;  and 
the  rates  could  be  so  arranged  as  to  be 
a  decided  discouragement  to  excessive 
profits.  It  will  tend  to  widen  dis- 
tribution of  wealth  {see  Principle  No. 
4),  from  the  fact  that  individuals  with 
very  large  incomes  will  put  their  money 
into  tax-free  securities  of  low  earning 
power,  rather  than  in  stock  paying 
the  excess  profits  tax,  and  then  them- 
selves pay  the  surtaxes.  Automati- 
cally the  stocks  of  corporations  with 
large  earning  power  will  fall  into  the 
hands  of  a  large  number  of  persons  of 
moderate  income,  which  is  just  where 
it  will  do  the  most  good.  While  this 
may  not  have  been  one  of  the  control- 
ling reasons  for  establishing  the  exist- 
ing system,  it  is  a  very  good  reaslbn  for 
retaining  it. 

Another  of  the  collateral  effects  of 
the  excess  profits  tax  is  that  in  a 
measure  it  tends  toward  equalizing 
the  net  returns  as  between  those  cor- 
porations differing  in  natural  advan- 
tages as  to  fuel,  raw  material,  etc.;  for 
example,  during  the  war  the  govern- 
ment commandeered  all  the  wood 
chemical  plants  in  the  country  and 
fixed  the  price  on  the  product  the 
same  for  aU  factories  without  regard  to 
cost  of  production.  This  allowed  the 
large  factories  and  those  most  favor- 
ably located  to  make  the  most  money, 
^but  along  comes  the  war  profits  tax 
and  excess  profits  tax,  and  those  with 
large  profits  have  to  surrender  a  good- 
ly portion  to  the  government;  and  thus 
things  are,  to  a  certain  extent,  evened 
up.  Today  these  factories  all  sell  on 
the  open  market  at  practically  the 
same  price,  and  the  excess  profits  tax 
will  help  equalize  things. 

The  repeal  of  this  tax  involves  find- 
ing some  other  source  from  which  an 
equal  amount  of  revenue  can  be  de- 
rived and,  so  far  as  my  knowledge 
goes,  all  the  remedies  proposed  are 
worse  than  the  dbease.    An  analysis 
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of  all  the  substitutes  shows,  invariably, 
an'  effort  to  free  incomes  of  a  large 
part  of  the  burden  they  are  now  carry- 
ing, and  substitute  them  for  consump- 
tion taxes,  which  would  be  paid  largely 
out  of  the  living  wage,  and  which 
would  then  fall  on  those  least  able  to 
pay,  and  in  many  cases  in  inverse  pro- 
portion to  the  man's  ability,  as  the 
larger  the  family,  the  more  demand  for 
goods. 

Nothing  could  be  more  short-sight- 
ed or  ill-advised,  from  the  standpoint 
of  the  corporations  and  of  capital,  than 
any  attempt  to  relieve  the  corpora- 
tions and  shoulder  the  burden  off  onto 
the  common  people  through  consump- 
tion taxes.  This  would  furnish  a  text 
from  which  to  preach  sermons  to 
which  there  would  be  no  answer. 

The  Sales  Tax 

The  sales  tax,  as  set  forth  by  its 
friends,  is  purely  a  consumption  tax. 
This  has  been  proposed  in  three  forms: 

1.  A  general  turnover  tax  on  all  busi- 
ness including  personal  services  and 
capital  assets. 

%.  A  tax  on  goods^  wares,  and  mer- 
chandise. 

8.  A  tax  on  retail  sales. 
This  proposition  is  fundamentally  un- 
sound in  all  its  forms: 

If  His  not  passed  on  to  the  ultimate 
consumer: 

1.  Because  it  is  founded  on  the  wrong 
theory  (See  Principle  No.  1).  The 
basis  of  the  tax  would  be  gross  income 
and  the  tax  would  have  to  be  paid 
whether  there  were  any  profit  in  the 
business  or  not.  In  many  cases  it 
would  be  paid  out  of  capital  where 
there  is  no  profit  from  which  to  get  it. 
Where  there  was  no  profit  and  where 
it  would  not  be  passed  on,  it  would  be 
a  capital  levy  just  as  much  as  the 
German  law,  although  disguised  and 
under  another  name. 

St.  It   would   give   the   larger   and 


stronger  concerns  enormous  advan- 
tage, and  eventually  concentrate  the 
business  in  each  particular  line  in  the 
hands  of  a  few  very  powerful  concerns. 
Take  the  shoe  business  for  example. 
There  is  one  concern  that  buys  the 
hides  in  South  America  and  sdls  the 
shoes  to  the  wearer.  This  concern 
would  have  a  tax  of  one  per  cent  on 
the  finished  shoes.  Take  another 
small  concern.  The  hides  are  gathered 
up  by  a  dealer,  sold  to  a  tannery,  sold 
to  a  jobber,  to  a  shoe  manufacturer,  to 
a  jobber,  to  a  retailer:  here  the  tax 
would  be  paid  six  times,  a  difference 
of  three  per  cent  in  costs  will  determine 
who  gets  the  business  in  shoes.  It  is 
readily  seen  that  it  would  only  be  a 
question  of  time  when  a  few  large  con- 
cerns would  control  the  shoe  business. 
The  same  thing  is  true  of  many  other 
industries. 

3.  The  country  would  cease  to  be 
the  land  of  opportimity  and  the  door 
would  be  permanently  closed  to  the 
great  body  of  the  people.  This  is  not 
a  new  proposition;  it  has  been  tried 
and  abandoned  by  many  countries  and 
today  is  only  resorted  to  in  dire  ex- 
tremity. France  has  a  sales  tax  be- 
cause there  was  no  other  way,  short 
of  a  capital  levy,  to  get  the  money  and 
even  in  France  the  people  are  evading 
the  tax  in  large  part.  In  January, 
IWl,  this  tax  produced  only  one-third 
the  estimates. 

If  it  is  passed  on  to  the  vUimcde 
consumer: 

1.  Because  it  would  place  an  unfair 
share  of  the  tax  burden  on  those  least 
able  to  bear  it,  and  it  is  equally  inde- 
fensible if  not  passed  on,  because  the 
amount  of  the  tax  will  bear  no  relation 
to  the  amount  of  profits  in  the  business. 

The  trouble  of  administering  the 
excess  profits  tax  for  350,000  corpora- 
tions, 100,000  of  which  make  no  profits, 
another  100,000  only  very  small  profits, 
and  only  150,000  profits  enough  to  be  a 
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factor,  is  as  nothing  compared  with 
checking  the  infinite  number  of  ac- 
counts involved  in  sales  tax  schemes. 
It  would  be  "  out  of  the  frying  pan  into 
the  fire"  with  a  vengeance.  One  of 
the  requisites  of  a  good  tax  is  ability  to 
check  the  returns.  This  could  not  be 
done  adequately  with  the  enormous 
number  of  accounts  involved.  Only 
recently  a  gentleman  who  has  just  come 
back  from  France  stated  that  while 
there  he  purchased  30,000  francs*  worth 
of  merchandise,  and  that  he  did  not  pay 
any  sales  tax. 

Consider  the  farmer.  His  gross  over- 
turn is  approximately  $20,000,000,000; 
a  tax  of  one  per  cent  would  be 
$250,000,000.  We  know  how  much 
could  be  added  to  the  price  of  our 
grain,  or  cattle,  or  dairy  products  if 
a  gross  turnover  tax  were  paid  each 
time  the  farmer's  products  changed 
hands.  As  much  of  the  farmer's  over- 
turn is  without  profit,  this  tax  on  the 
farmer  would  have  to  be  paid  out  of 
cajntal. 

The  Tariff 

Most  people  can  remember  when 
agriculture  received  some  considera- 
tion in  framing  our  tariff  laws.  Both 
the  manufacturers  and  labor  are  inter- 
ested in  agriculture,  primarily  as  a 
supply  of  food  and  raw  materials. 
They  wanted  them  cheap.  Practi- 
cally all  the  duties  were  taken  off  and 
the  farmer  left  to  compete  with  cheap 
beans  from  Manchuria,  cheap  wool 
from  Australia,  and  cheap  labor  the 
world  over,  while  the  factory  demanded 
protection  and  got  it. 

The  result  was  that  the  farmer  was 
left  to  sell  in  a  free-trade  market,  and 
buy  in  a  protected  market.  He  has  no 
protection  on  wool,  but  the  cloth  his 
coat  is  made  of  has  a  protection  of  35 
per  cent.  The  dairy  farmers  have 
to  compete  with  Canadian  milk  and 
cheese,  with  butter  from  Denmark,  and 


with  condensed  milk  from  the  world. 
These  results  have  been  brought  about 
largely  because  business  and  labor  are 
organized  and  speak  with  authority, 
and  the  farmer  has  had  no  organiza- 
tion with  sufficient  weight  and  author- 
ity to  present  his  side  of  the  argument. 
The  time  has  come  when  all  genuine 
farmers'  organizations  should  unite  in 
demanding  a  square  deal  and  the  con- 
sideration for  agriculture  that  is  befit- 
ting the  basic  industry  of  the  country. 
A  large  share  of  the  consumption  taxes 
can  appropriately  be  collected  through 
the  tariff,  but  we  should  not  be  so  car- 
ried away  with  the  idea  of  a  protective 
tariff  as  to  allow  taxes  on  tea,  coffee 
and  sugar,  and  other  articles  to  be 
substituted  for  income  taxes.  If  this 
is  done,  the  farmer  and  the  wage-earner 
will  pay  the  bill. 

There  are  many  other  minor  sug- 
gestions offered  that  would  make  up 
part  of  the  revenue  lost  by  the  repeal  of 
the  excess  profits  tax,  such  as  to  in- 
crease the  normal  corporation  tax 
from  ten  per  cent  to  sixteen  per  cent 
and  abolish  the  $2,000  exemption. 
This  is  wrong,  primarily  because  it  is  a 
flat  tax  and  bears  hardest  on  those 
with  least  incomes.  One  of  the  strong 
points  in  favor  of  the  progressive  taxes 
is  that  they  help  to  equalize  the  final 
.earnings  of  the  strong  and  weak,  and 
thus  prevent  monopoly.  Other  sug- 
gestions are  the  following: 

Increase  the  stamp  taxes. 

Increase  the  first-class  postal  rate  to 
three  cents. 

Place  taxes  on  tea,  coffee,  sugar  and 
other  items  of  wide  use. 

Increase  the  rates  on  tobacco,  ciga- 
rettes and  many  other  non-essentials. 

(They  should  not  be  substituted  for 
income  or  the  excess  profits  tax.) 

A  careful  study  of  the  present  tax 
system  will  be  convincing  to  show  that 
the  framers  of  the  present  law  did  a 
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surprisingly  good  job,  under  all  the  cir- 
cumstances; and  that  while  it  is  very 
easy  to  abolish  the  excess  profits  tax, 
it  is  exceedingly  hard  to  find  a  substi- 
tute that  is  not  worse. 
I  offer  the  following  suggestions: 

1.  Reduce  the  higher  surtax  brackets 
on  individu^  so  thai  the  maximum  tax 
does  not  exceed  fifty  per  cent. 

2.  Revise  the  administrative  features 
of  the  excess  profits  tax  and  establish 
loccU  board  in  each  district  where  at  least 
90  per  cent  of  aU  the  returns  can  be 
checked  and  passed  upon^  and  only  the 
most  complicaied  sent  to  Washington. 
This  will  be  in  line  v>ith  the  English 
methodp  which  works  very  well. 

8.  Establish  a  Board  of  Adjustment 


to  which  cases  can  be  referred  for  final 
settlement. 

4.  That  Ike  Constitution  be  amended 
so  that  there  vrUl  be  no  tax-free  securities 
and  all  income  wiU  be  taxed. 

5.  That  76  per  cent  of  the  taxes  be 
raised  from  income  taxes  and  26  per 
cent  from  consumption  and  other  taxes. 

Thai  the  present  income  tax  and 
excess  profits  tax  do  not  produce 
sufficient  revenue;  thai  the  rates  be 
raised  sufficiently  on  individual  incomes 
between  $10,000  and  $60,000  to  make 
up  the  difference. 

6.  The  enactment  of  H.  R.  U198. 

7.  That  net  loss  for  any  year  may  be 
deducted  from  the  succeeding  year  or 
years. 


The  Ralston-Nolan  Bill 

A  Proposed  Tax  on  Unimproved  Land  Values 

By  S.  H.  Patterson 
Instructor  in  Eoonomicfl^  University  of  Pennsylvania 


*'rriHE  tariff  a  local  issue"  was  made 
X  the  presidential  campaign  slogan 
of  a  generation  ago.  The  same  might 
be  said  of  taxation.  Various  individ- 
uals are  vigorously  agitating  for  the 
repeal  of  certain  taxes  which  they  find 
repressive — ^that  is,  which  hit  them. 
They  feel  that  the  industrial  prosperity 
of  the  country  will  be  furthered  by' 
other  kinds  of  taxes,  the  final  burden 
of  which  seems  to  lie  in  another  direc- 
tion. The  political  atmosphere  is  full 
of  taxes  and  rumors  of  taxes. 

On  February  7,  1920,  Mr.  Nolan  in- 
troduced into  the  House  of  Represen- 
tatives a  bill  taxing  large  land  val- 
ues, which  was  subsequently  referred 
to  the  Ways  and  Means  Committee. 
The  measure  is  technically  known  as 
House  of  Representatives  Bill  No. 
12397  or  more  popularly  as  the  Ralston- 
Nolan  Bill.  It  proposes  to  "provide 
for  the  raising  of  public  revenues  by  a 


tax  upon  the  privileges  of  the  use  and 
enjoyment  of  lands  of  large  value." 
The  bill  defines  land  in  its  true  eco- 
nomic sense,  that  is,  including  all  natu- 
ral resources  and  excluding  all  improve- 
ments which  represent  labor  and 
capital. 

Tliat  for  the  purposes  of  this  Act,  land  is 
defined  to  be  the  surface  of  the  ground, 
with  all  easements  in,  on,  and  over  the 
same  whether  covered  by  water  or  not, 
and  including  water  powers  and  rights, 
natural  growths,  if  any,  of  land  and  includ- 
ing wild  forests,  natural  deposits  of  coal, 
minerals  of  all  kinds,  oils,  gases,  peats, 
waters  and  all  other  substances  and  not 
including  the  improvements  the  result  in 
whole  or  in  part  of  the  application  of  labor 
to  land. 

The  rate  of  taxation  is  one  per  cent 
upon  all  land  values  in  excess  of  ten 
thousand  dollars. 
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That  all  persons,  firms,  assodations  and 
corporations  owning  land  in  excess  of  ten 
thousand  doUars  whether  in  possession  or 
leased  to  others  shall  be  subject  to  an  excise 
tax  upon  the  privilege  of  the  use  and  enjoy- 
•  ment  of  such  excess  at  the  rate  of  one  per 
centum.  It  shall  be  the  duty  of  every 
owner  where  the  value  of  the  land  itself 
excluding  improvements  exceeds  ten  thou- 
sand dollars  to  report  his  interests  before 
March  the  first  of  each  year  to  the  Com- 
missioner of  Internal  Revenue. 

The  bill  concludes  with  sections  cover- 
ing the  administration  and  the  enforce- 
ment of  the  act. 

Let  us  see  what  this  proposed  law 
would  mean.  Suppose  Mr.  Brown 
owns  a  farm  worth  $35,000.  Let  us 
assume  his  house,  barn,  shed,  fences 
and  other  improvements  or  capital  to 
be  worth  $10,000.  This  would  make 
the  value  of  the  land  itself  $25,000. 
As  there  is  an  exemption  feature  of 
$10>000  Mr.  Brown  would  have  to  pay  a 
tax  upon  $15,000  worth  of  unimproved 
land  value.  At  one  per  cent  his  yearly 
tax  bill  under  this  law  would  be  $150. 
It  must  be  remembered,  however,  that 
this  tax  is  a  new  federal  tax  independ- 
ent of  and  in  addition  to  the  existing 
local  or  general  property  tax,  which 
covers  buildings  as  well  as  land  value. 

It  is  estimated  that  the  Ralston- 
Nolan  Bill  will  yield  an  annual  revenue 
of  one  billion  dollars  or  one-fourth  of 
the  total  needs. 

Mr.  W.  I.  King,  in  his  study  of 
"The  Wealth  and  Income  of  the  Peo- 
ple of  the  United  States,"  attempts  an 
analysis  of  the  distribution  of  the 
national  income  among  the  factors  of 
production.  Because  of  the  antici- 
pated gains  from  a  rise  in  land  value  he 
capitalizes  rent  at  the  rather  low  rate 
of  four  per  cent.  On  the  basis  of 
figures  for  1910  he  estimates  rent  at 
$2,678,000,000.  Capitalized  at  his 
rate,  the  value  of  our  natural  resources 
for    1910   was   $66,847,500,000.    The 


Ralston-Nolan  Bill  proposes  a  tax 
of  one  per  cent  on  land  values.  This 
would  yield  annually  in  the  above 
figures  a  little  over  half  a  billion  dollars. 
Land  values  have  increased  since  1910 
but  the  estimated  yield  of  one  billion 
dollars  on  the  part  of  the  advocates 
of  this  bill  seems  excessive.  It  repre- 
sents, moreover,  the  invasion  of  a  new 
field  by  federal  taxation.  The  general 
property  tax  in  this  country  is  usually 
regarded  as  within  the  sphere  of  the 
local  governments  of  the  individual 
states.  It  required  a  special  amend- 
ment to  our  federal  constitution  to 
give  Congress  the  power  "to  lay  and 
Qollect  taxes  on  incomes  from  whatever 
source  derived  without  apportionment 
among  the  several  states  and  without 
regard  to  any  census  or  enumeration." 

Disregarding  the  constitutionality  of 
the  law,  from  an  economic  point  of  view 
the  differentiation  between  land  itself 
and  the  improvements  upM>n  it  is  very 
important.  Unimproved  land  includ- 
ing all  natural  resources  is  a  distinct 
element  in  production  from  the  im- 
provements upon  land  which  are  the 
result  of  labor  and  represent  a  third 
element,  namely,  capital. 

This  theoretical  distinction  is  beset 
with  certain  practical  difficulties.  Im- 
provements upon  land  are  of  such  a 
permanent  nature  that  they  tend  to 
become  part  of  the  land.  Witness  the 
labor  expended  in  clearing  or  draining 
a  piece  of  land  for  farming.  Shall  we 
say  that  a  stream  is  a  natural  resource 
but  that  an  irrigation  ditch  of  the 
same  size  is  capital?  How  can  fertili- 
zer be  classified?  The  practical  diffi- 
culties of  differentiating  between  land 
itself  and  the  improvements  upon  it 
are  very  great.  City  real  estate  as- 
sessors find  it  difficult  to  apportion 
the  value  of  a  building  between  the 
value  of  the  building  itself  and  the  site 
or  land  value. 

It  would  seem  that  the  small  farmer 
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would  have  little  to  fear.  The  advo- 
cates of  the  Ralston-Nolan  Bill  esti- 
mate that  ninety  per  cent  of  the 
fanners  of  the  country  would  be  un- 
touched. The  measure  is  designed  to 
hit  at  large  holdings  of  our  natural 
resources  which  are  frequently  alleged 
to  be  under  monopolistic  control.  It 
seeks  to  prevent  speculation  in  land 
values.  The  bill  makes  no  distinction 
between  idle  land  and  that  in  use. 
Indeed,  one  of  its  avowed  objects  is  to 
tax  idle  natural  resources  and  produc- 
tive land  held  out  of  cultivation  and 
thus  to  force  it  into  use.  Such  a  tax 
would  also  discourage  large  holdings  in 
favor  of  the  smaller.  Such  forms  oi 
taxation  are  not  new  to  the  American 
farmer,  nor,  as  is  frequently  alleged,  is 
he  as  hostile  to  such  proposab.  The 
Farmers'  National  Congress  at  its 
annual  convention  in  Indianapolis  in 
October  of  1916  adopted  the  following: 

Resolved  that  this  Congress  view  with 
alarm  the  increase  in  farm  tenancy,  recom- 
mends that  the  several  states  adc^t  a 
gradual  land  tax  adapted  to  their  peculiar 
conditions  in  wder  to  promote  more  and 
better  farm  homes,  farm  citizenship  and 
country  life  in  general. 

The  National  Grange  at  its  annual 
convention  in  Washington  endorsed 
the  so-called  Crosser  Bill,  introduced 
before  a  former  session  of  Congress 
with  somewhat  similar  aims.  The 
Farmers'  Non-Partisan  League  of 
North  Dakota,  which  elected  a  single- 
tax  governor,  had  a  land  value  tax 
in  its  platform. 

There  are  certain  elementary  econom- 
ic principles  contained  in  the  Ralston- 
Nolan  Bill  which  require  examination. 
In  the  first  place  a  tax  on  land  values  is 
a  direct  tax.  A  tax  upon  economic 
rent  can  not  be  shift^.  It  is  the 
opinion  of  most  economists  that  such 
a  tax  can  not  be  passed  on  to  the 
tenant,  nor  can  its  final  burden  rest 


upon  the  consumer  in  the  form  of 
higher  food  prices.  Rent  in  its  eco- 
nomic sense  is  due  to  the  superior  pro- 
ductivity or  location  of  various  pieces 
of  land.  If  one  acre  of  ground  equally 
accessible  to  markets  will  produce  with 
the  same  amount  of  labor  and  capital 
an  average  yield  of  ten  dollars'  worth 
more  of  potatoes  than  another  acre  of 
land,  it  will  yield  ten  dollars  more  in 
rent  to  its  owner.  If  the  rents  paid 
for  diflPerent  pieces  of  land  afford  an 
accurate  measure  of  their  varying 
degrees  of  productivity,  the  tenant  is 
already  paying  what  the  land  is  worth. 
He  can  not  and  will  not  pay  more  rent 
because  of  the  new  tax,  provided  there 
is  no  change  in  the  value  of  his  land 
due  to  other  economic  conditions.  A 
general  attempt  to  shift  the  tax  in  the 
form  of  higher  rents  will  bring  poorer 
sites  and  uncultivated  land  into  opera- 
tion. They  tend  to  fix  prices  of  com- 
modities, for  rent  due  to  superior 
qualities  of  certain  pieces  of  land  is  in 
the  nature  of  a  surplus  going  to  the 
fortimate  owners.  Unless  there  is 
some  other  economic  cause  a  tax  upon 
land  values  can  not  be  shifted  by  the 
owner  to  the  renter  or  to  the  consumer 
in  the  form  of  higher  food  prices. 

If  a  tax  upon  land  values  is  perma- 
nent it  can  not  be  shifted  to  the  next 
purchaser,  because  he  will  discount  the 
value  of  the  property  by  the  value  of 
the  tax.  Suppose  a  piece  of  farm  land 
to  be  yielding  a  rent  of  $6,000.  Capi- 
talized at  six  per  cent,  its  value  would 
be  $100,000.  If  a  one  per  cent  tax 
is  placed  upon  it,  this  woidd  amount  to 
$1,000  a  year.  The  rent  must  remain 
$6,000,  for  we  have  attempted  to  show 
that  a  tax  on  land  value  can  not  raise 
rent.  The  yearly  income  from  this 
piece  of  land  is  now  only  $5,000  ($6,000 
rent  minus  $1,000  tax).  Capitaliz- 
ing his  now  diminished  income  of 
$5,000  at  the  same  rate  of  six  per  cent, 
the  investment  value  of  the  same  farm 
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is  but  $8,888.83.  No  future  buyer 
wiU  pay  more  tkan  that  sum  because 
of  the  new  tax.  By  becoming  a  silent 
partner  to  the  extent  of  one  per  cent 
in  all  the  future  earnings  of  the  given 
piece  of  land,  the  government  at  one 
stroke  has  taken  $16,666.6^  from  its 
investment  value^ 

It  may  be  asked  if  this  does  not 
amoimt  to  something  like  confiscation. 
The  answer  depends  upon  one's  theory 
of  taxation.  Of  these  theories  there 
are  many,  as  for  example  the  ability 
to  pay  theory,  of  which  the  income  tax 
is  supposed  to  be  an  illustration. 
Another  is  the  benefit  theory  by  which 
an  individual  should  contribute  in 
propM>rtion  to  the  benefits  he  receives. 
Again,  the  taxes  might  be  based  upon 
special  privileges.  Is  the  ownership  of 
land  and  other  natural  resources  a 
special  privilege?  Sidgle-taxers  re- 
affirm that ''  the  earth  is  the  Lord's  and 
the  fulness  thereof."  They  lament  the 
appropriation  of  large  tracts  of  land 
and  the  seizure  of  especially  valuable 
natural  resource  by  private  individuals. 
The  owners  should  at  least  contribute 
in  taxes  in  proportion  to  their  owner- 
ship of  natural  resources,  such  as  land» 
which  rightfully  belong  to  society  in 
general.  Thus  a  tax  upon  land  values 
is  defended  by  the  so-called  special 
privilege  theory  of  taxation.  Whether 
just  or  unjust,  however,  society  has 
given  its  assent  for  centuries  to  the 
private  ownership  of  land.  An  individ- 
ual with  $100,000  invested  in  a  piece  of 
unimproved  land  would  find  $16,666.66 
sliced  oflp  the  value  of  his  investment 
by  such  a  tax  on  land  values  as  the 
proposed  Ralston-Nolan  Bill.  A  simi- 
lar sum  invested  in  buildings  would 
not  be  so  much  affected  by  that  law. 

It  must  be  remembered,  however, 
that  there  are  other  laws  which  have 
precisely  the  same  effect  upon  the 
value  of  securities.  The  income  tax 
has   sliced   similarly   the   investment 


values  of  stocks  and  bonds  to  many 
individuals.  To  some  owners  the  sur- 
taxes, by  taking  a  greater  proportion  of 
their  income,  have  reduced  the  invest- 
ment value  of  their  securities  to  a  far 
greater  extent.  Professor  Seligman 
in  his  "Essays  upon  Taxation,"  written 
some  years  ago,  was  inclined  to  agree 
to  the  oft-quoted  statement  that  the 
farmer  was  taxed  more  heavily  in 
proportion  to  his  ability  to  pay  than 
most  other  classes.  It  is  doubtful 
whether  this  is  still  true.  The  war  has 
brought  a  flood  of  new  taxes,  resting 
more  heavily  upon  other  factors  in 
production  than  upon  land.  Thus, 
the  excess  profits  tax,  if  it  is  to  be 
permanent  and  not  merely  for  the 
period  of  war-inflated  prices  and  prof- 
its, will  represent  a  new  burden,  just 
or  unjust,  upon  business  enterprise. 
To  prove  quantitatively  that  the 
owners  of  natural  resources  are  now 
less  heavily  taxed  than  formerly  in 
comparison  with  owners  of  other  forms 
of  wealth  would  reopen  the  whole 
problem  of  the  incidence  of  taxation. 

The  proof  is  made  more  difficult  by 
the  overlapping  of  taxes  as  in  the  case 
of  the  income  and  the  excess  profits 
tax.  Theoretically,  the  base  of  the 
income  tax  is  income  and  the  base  of 
the  general  property  tax  is  wealth,  but 
naturally  income  arises  from  wealth. 
The  problem  is  still  further  complicated 
by  the  fact  that  current  taxes  are  based 
upon  not  only  economic  wealth,  but 
upon  certificates  of  ownership  or  prop- 
erty rights,  e.  ^.,  bonds,  mortgages, 
etc.  Such  a  solution  is  made  more 
difficult  by  the  overlapping  of  federal 
and  state  taxation.  Many  individual 
states  have  income  taxes.  The  general 
property  taxes  differ  in  the  forty-eight 
states.  The  base  is  both  real  and 
personal  property,  but  the  frequent 
evasion  of  the  tax  upon  personal 
property  represents  another  difficulty. 

The  SiaiiHics  of  Income  compiled 
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from  the  returns  for  1918  under  the 
direction  of  the  Commissioner  of 
Internal  Revenue  show  the  following 
sources  of  income  from  personal  re- 
turns. They  may  be  divided  into 
two  groups — ^personal  service  and  prop- ' 
erty,  roughly  representing  the  dis- 
tinction between  service  and  funded 
incomes.  The  amount  of  income  taxa- 
ble in  the  first  group  was  $12,897,846,- 
872  or  73  per  cent  of  the  total  and  that 
in  the  second  was  only  $4,847,914,601 
or  27  per  cent.  The  conclusion  that 
funded  income  is  paying  but  a  small 
share  must  not  be  arrived  at  too 
hastily,  for  there  are  many  things  to 
be  considered  as,  for  illustration,  the 
element  of  progression.  The  surtaxes 
rest  especially  upon  those  receiving 
property  incomes.  The  taxable  prop- 
erty income  is  divided  into  three 
divisions  as  follows:  Rents  and  royal- 
ties $975,679,666  or  5  per  cent  of  the 
total,  interest  on  bonds  and  notes 
$1,403,485,691  or  eight  per  cent  and 
dividends  $2,468,749,244  or  fourteen 
per  cent  of  the  total.  As  indicated  in 
the  last  paragraph  there  are  many  facts 
which  make  us  hesitate  at  the  tempt- 
ing generalization  that  the  owners  of 
natural  resources  are  no  longer  taxed 
as  heavily  in  proportion  as  the  owners 
of  other  forms  of  economic  wealth  and 
paper  certificates  of  wealth. 

The  Ralston-Nolan  Bill  proposes  to 
tax  all  unimproved  land  values  whether 
agricultural  or  not.  Our  same  line 
of  economic  reasoning  applies  to  coal 
and  mineral  land  as  well  as  to  farm 
land.  It  b  the  same  principle  of  eco- 
nomic rent — ^the  superior  values  of  dif- 
ferent pieces  of  land  whether  useful  in 
producing  potatoes  or  coal. 

In  general,  such  a  tax  can  not  be 
shifted.  Suppose,  however,  a  monop- 
oly exists.  Can  not  the  consumer  be 
made  to  pay  a  higher  price  for  the 
product?  A  monopoly  presumes  such 
a  control  over  supply  as  to  permit 


price-fixing.  A  monopoly  fixes  its 
price  at  that  point  where  the  profit 
is  greatest.  This  is  frequently  but  not 
necessarily  a  high  price.  Experience 
may  have  shown  that  a  higher  price 
means  fewer  sales  and  that  higher 
profits  may  come  with  more  sales  at 
lower  prices.  If  monopoly  exists,  a 
monopoly  price  should  be  already  fixed 
at  that  point  at  which  the  profit  is  the 
greatest.  If  such  is  the  case  it  will  be 
a  loss  to  the  monopoly  to  try  to  raise 
the  price,  for  the  sales  will  be  decreased 
and  profits  will  fall  off. 

Hence,  such  a  tax  upM>n  monopoly 
profits  can  not  be  shifted.  Moreover  a 
tax  upon  land  values  would  tend  to 
make  it  unprofitable  to  keep  productive 
land  idle.  By  bringing  it  into  use 
monopoly  control  might  even  be 
broken.  An  increased  supply  of  prod- 
ucts resulting  from  the  use  of  hitherto 
uncultivated  land  would  tend  to  bring 
down  the  prices  of  the  products. 

The  English  economist,  Mr.  J.  A. 
Hobson,  in  his  recent  book,  TaxaHon 
in  the  New  StatCy  has  recast  the  whole 
philosophy  of  taxation.  He  tries  to 
analyze  more  closely  the  so-called 
ability  to  pay.  Mr.  Hobson  would 
draw  a  line  between  costs  of  production, 
which  are  incapable  of  bearing  taxation 
and  surplus  wealth,  out  of  which  all 
taxes  must  eventually  come.  Under 
"surplus"  wealth  he  would  include 
among  other  things  excessive  or  mo- 
nopoly profits,  inherited  wealth  and 
economic  rent,  which  we  have  seen  is 
based  upon  unimproved  land  values. 
A  tax  which  bears  upon  cost  of  produc- 
tion is  either  inmiediately  shifted  or 
else  curtails  production,  raises  prices 
and  is  finally  shifted.  Many  of  our 
war  taxes  which  bore  upon  industry 
hit  the  cost  of  production  and  hence 
were  shifted.  The  final  burden  was 
frequently  hard  to  trace  in  its  devious 
course,  but  it  sometimes  gathered  in 
size  like  the  proverbial  snowball.    A 
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tax  upon  commodities  is  the  classic 
illustration  of  an  indirect  tax  shifted 
to  consumers.  During  the  war  every- 
thing in  sight  was  taxed  from  silk 
shirts  to  spectacles. 

Part  of  agitation  today  over  revision 
of  taxes  is  due  to  the  failure  to  study 
the  location  of  the  final  burden  of  the 
various  taxes  imposed.  The  principle 
of  taxation  during  the  war  was  that 
of  the  drunken  Irishman  at  the  country 
fair — "Every  time  you  see  a  head> 
hit  it.**  The  only  defense  of  such  a 
system  is  that  money  was  raised  in  a 
quick  way  to  help  win  the  war.  Now 
that  the  conflict  is  over  it  is  surely 
time,  to  paraphrase  the  words  of  the 
walrus,  to  stop  talking  in  incoherent 
terms  of  "'ships  and  shoes  and  sealing 
wax,  of  cabbages  and  kings."    The 


entire  theory  of  taxation  must  be 
reviewed  and  some  guiding  principles 
adopted.  Thus  a  tax  must  be  propor- 
tionate to  one's  ability  to  pay  and  we 
must  know  where  the  final  burden 
rests  if  we  expect  to  escape  the  perni- 
cious shifting  of  taxes. 

The  Ralston-Nolan  Bill  will  place  its 
burden  upon  the  large  holders  of  land 
and  natural  resources.  It  will  be 
unfair  if  it  taxes  one  form  of  wealth, 
namely  land  values,  out  of  proportion 
to  other  forms  of  wealth  equally  ca- 
pable of  bearing  taxation.  The  social 
effects  will  be  beneficial  in  so  far  as 
speculation  in  land  is  discouraged  and 
idle  land  is  brought  under  cultivation. 
It  may  tap  monopoly  profits,  but  it  is 
sure  in  any  case  to  raise  an  enormous 
revenue  to  help  defray  our  war  debts. 
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THE  Secretary  of  the  Treasury  has 
informed  Congress  that  this  coun- 
try's revenue  needs  are  now  about  four 
times  as  great  as  they  were  in  pre-war 
times.  Four  billion  dollars  will  be 
needed  each  year  for  several  years  to 
come.  Probably  less  than  twenty  per 
cent  of  this  amoimt  can  be  economic- 
ally collected  as  customs  duties,  and 
internal  taxation  must  be  relied  on  to 
produce  the  remainder. 

But,  unfortunately,  the  two  main 
sources,  during  war  times,  of  internal 
revenues,  excess  profits  and  income 
taxes,  are  declining  in  importance.  It 
is  this  awkward  situation  which  has 
brought  a  discussion  of  the  sales-tax 
principle  to  the  forefront  in  this  coun- 
try during  the  last  six  months.  Some 
productive,  untapped  reservoir  of  reve- 

14 


nue  must  be  discovered  without  delay. 
This  monograph  is  being  written  on 
the  eve  of  the  change  in  the  national 
administration.  For  a  proper  appre- 
ciation'of  the  trend  of  events  in  the 
immediate  past,  affecting  the  subject 
matter  of  this  discussion,  a  review 
thereof  is  made  as  follows: 

Tax  Revision  Program  op  the  Sec- 
retary OF  THE  Treasury 

In  his  last  annual  report  and  in 
statements  made  to  the  Ways  and 
Means  Comniittee  and  in  articles  pub- 
lished in  leading  magazines  and  news- 
papers. Secretary  Houston  and  his 
official  spokesmen  and  tax  advisers 
have  made  recommendations  to  the 
following  effect: 

(a)  That  the  rates  of  the  surtaxes  on 
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the  higher  incomes  be  reduced  and  the 
rates  on  the  lower  ones  be  increased. 

(b)  That  the  excess  profits  tax  be 
repealed. 

(c)  That  certain  consumption  taxes, 
whidi  have  proved  to  be  uncollectible, 
be  repealed  and  that  a  new  set  of 
consumption  taxes,  also  at  high  rates 
and  equally  discriminatory,  be  imposed 
on  still  other  commodities. 

The  reaction  to  these  recommenda- 
tions was  immediate.  On  the  floor  of 
the  House  the  leaders  of  both  political 
parties  opposed  the  Secretary's  recom- 
mendations, and  Chairman  Fordney  of 
the  Ways  and  Means  Committee  ex- 
pressed the  opinion  that  the  income  tax 
returns  were  "now  really  a  Chinese 
puzzle."  Even  ex-Secretary  McAdoo 
— during  whose  r^^e  the  present  in- 
come taxes  were  enacted — ^is  quoted  in 
an  interview  of  the  New  York  Times 
as  follows: 

I  am  opposed  to  increased  taxes  on  mod- 
erate incomes.  Already  these  incomes  are 
bearing  a  larger  proportion  of  taxation  than 
is  justified.  A  radical  revision  of  the  war 
income  taxes  is  essential  to  the  prosperity 
of  the  country,  and  in  that  revision  the 
moderate  income  taxpayer  must  have  his 
burdens  reduced  instead  of  increased. 

A  national  referendum  vote  con- 
ducted by  the  United  States  Chamber 
of  Commerce  has  just  been  maHe  pub- 
lic and  shows  that  a  majority  voted 
against  any  increase  in  income  taxes. 

Excess  Profits  and   Income  Tax 
Tangles 

It  appears  from  an  official  state- 
ment by  Treasmy  officials  made  in 
February,  19^1,  that  the  income  tax 
returns  for  1919  and  1920  were  practi- 
cally untouched  in  the  final  audit  and 
that  taxes  amounting  to  over  one  bil- 
lion dollars  remained,  therefore,  un- 
collected. 

Referring  to  a  hearing  held  by  the 


Wa3rs  and  Means  Committee  on  De- 
cember 14,  one  newspaper  says: 

Methods  of  rabing  sufficient  revenues 
to  offset  losses  through  the  prospective 
repeal  of  the  excess  profits  tax  were  con- 
sidered today  by  the  House  Ways  and 
Means  Conmiittee,  as  thesecond  stqp  toward 
tax  revision. 

The  day's  hearings  brought  from  the 
Treasury  an  estimate  that  ^^rnore  than  a 
billion  dollars**  were  outstanding  in  un- 
collected taxes,  most  of  which,  the  Treas- 
ury spokesman  said,  was  traceable  to  in- 
ability to  audit  thousands  of  corporation 
returns.  He  said  the  revenue  bureau  had 
not  yet  certified  the  work  of  auditing  re- 
turns for  the  year  1917  because  of  the  gigan- 
tic administrative  burden  of  tax  coUection. 

Another  newspaper  reported  the 
Ways  and  Means  Committee  hearing 
as  follows: 

Because  of  the  complex  nature  of  present 
revenue  laws.  Dr.  Adams,  of  the  Treasury 
staff,  said  the  mtemal  revenue  bureau  has 
been  unable  to  complete  the  checking  up  of 
tax  returns  for  1917.  He  saw  no  immedi- 
ate hope  of  making  the  audit  current  with 
the  tax  returns  filed. 

The  task  of  auditing  the  tax  returns  and 
of  tracing  evasion  and  other  causes  of  fail- 
ure to  pay  all  taxes  due.  Dr.  Adams  said» 
has  become  so  stupendous  that  the  internal 
revenue  bureau  sees  no  way  out.  Dr. 
Adams  urged  the  committee  to  simplify  the 
tax  laws  for  two  reasons:  first,  because 
such  simplification  would  insure  a  greater 
and  more  thorough  collection,  and,  second, 
because  it  would  make  the  administrative 
work  easier  and  more  efficient. 

Referring  to  the  complexity  in  the 
present  tax  laws  and  the  urgent  need 
for  simplification.  Secretary  Houston 
said  in  his  last  annual  report: 

Complexity  in  tax  laws  violates  the  most 
fundamental  canon  of  taxation — that  the 
liability  shall  be  certain  and  definite  .  .  • 
At  present  the  taxpayer  never  knows  when 
he  is  through. 

Mr.  Otto  H.  Kahn  of  Kahn,  Loeb 
and  Company,  gives  some  very  prac- 
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tical  and  pertinent  advice  in  this  con- 
nection, which  was  published  very 
widely  during  last  October.    He  says: 

One  of  the  essentials  of  wise  taxation  is 
simplicity  of  method.  Nothing  tends  more 
to  create  a  sullen  animosity  against  fiscal 
measmes,  nothing  is  more  apt  to  cause  a 
man  to  feel  justified  in  his  own  conscience 
to  give  himself  the  benefit  of  any  doubt  or 
technical  loophole,  than  to  be  compelled, 
in  addition  to  paying  heavy  taxes,  to  sit 
down  and  grapple  with  complicated  tax 
forms  and  intricate  schedules  or  to  spend 
money  for  the  employment  of  lawyers  and 
accountants  to  tell  him  what  he  has  to  pay. 

Resident  American  merchants  living 
abroad  in  Europe,  Asia  and  South 
America,  find  it  hard  to  believe  that 
the  income  tax  provisions  of  this  coun- 
try have  been  properly  interpreted. 
They  are  coming  here  to  see  about  it. 
Representatives  from  the  Philippines 
have  already  arrived  in  this  country. 
The  following  quotation  is  from  a  news 
item  in  a  daily  published  in  Washing- 
ton: 

American  business  men  from  thirty-five 
foreign  countries  have  been  invited  by  the 
National  Foreign  Trade  Council  to  present, 
during  the  eighth  national  foreign  trade 
convention,  their  views  on  the  taxation  of 
American  citizens  living  abroad.  This 
important  meeting  will  be  held  in  Cleve- 
land, Ohio,  May  4-5-^7, 1921. 

Serious  efforts  are  already  being  made  by 
the  American  Chamber  of  Commerce  of 
Rio,  Buenos  Ayres,  Mexico  City,  Shanghai, 
London,  Sao  Paido  and  Barcelona  to 
obtain  from  Congress  the  elimination  of 
American  taxes  now  levied  on  the  income 
received  by  Americans  Uving  abroad  and 
derived  from  foreign  sources. 

This  taxation  has  put  American  foreign 
traders  at  a  great  disadvantage  in  compe- 
tition with  their  foreign  rivals,  who  pay  no 
taxes  to  their  home  governments  on  in- 
come derived  from  foreign  sources. 

In  the  Philippines,  for  instance,  an 
American  conducting  a  business  in  the  city 
of  Manila  and  realizing  a  net  profit  <rf 


$50,000  therefrom,  pays  a  combined  Philip- 
pine and  United  States  income  tax  of 
99,190.  A  Filipmo,  Britisher,  Spaniard, 
Chinaman,  Japanese  or  citizen  of  any 
country  except  the  United  States,  conduct- 
ing a  like  business  and  earning  a  like  profit, 
pays  only  the  Philippine  tax  which  amounts 
to  92,535.  In  other  words,  the  American 
merchant  would  have  to  pay  $6,655  more 
than  his  foreign  competitors.  Should  the 
net  income  be  $100,000,  then  the  margin 
against  the  American  merchant  is  $24,205. 
It  is  evident  that  to  the  extent  of  his 
advantage  in  income  tax,  the  foreigner  can 
undersell  and  overbid  the  American,  or  can 
use  the  amount  in  advertising  or  in  other- 
wise pushing  his  wares. 

The  Business  Men's  National  Tax 
Committee  of  New  York  City  has 
printed  for  circulation  a  statement  by 
Mr.  Martin  R.  Bourne,  Vice  President 
of  the  Manila  Trading  and  Supply 
Company.  The  following  are  excerpts 
from  Mr.  Bourne's  statement: 

I  know  something  about  American  taxes 
because  Americans  in  the  Philippines  have 
their  own  federal  tax  troubles  and  are  just 
now  in  an  even  worse  situation  than  their 
f  dlow  citizens  here.  The  surtaxes  on  their 
business  profits  can  not  be  passed  to  the 
consumer,  as  is  done  here,  because  our  non- 
American  competitors  not  being  subject  to 
the  tax  make  it  impossible.  American  citi- 
zenship comes  very  high  in  the  Orient  where 
our  competitors,  brown  and  white,  pay  no 
income  tax.  •  .  .  We  are  hoping  that  the 
next  Congress  will  not  only  give  us  relief 
from  future  American  taxes,  but  return  us 
what  it  has  taken  so  unjustly  and  we  need 
so  greatly  to  protect  our  competitive  posi- 
tion in  the  Orient.  •  •  •  I  think  we  should 
all  pay  on  our  incomes  from  secure  invests 
mentB,  and  I  like  the  idea  of  limiting  the 
surtaxes  to  an  amount  based  on  a  secure 
six  per  cent  return  from  the  tax  payer's 
capital.  .  •  .  Such  an  income  tax,  supple- 
mented by  a  sales  tax  such  as  we  have  in 
the  Philippines,  shoidd  give  Unde  Sam 
more  money  than  he  can  spend  wisely.  In 
fact,  in  the  long  run,  it  will  give  him  all 
the  money  he  can  get,  because  it  is  very 
evident  that  what  he  is  trying  to  get  now  is 
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rapidly  destroying  the  source  from  whidi 
it  is  sought. 

At  a  hearing  before  the  Ways  and 
Means  Committee,  on  December  13, 
the  spokesman  for  the  Secretary  of 
the  Treasury  said  that  the  excess  prof- 
its was  fast  reaching  a  point  where  its 
yield  would  be  reduced  greatly.  He 
is  quoted  in  the  press  as  stating: 

Unless  the  administrative  burden  of  the 
excess  profits  is  reduced  the  administrative 
machinery  will  break  down. 

Referring  to  the  income  tax  this 
spokesman  told  the  Conmiittee  that 
the  present  rates  on  high  incomes  were 
**  merciless,"  and  said  they  must  be 
made  "'reasonable,  moderate  and  bear- 
able,'' and  that  ''as  a  friend  of  the  in- 
come tax  I  say  we  must  reduce  it  or  it 
is  going  to  go.  I  have  always  been  res- 
olutely opposed  to  the  high  rates  which 
are  certain  to  break  the  back  of  the 
income  and  surtaxes.'' 

In  the  course  of  a  recent  address, 
former  Commissioner  of  Internal  Reve- 
nue Roper  said: 

It  seems  that  the  excess  profits  tax  must 
go.  It  is  now  practically  without  friends. 
It  is  inequitable  and  complicated.  Further- 
more, Congress  will  soon  discover  that  it 
will  no  longer  yield  the  revenue  which  it 
was  designed  to  produce. 

It  was  during  Mr.  Roper's  regime  as 
CoDunissioner  of  Internal  Revenue 
under  former  Secretary  of  the  Treasury 
McAdoo  that  the  excess  profits  tax 
was  enacted.  Surely  Mr.  Roper  should 
know  its  faults. 

A  former  counsel  for  the  Collector  of 
Internal  Revenue  in  New  York  City 
said  at  a  recent  conference  of  the  State 
Bankers  Association  at  the  University 
of^Iowa: 

In  addition  to  being  beset  with  bamades 
of  the  past  and  burdened  with  the  responsi- 
bility for  the  enforcement  of  reform  meas- 
ures, the  bureau  (of  internal  revenue)  has 


had  to  administer,  in  the  excess  profits  tax, 
the  most  complicated  tax  ever  devised  1^ 
the  brain  of  man. 

Chairman  Good  of  the  House  Com- 
mittee on  Appropriations  is  quoted  in 
the  daily  press  a  few  days  ago  as  saying; 

Unquestionably  the  excess  profits  tax  is 
in  a  large  measure  passed  on  to  the  con- 
sumer and  is  one  of  the  elements  that  have 
tended  to  keep  living  costs  excessively 
high. 

Returns  from  a  nation-wide  referen- 
dum, conducted  by  the  United  States 
Chamber  of  Conmierce  have  just  been 
received.  It  appears  that  a  practically 
unanimous  demand  is  made  by  the 
chamber's  membership  for  the  repeal 
of  the  excess  profits  tax.  A  statement 
issued  by  the  chamber  says: 

The  vote  makes  it  dear  that  business  men 
are  imited  in  their  view  that  the  excess 
profits  tax  hampers  business  operations  and 
retards  the  progress  of  readjustment. 

On  December  27,  Secretary  Houston 
is  quoted  by  the  daily  press  as  having 
stated  at  a  hearing  before  the  Senate 
Finance  Committee: 

The  excess  profits  tax  should  be  replaced, 
primarily  beoiuse  it  is  losing  its  produc- 
tivity, and  promises  in  the  near  future  to 
become  a  statute  of  exemptions  rather  than 
an  effective  tax.  Moreover,  the  tax  is  so 
complicated  that  it  imposes  upon  both 
taxpayers  and  administrative  authorities 
buidens  too  difficult  to  be  permanently 
carried. 

Mr.  Otto  H.  Kahn  clears  away  some 
popular  misunderstandings  as  to  the 
operations  and  final  incidence  of  the 
excess  profits  tax  in  the  following 
excerpts  from  an  article  published  un- 
der his  name  last  October: 

The  excess  profits  tax  has  tended  further- 
more to  increase  actual  cost  of  production, 
inasmuch  as  costs  naturally  are  deducted 
before  taxable  profits  are  arrived  at,  and, 
therefore,  under  the  operation  of  the  < 
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im>fit  tax  there  is  not  the  tiune  inducemmt 
as  under  normal  circumstances  to  keep  cost 
down  as  much  as  possible,  but  in  fact 
rather  the  reverse.  It  is  a  fact  well  known 
to  those  familiar  with  business  practices 
that  there  has  been  gross  wastefulness  in 
certain  lines  of  expenditures  since  the  excess 
profit  tax  went  into  effect  and  as  a  direct 
consequence  of  it. 

The  conditions  I  have  sketched  lead  in- 
evitably to  the  conclusion  that  a  contin- 
uance of  the  present  system  of  taxation  will 
not  yield  sufficient  revenue  for  the  needs 
of  the  Government.  Not  only  is  the  excess 
profits  tax  so  complicated  and  so  open  to 
different  constructions  that  taxpayers  can 
scarcely  be  blamed  for  giving  themselves 
the  benefit  of  the  doubt  and  making  their 
initial  tax  payments  often  less  than  they 
should  be»  but,  because  of  the  delay  in 
auditing  their  returns,  a  delay  forever 
growing  longer,  much  of  the  tax  that  is 
actually  due  for  any  year  can  not  be  dis- 
covered and  collected  until  years  after. 

And  in  order  not  to  leave  his  good 
work  half  finished,  Mr.  Kahn,  in  the 
following  words,  completely  exposes  a 
certain  widespread  f aUacy  to  the  effect 
that  the  higher  income  surtaxes  and 
the  excess  profits  tax  favor  the  poor 
man  by  taxing  his  rich  neighbor: 

By  taking  a  little  thought  a  millionaire 
may  today  pay  less  tax  than  the  man  who 
earns  $5,000  or  910,000  a  year  by  the  sweat 
of  his  brow.  So  I  say  the  country  can  not 
prosper,  it  can  scarcely  live,  under  such 
conditions.    •    •    . 

Even  those  of  us  who  might  like  to  see 
the  rich  pay  all  the  taxes  must  admit  that 
the  present  system  does  not  achieve  their 
ends.  Let  no  one  delude  himself  with  the 
notion  that  because  the  present  tax  laws 
i4>pear  to  tax  large  incomes  the  rich  are  in 
the  final  analysis  paying  the  taxes.    .    .    . 

To  those  who  take  the  view  that  criticism 
of  our  existing  surtax  schedide  is  neces- 
sarily the  "squeal"  of  a  rich  man,  I  would 
point  out  that  the  rich  man,  considered 
merely  as  such,  has  little  to  squeal  about 
on  th^  score  of  the  income  tax,  for  all  he 
needs  to  do  is  to  invest  his  available  capital 
in  tax-exempt  securities — bonds  of  States 


and  their  subdivisions,  of  which  vast, 
amounts  are  offered  for  his  choice,  and 
then  all  income  or  excess  profit  taxation 
ceases  to  trouble  him.  By  so  doing  he  may 
obtain  a  considerably  greater  yield  than 
he  coidd  hope  for  by  investing  his  money 
in  taxable  securities  or  in  his  business, 
subject  to  the  present  scale  of  surtaxes. 

No  one  will  dispute  the  validity  of 
the  testimony  as  to  the  defects  discov- 
ered by  Secretary  Houston  and  former 
Commissioner  Roper  in  the  provisions 
and  operation  of  the  excess  profits  tax 
law;  all  will  acc^t  their  criticism  as 
being  the  evidence  of  experts.  And 
equal  credence  will  for  the  same  reason 
be  given  to  Mr.  Kahn's  testimony 
regarding  the  manner  in  which  the 
law  allows  the  rich  man  to  spend  or 
save  his  income  and  profits. 

Tax-Complexity  Experts 

The  army  of  "tax  experts,"  "income 
specialists,"  "tax  trained  accountants 
and  auditors,"  etc.,  which  during  the 
last  few  years  has  invaded  this  coun- 
try from  coast  to  coast,  are  the  legiti- 
mate offspring  of  the  complexities, 
ambiguities  and  actual  contradictions 
of  the  provisions  of  the  excess  profits 
and  income  tax  laws,  and  of  the  rulings, 
interpretations  and  regulations  admin- 
istratively provided  for  the  enforce- 
ment of  the  said  laws. 

The  fees  charged  by  these  tax-com- 
plexity experts  are  by  no  means  mod- 
est. Were  the  provisions  of  the  tax 
laws  simple  and  understandable,  this 
new  profession  would  not  be  so  popular 
as  a  vocation.  Therefore,  as  a  direct 
result  of  the  law's  complexity,  tax 
payers  are  forced  to  pay  these  tax- 
complexity  experts  substantial  sums 
which  are  in  the  nature  of  tax  sur* 
charges  but  which  never  reach  the 
Treasury  vaults. 

The  spokesman  for  the  Secretary  of 
the  Treasury  told  the  Ways  and  Means 
Conunittee  on  December  14,  that: 
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The  turnover  in  our  high  grade  tax  ex- 
perts is  enormous.  It  amounts  to  over  a 
hundred  per  cent  a  year.  .  .  .  Men  come 
in,  become  expert,  and  leave  for  private 
fields  where  they  make  much  more  money. 

On  January  18,  he  is  quoted  as  having 
stated  in  effect  to  a  group  of  bankers 
and  merchants  at  Cleveland  that  the 
taxes  must  be  simplified  or  better  sal- 
aries paid  to  the  government  tax  ex- 
perts in  order  to  prevent  their  quitting 
the  service  and  disrupting  the  tax 
administration.  Secretary  Houston 
told  the  Senate  Finance  Committee 
on  December  27  that  tax  experts  earn- 
ing annually  $5,000  salaries  in  the 
Bureau  of  Internal  Revenue  were  bid 
away  by  taxpayers  at  higher  salaries, 
in  some  cases  as  high  as  $100,000. 

Viewed  practically,  all  these  com- 
plications and  the  sinful  loss  of  time 
and  money  by  tax  collectors  and  tax- 
payers seem  unnecessary.  Had  simple* 
understandable  laws  been  enacted  in 
the  first  place,  the  taxpayers  would 
not  now  be  forced  to  pay  surtaxes  into 
the  pockets  of  these  tax-complexity 
experts,  and  the  tax  administrators 
would  now  find  their  personnel  satis- 
fied as  to  compensation,  and  sufficient 
in,  number  to  keep  their  assessment, 
collection  and  audit  work  up  to  date. 

As  it  is,  the  audit  of  returns  is  from 
two  to  three  years  in  arrears,  and  be- 
tween one  and  two  billion  dollars  rep- 
resenting accrued  taxes,  remain  uncol- 
lected. What  portion  of  this  money 
will  never  be  collected?  Can  anyone 
doubt  that  a  substantial  portion  of 
this  total  is  due  by  concerns  that  have 
either  already  gone  out  of  business  or 
win  do  so  before  collection  day — follow- 
ing the  long  deferred  audits — comes 
aroimd?  In  what  frame  of  mind  will 
this  leave  the  men  who  have  paid  their 
taxes? 

Unquestionably  there  has  been  too 
much  striving,  in  theory,  after  abso- 
lutely equal  justice  to  each  and  all; 


too  mudi  diow  of  intellectual  dexter- 
ity as  the  cardinal  virtue  in  law 
making;  too  much  interweaving  and 
thread-tying;  and  also  too  little  regard 
for  the  familiar  advice  of  Adam  Smith 
that  "the  certainty  of  what  each  indi- 
vidual ought  to  pay  is  in  taxation  of  so 
great  importance  that  a  very  consid- 
able  degree  of  inequality  is  not  near  so 
great  an  evil  as  a  smaU  degree  of  un- 
certainty." 

Unitbd  States  Sales  Taxes 

Those  who  have  read  objections  by 
opponents  to  the  introduction  here  of 
a  flat  one  per  cent  tax  rate  on  all  sales 
(such  as  has  been  in  successful  operation 
inthePhilippines  for  over  sixteen  years) 
would  naturally  suppose  that  sales 
taxes  are  unknown  in  this  country. 
They  are,  however,  very  much  mis- 
taken. The  existing  internal  revenue 
law  of  this  coimtry  imposes  excise,  or 
luxury,  or  consumption  taxes,  as  they 
are  variously  called,  on  the  sale  of  a 
long  list  of  articles  beginning  with  ice 
cream  sodas,  continuing  with  carpets 
and  umbrellas  and  ending  with  neck- 
ties and  pajamas.  The  tax  rates  range 
in  amount  anywhere  from  8  per  cent 
ad  valorem  up.  In  addition,  there  is  a 
widely  assorted  list  of  specific  rates 
which  no  storekeeper  woidd  ever  live 
long  enough  to  memorize..  These  taxes 
are  frankly  discriminatory.  Certain 
articles  are  taxed  at  say  10  per  cent 
or  at  other  high  rates,  while  other 
articles  not  identical  but  similar  enou^ 
to  be  competitive  are  taxed  at  lower 
rates  or  are  not  taxed  at  aU.  These 
various  taxes  were  evidently  imposed 
in  a  hit-or-miss  sort  of  way,  as  no  con- 
sistent theory  in  their  application  is 
discernible. 

A  former  counsel  for  the  Collector 
of  Internal  Revenue  in  New  York  City 
said  recently  in  the  coiu*se  of  an  ad- 
dress before  the  Bankers  Association 
at  the  University  of  Iowa: 
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Aside  from  the  practical  difBculties  of 
administration  which  loom  large  in  my 
mind,  because  I  have  had  some  experience 
with  them,  the  existing  and  proposed  sales 
taxes  on  the  articles  enumerated  are  mon- 
strously unequal  and  inequitable. 

If  the  intention  of  the  framers  of 
the  regulations  for  enforcing  payment 
of  these  taxes  had  been  not  to  allow 
the  taxpayer  to  forget  them  they  cer- 
tainly succeeded  admirably,  because 
the  reminders  are  ubiquitous  and  om- 
nipresent. On  a  sultry  afternoon  a 
business  man  before  going  home  takes 
a  cooling  drink  at  a  soda  f  ountain,  and 
a  little  machine  passes  out  a  slip  with 
"Tax  1  cent"  on  it.  He  takes  his  wife 
to  the  movies  and  purchases  their  tick- 
ets according  to  the  ''tax  included" 
sign  above  the  teUer's  window.  They 
stop  at  the  drug  store  on  their  way 
home  and  the  druggist  attaches  a 
"tax  paid"  stamp  to  their  purchase. 
When  they  get  home  the  wife  reads  the 
advertisements  in  the  evening  paper 
and  finds  a  bargain.  She  reads  it 
aloud, — "Beaded  bags,  greatly  re- 
duced^—$11.95,  tax  additional." 

The  writer  saw  a  notice  on  10th 
Street,  in  Washington,  in  front  of  an 
old  style  house  stating  that  a  large 
collection  of  articles  formerly  belong- 
ing to  a  Civil  Wartime  president  were 
on  exhibition.  Beside  it  was  the  fol- 
lowing sign,  "Admittance  %1  cents. 
War  tax  3  cents— Total  30  cents." 
And  in  the  same  neighborhood  was  a 
milliner's  show  window  where,  amidst 
a  garden  of  hats  and  shirtwaists,  a  card 
informed  the  passers-by,  "Miss  So- 
and-So,  Income  Tax  Expert." 

It  is  some  of  these  arbitrary,  discrim- 
inatory consmnption  or  sales  taxes  on- 
certain  goods  that  the  Secretary  of  the 
Treasury  asks,  in  his  last  report,  that 
Congress  repeal  on  the  ground  that 
they  are  "ill-defined,  uncertain,  vexa- 
tious and  widely  evaded,"  and  that 
"such   evasion  cannot   be   stopped" 


without  incurring  e3q)enses  greater  than 
the  tax  collections  would  justify. 

Unf ortimately,  the  Secretary  advises 
simultaneously  the  imposition  of  other 
discriminatory  taxes,  also  at  stiff  rates, 
on  such  necessities  as  sugar  and  tea. 
It  is  not  to  be  expected  that  a  dealer 
in  tea  and  sugar  will  go  on  good- 
naturedly  paying  a  high  tax  on  his 
goods  while  his  neighbor  and  competi- 
tor, say  in  coffee  and  molasses,  across 
the  street,  pays  no  tax  at  all.  It  will 
not  work.  It  might  work  if  his  store, 
and  thousands  of  others  like  his,  could 
be  put  in  charge  of  gangers,  watchmen 
and  inspectors,  as  distilleries  and  to- 
bacco factories  are,  and  no  non-tax 
paid  sugar  or  tea  or  other  goods  be 
allowed  to  leave  the  premises.  But 
that  is,  of  course,  impossible.  It  would 
cost  more  than  the  taxes  collected 
would  amount  to. 

Now  if  the  sales  tax  applied  uni- 
formly to  all  goods,  wares  and  merchan- 
dize sold  by  all  merchants  or  manu- 
facturers, then  the  tax  rate  could  be 
made  so  low  that  there  would  be  little 
temptation  to  defraud  the  revenues. 
At  least  that  has  been  the  experience 
with  the  Philippines  sales  tax  law  dur- 
ing the  last  sixteen  years,  where  there 
are  no  discriminatory  taxes  on  sales, 
where  all  pay  cheerfully  and  where  at- 
tempts at  fraud  are  a  rarity. 

But  so  long  as  there  are  discrimina- 
tory sales  taxes  on  general  commodi- 
ties, and  at  high  rates  imposed  in  this 
country,  just  so  long  will  the  Secretary 
of  the  Treasury  be  periodically  request- 
ing Congress  to  repeal  certain  sales 
taxes  on  the  ground  that  they  are  "ill- 
defined,  uncertain,  vexatious  and  wide- 
ly evaded,"  and  that  "such  evasion 
cannot  be  stopped." 

Thousands  of  newspaper  columns 
are  at  this  writing  being  ^ed  with  ad- 
vice to  taxpayers  of  all  kinds.  Many 
of  these  items  are  quite  amusing.  One 
such  is  quoted  below.     A  dealer  in 
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automobile  parts  had  asked  the  Na- 
tional Automobile  Association  to  en- 
lighten him  as  to  the  proper  assess- 
ment, for  tax  purposes,  of  his  sales. 
Part  of  the  advice  ^ven  him  reads  as 
follows: 

There  is  no  criminality,  however,  in 
overcollecting  the  tax,  provided  it  is  based 
on  average  figures  and  provided  further 
that  all  of  the  tax  collected  is  returned. 
The  net  result  is  that  you  average  these 
taxes  at  your  peril  and  if  your  ratio  changes 
so  that  the  Government  does  not  receive  the 
full  tax  you  will  be  held  for  it,  while  if  you 
overcollect  it  the  Government  will  take  it 
all. 

At  a  hearing  before  the  Ways  and 
Means  Committee  the  spokesman  for 
the  Secretary  of  the  Treasiuy  said, 
"We  are  having  a  perfectly  enormous 
amount  of  evasion  in  the  collection  of 
the  sales  taxes  now  in  eflfect."  And 
later  he  stated  that  the  introduction 
in  this  country  of  a  sales  tax  similar  to 
that  in  the  Philippines  would  involve 
extending  the  administrative  machin- 
ery to  millions  of  additional  taxpayers 
and  would  break  it  down.  Evidently 
the  Secretary's  representative  knows 
a  lot  about  his  own  law  and  very  little 
about  that  of  the  Philippines. 

Other  United  States  Laws  Impos- 
ing Taxes  on  Sales  and 
Personal  Property 

It  is  amusing  to  read  the  indignant 
remarks  of  the  opponents  to  the  intro- 
duction here  of  a  one  per  cent  per 
turnover  sales  tax  and  of  its  iniquitous, 
cumulative  effects, — opponents  who 
nevertheless  nimbly  recommend  the 
continuance  here  of  their  own  high  rate 
sales  tax  law,  described  above.  This 
they  propose  to  do  by  simply  switching 
the  incidence  of  the  taxes  from  com- 
modities which  have  heretofore  evaded 
them  to  a  new  line  of  commodities 
which  promise  to  prove  equally  fickle. 

But  the  most  inexplicable  oversight 


on  the  part  of  the  opponents  of  the 
sales  tax  principle  is  their  failure,  so 
far,  to  recognize  the  fact  that  both  the 
federal  and  local  revenues  of  this  coun- 
try have  in  the  past  been  derived 
mainly  from  indirect  consumption 
taxes  paid  on  every  day  commodities 
sold  in  this  country.  This  was  espe- 
cially true  up  to  the  year  1914  when 
customs  duties  and  internal  revenues 
supplied  about  90  per  cent  of  the  Fed- 
eral Government's  needs.  Due  to  pro- 
hibition and  the  enactment  of  large 
war  taxes  the  proportion  of  these  taxes 
to  the  total  is  less  than  it  was.  But  it 
is  still  important. 

Customs  duties  collected  on  imports 
from  abroad  are  on  an  average  at  very 
high  tax  rates  when  compared  with  the 
one  per  cent  rate  of  the  proposed  sales 
tax.  It  is  true  that  the  sales  tax  nor- 
mally accumulates  from  two  to  four 
times  on  its  way  to  the  ultimate  con- 
sumer but  even  then  the  increase  in 
price  to  the  ultimate  consumer  will 
normally  range  between  2|  and  8| 
per  cent.  That  is,  after  the  manufac- 
turer, wholesaler  and  retailer  have  all 
added  their  profits  on  the  original  price 
of  the  goods  plus  their  profits  on  the 
profits  of  the  merchant  or  merchants 
who  handled  the  goods  before  them. 
Even  then  the  ultimate  consumer  will, 
because  of  the  one  per  cent  sales  tax» 
only  pay  the  retailer  from  whom  he 
buys  from  2|  to  3|  per  cent  more  than 
he  would  if  the  sales  tax  was  abolished. 

Now  compare  this  with  the  duty 
paid  by  the  importer  at  the  customs 
house,  say  15  per  cent,  although  the 
import  duties  on  many  articles  are  as 
a  rule  very  much  higher.  This  15  per 
cent  the  importer  adds  to  the  cost  of 
the  goods,  and  on  the  total  thus  ob- 
tained he  estimates  and  adds  his  per- 
centage of  profit.  The  wholesaler  and 
retailer  of  these  imported  goods  each 
do  likewise,  and  when  the  consumer 
finally  takes  the  goods  he  pays,  to- 
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gether  with  the  original  price  when 
landed  in  the  United  States,  three 
profits  on  the  original  price,  by  im- 
porter, wholesaler  and  retailer  respec- 
tively. He  also  pays  the  original  15 
per  cent  customs  duties  which  go  into 
the  Treasury  vaults,  and  in  addition 
pays  three  profits  on  the  original  duties, 
which  are  in  the  nature  of  surtaxes  but 
which  remain  in  the  pockets  of  the  im- 
porter, wholesaler  and  retaUer,  respec- 
tively. 

So  far  as  the  government  is  con- 
cerned it  must  be  satisfied  with  the 
original  15  per  cent  duties  paid  at  the 
port  of  entry.  There  are  no  further 
turnover  customs  duties  to  go  to  the 
government.  But  this  15  per  cent 
means  several  times  as  much  as  a 
sales  tax  with  three  or  four  turnovers 
at  a  1  per  cent  tax  per  turnover. 

So  far  as  the  ultimate  consmner  is 
concerned  the  manner  of  the  accumu- 
lation on  the  original  duty  would  fol- 
low the  same  course  as  do  the  various 
turnovers  on  the  original  sales  tax  such 
as  exists  in  the  Philippines.  But  due 
to  the  fact  that  the  customs  duty  paid 
is  greater  than  the  1  per  cent  rate  of 
the  sales  tax  the  amount  finally  accu- 
mulated is  correspondingly  increased. 

As  regards  the  internal  revenue  taxes 
on  tobacco  products,  beverages,  etc., 
the  same  procedure  follows  as  is  de- 
scribed above  in  the  case  of  imports. 
The  original  tax  rates  are  much  higher 
than  the  1  per  cent  sales  tax  rate  and 
accumulate  much  more  heavily.  The 
manufacturer  of  tobacco  products,  etc. 
pays  the  original  high  internal  revenue 
tax  just  as  the  importer  pays  the  orig- 
inal high  customs  duty.  After  that,  the 
procedure  through  the  dealers  to  the 
ultimate  consmner  is  the  same  in 
both  cases. 

In  this  coimtry  most  states,  counties 
and  cities  impose  flat  ad  valorem 
taxes,  usually  1  per  cent  or  more,  on 
perscmal  property.     These  taxes  are 


collected  periodically  on  the  assessed 
value  of  all  personal  property  includ- 
ing stocks  of  goods  on  wholesalers  and 
retaUers  shelves  and  in  their  ware- 
houses. The  tax  is  assessed  on  the 
value  of  the  same  articles  as  is  the  sales 
tax,  I.e.,  goods,  wares  and  merchandize. 
It  is  collected  by  the  same  man,  t.e., 
the  storekeeper.  It  is  finally  paid  by 
the  same  man,  t.«.,  the  ultimate  con- 
siuner.  It  is  imposed  at  approximately 
the  same  rate,  i.e.,  1  per  cent.  All 
of  which  would  seem  to  prove  that  the 
personal  property  tax  on  goods,  wares 
and  merchandize  in  this  country  and 
the  much  disputed  sales  tax  in  the 
Philippines  are  laws  which  are  well 
nigh  identical  in  amoimt,  manner  of 
assessment  and  collection,  and  final 
incidence. 

But  there  is  a  vital  difference  be- 
tween the  two  systems: — ^The  sales 
tax  in  the  Philippines  accrues  on  goods 
which  have  left  the  merchant's  shelves; 
that  is,  when  he  has  sold  them  and  is 
therefore  best  able  to  pay  the  taxes  on 
them.  The  personal  property  tax  in 
this  country  accrues,  periodically,  on 
the  goods  which  remain  on  the  mer- 
chant's shelves;  and  if  they  remain 
unsold  a  sufficient  length  of  time  the 
next  assessment  period  rolls  around 
and  the  merchant  pays  a  second  tax 
on  the  same  goods. 

The  opponents  to  the  sales  tax  have 
asserted  that  its  introduction  here 
would  disrupt  business  and  produce  a 
diversity  of  dire  calamities.  If  such  a 
result  is  inevitable  because  of  a  tax 
law  which  makes  it  easy  for  the  mer- 
chant to  pay  his  taxes  by  collecting 
them  when  he  is  fiush,  what  then 
should  logically  have  been  happening 
to  business  in  this  country  during  the 
past  years  under  a  law,  such  as  the 
American  personal  property  tax,  which 
forces  the  merchant  to  pay  his  taxes  on 
unsold  goods, — ^when  his  shelves  are 
full  and  his  cash  till  probably  empty? 


Digitized  by 


Google 


202 


The  Annals  of  the  American  Academy 


Yet  notwithstanding  these  object 
lessons  at  home  an  unreasoning  fear 
against  sales  taxes  seems  to  persist  in 
the  minds  of  many  in  this  country. 
Nearly  a  year  ago  the  Secretary  of  the 
Treasury  wrote  a  letter  to  Chairman 
Fordney  of  the  Ways  and  Means  Com- 
mittee informing  him  that  there  are 
"grave  objections"  to  a  "sales  tax 
which  I  understand  your  Committee 
is  considering." 

Attebcpts  to  Rehabilitate  the 
Present  Laws 

The  Secretary  of  the  Treasury  rec- 
ommended to  Congress  the  regrading 
of  rates  and  a  general  revamping  of 
the  present  tax  laws.  The  main  trouble 
appeared  to  be  the  very  natural  ten- 
dency of  the  wealthy  to  invest  their 
incomes  and  profits  in  tax  exempt 
securities. 

Congressman  McFadden,  as  a  rem- 
edy to  this  oversight  on  the  part  of 
the  original  framers  of  the  tax  laws, 
proposed  an  amendment  to  the  United 
States  Constitution  making  all  such 
securities  subject  to  federal  taxation. 
This  remedy,  however,  involved  such 
a  long  wait  while  the  various  states 
acted,  that  the  patient  would  prob- 
ably not  survive  the  delay.  Nothing 
more  has  been  heard  of  the  proposed 
amendment. 

In  order  to  supplement  the  failing 
revenues.  Representative  Treadway 
proposed  a  tax  of  one-fourth  of  1 
per  cent  on  bank  deposits,  which  he 
believed  would  produce  one  billion 
dollars  annually.  Nothing  further 
has  been  made  public  as  to  the  fate  of 
this  bill.  Possibly  it  will  be  decided 
that  this  proposed  remedy,  economic- 
ally considered,  is  worse  than  the 
disease  it  is  intended  to  cure. 

Other  remedial  legislation  was  sug- 
gested and  dropped.  Congress  seemed 
unwilling  to  merely  revamp  a  number 
of  discredited  laws,  and  send  them 


again  to  sea  in  a  patched-up  condition. 
Treasury  officials  had  made  no  secret 
of  the  fact  that  for  a  long  time  the  tax 
machinery  had  been  gradually  slipping. 
Now  evidently  it  had  finally  slipped! 
At  this  stage  the  chairman  of  the 
Senate  Finance  Committee  issued  a 
warning  and  a  call  to  duty  to  the  Amer- 
ican people  in  the  following  words: 

We  are  facing  the  biggest  problem  ever 
faced  by  any  country.  It  is  going  to  tax 
the  ingenuity  of  experts,  and  it  requires 
the  help  of  legislators,  the  govermnent  and 
the  business  conmiumty  to  equip  America 
with  proper  revenues. 

Sales  Ta^  Indobsed  in  the  House 
OF  Its  Enemies 

Mr.  Alfred  Reeves,  General  Man- 
ager of  the  National  Automobile 
Chamber  of  Commerce,  surprised  the 
anti-sales  tax  proceedings  of  the  Na- 
tional Industrial  Tax  Conference,  in 
New  York  City,  by  stating  that: 

No  person  and  no  government  has  a 
right  to  so  pile  taxes  on  any  one  industry 
as  to  jeopardize  its  very  existence.  .  .  . 
We  hear  occasionally  that  it  would  be  dif- 
ficult to  impose  a  sales  tax.  It  is  worth 
noting  that  a  sales  tax  has  been  imposed 
on  the  automobile  industry  for  the  past 
two  years,  and  there  has  been  no  difficulty 
about  collecting  it.  Before  there  is  any 
doubling  up  on  the  taxes  on  the  industries 
now  paying  a  sdes  tax  it  has  occurred  to 
our  people  that  it  might  be  w^  to  have 
some  other  industries  join  with  us. 

"War  on  Sales  Tax" 

On  February  18  a  news  item  from 
Chicago  reading  as  follows  was  widely 
published: 

URGES   WAR   ON   SALES   TAX— 

Reuenue  Official  Tells  Business  to  UnUe 
against  Proposed  Levy.  Chicago,  Feb.  17. 
— ^Business  men  were  urged  to  unite  in 
opposition  to  the  proposed  sales  tax  by 
Dr.  Thomas  S.  Adams,  chairman  of  the 
advisory  board.  Bureau  of  Internal  Reve- 
nue, and  special  adviser  to  the  United  States 
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Treasury  Department^  in  an  address  to- 
night. 

*^It  is  time  that  the  business  man,  the 
consumer  and  all  those  who  desire  economy 
in  public  expenditures,  should  arouse  them- 
selves to  the  menace  in  the  propaganda  now 
being  conducted  in  behalf  of  the  sales  or 
turnover  tax,'*  Dr.  Adams  said. 

Some  days  earlier  Dr.  Adams  stated 
at  a  taxation  discussion  at  the  National 
Republican  Club  in  New  York  City, 
that  he  felt  as  a  "'lifelong  Republican" 
he  had  the  right  to  protest  against  the 
support  given  by  a  small  faction  of  the 
Republican  Party  to  the  sales  tax»  the 
effects  of  which  would  be: 

To  bring  about  great  combinations  and 
make  terrific  political  problems.  Such 
taxation  in  its  results  does  tend  to  sepa- 
rate the  classes,  and  it  is  going  to  be  in- 
creasingly difiBcult  in  the  coming  years  to 
prevent  class  warfare. 

Editorially  the  New  York  Times 
refers  to  these  and  similar  unnecessary 
alarms  under  the  title  ''Sales  Tax 
Ghosts." 

Intiirest  in  and  Endorsement  of 
THE  Sales  Tax 

The  Review  of  Reviews  (February) 
says: 

The  country  which  we  can  study  with 
the  greatest  profit  and  from  which  we  can 
most  easily  obtain  information  is  the 
Philippine  Archipelago,  where  a  sales  tax 
has  been  in  operation  continuously  since 
1905. 

The  sales  tax  has  been  publicly  en- 
dorsed  by  a  number  of  chambers  of 
conmierce,  industrial  and  commercial 
associations  and  by  many  prominent 
men  including  Mr.  Edison. 

The  Government  of  the  Philippine 
Islands  has  informed  the  Secretary  of 
the  Treasury  in  Washington  that  the 
sales  tax  law  over  there  has  during  the 
last  sixteen  years  proved  to  be  the  most 
productive,  accurate,  satisfactory  and 
equitable  tax  they  have;  that  its  ad- 


ministration was  not  expensive  and 
that  it  produced  no  public  complaint. 

Mr.  Martin  R.  Bourne,  Vice  Presi- 
dent of  the  Manila  Trading  and  Supply 
Company,  with  offices  in  the  Philip- 
pines and  New  York  City,  says  in  a 
statement  printed  and  circulated  by 
the  Business  Men's  National  Tax 
Committee  of  New  York  City: 

I  am  very  glad  to  give  testimony  in 
favor  of  the  sales  tax  as  the  simplest  and 
most  efficient  form  of  business  tax.  .  .  • 
I  know  that  I  express  the  unanimous  senti- 
ment of  both  citizens  and  officials  in 
the  Philippines.  My  enthusiasm  is  theirs. 
.  .  .  Possibly  its  greatest  single  advantage 
from  the  merchant's  viewpoint  is  its  cer- 
tainty and  simplicity.  It  involves  no  guess- 
work. He  does  not  have  to  figure  in  gradu- 
ated percentages  to  know  what  amount  of 
price-loading  is  necessary  to  cover  the  tax. 
He  does  not  have  to  wait  a  year  to  know  the 
amount  of  his  tax.  At  the  close  of  every 
business  day  we  know  our  tax  for  the  day's 
business.  We  pay  it  quarterly.  We  also 
feel  that  we  are  mere  collectors.  The  tax 
b  a  recognized  cost  item  which  is  figured  in 
the  selling  price.  .  .  .  The  tax  is  tremen- 
dously popular  with  all  and  so  far  as  I  have 
ever  heard  has  never  been  criticized  either 
by  the  merchant  or  the  consumer.  The 
Philippine  government  has  found  it  a  great 
success  botli  in  the  revenue  produced  and 
also  in  its  effective  collection.  One  never 
hears  of  any  effort  at  evasion.  In  a  sense 
it  both  collects  and  pays  itself.  No  one  feels 
that  the  government  is  taking  anything 
from  him.  He  is  simply  collecting  for  the 
government.  If  he  failed  to  account  and 
pay  over  the  tax  it  would  seem  more  like 
theft  than  ordinary  tax  avoidance.  Unlike 
profits  taxes  in  the  United  States  the  Philip- 
pine Sales  Tax  makes  for  conservation  and 
certainty  in  figuring  profits  and  selling 
prices  and  leaves  nothing  to  the  future  to 
embarrass  credits  and  endanger  solvency. 
.  .  .  We  will  gladly  share  with  you  the 
benefits  of  wise  revenue  legislation  in  the 
form  of  the  sales  tax  which  we  have  received 
from  wise  American  administrators.  This 
b  the  only  tax  which  should  rest  directiy  on 
business. 
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That  tax  collectors  and  taxpayers 
should  share  each  other's  enthusiasm 
over  a  tax  law  which  also  produces 
ample  revenue,  seems  too  good  to  be 
true.  How  different  from  the  situa- 
tion in  this  coimtry  where  tax  col- 
lectors and  taxpayers  abuse  the  tax 
law  all  day  and  then  take  turns  sitting 
up  at  night  and  denouncing  it  further. 
And  now  it  is  about  to  lose  even  its 
right  to  be  called  a  revenue  producer 
because  it  threatens  to  stop  producing. 

In  a  report  to  the  Republican  Na- 
tional Committee  the  Hon.  Ogden  L. 
Mills,  Chairman  of  the  Advisory  Com- 
mittee on  Platform  and  Policies,  refers 
to  the  Philippines  Sales  Tax  as  being 
**in  successful  operation"  and  recom- 
mends: 

Other  things  being  equal,  it  would  be 
desirable  in  this  country  to  test,  by  actual 
practice,  side  by  side,  the  comparative  vir- 
tues of  the  sales  tax  and  the  income  tax. 
•  •  •  It  would  be,  if  not  easy  and  simple  of 
operation,  at  least  more  simple  and  certain 
than  the  income  and  profits  tax. 

Mr.  Mills'  recommendation  is  most 
practical;  there  is  nothing  the  advo- 
cates of  the  sales  tax  principle  would 
welcome  more  than  a  thorough  inves- 
tigation of  the  merits  of  the  Philippine 
Sales  Tax  through  a  practical  test  such 
as  Mr.  Mills  recommends.  This  would 
settle  for  all  time  the  much  debated 
question  as  to  the  applicability  of  the 
sales  tax  system  to  the  commercial  and 
industrial  conditions  obtaining  in  this 
country. 

Mr.  Mills'  comparison  of  the  Philip- 
pine Sales  Tax  and  the  income  tax  of 
this  country  is  also  most  logical. 
There  is  a  strong  resemblance  between 
the  incidence  of  the  two  taxes.  The 
sales  tax  also  comes  out  of  the  ultimate 
consumers  income.  The  main  differ- 
ence is  that  here  the  tax  falls  on  the 
net  income  and  in  the  Philippines  on 
the  gross  income. 


In  this  country  the  taxpayer  in  order 
to  arrive  at  his  taxable  income  is  al- 
lowed to  make  deductions  such  as  the 
salary  due  by  a  farmer  to  a  woman 
worker  while  milking  cows  but  not 
while  the  same  woman  was  doing  house 
work,  etc.  There  is  a  large  assortment 
of  ingenious  administrative  provisions 
of  this  type  which  really  amount  to 
law-making  by  tax  officials.  One  in- 
come taxpayer  complains  that  he  is 
obliged  to  make  eighty-six  reports  to 
federal  and  state  collectors  of  income 
taxes,  and  that  recent  laws  will  add 
twenty-three  more. 

In  the  Philippines  each  taxpayer 
grades  his  own  income  tax  when  he 
buys  things  to  eat  and  wear.  He  in- 
creases or  decreases  his  tax  at  will, 
(within  reasonable  limits)  and  has  no 
reportswhatevertomake.  Theamount 
of  his  income  (or  sales)  tax  varies 
in  amount  according  to  his  ability 
and  willingness  to  pay.  He  pays 
it  as  he  goes  along  and  does  not 
feel  its  effects.  Wkereas  in  this  coun- 
try today,  (especially  since  the  com- 
mercial depression  began)  there  are 
himdreds  of  thousands  of  taxpayers 
who  now,  when  their  salaries  and  in- 
comes have  been  reduced,  are  called 
on  to  pay  taxes  on  the  much  higher 
salaries  or  incomes  they  enjoyed  last 
year  when  the  taxes  accrued  but  were 
not  paid. 

The  Philippines  Sales  Tax 

The  writer  of  this  monograph  was 
asked  over  sixteen  years  ago  by  Gov- 
ernor General  Talt  and  Secretary  of 
Finance  and  Justice  Ide,  of  the  Philip- 
pines, to  submit  a  draft  of  a  tax  <m 
general  business  in  the  Islands.  This 
was  done  and  sent  to  the  Philij^ine 
Conmiission  for  legislative  action  with 
a  letter  of  transmittal  from  which  the 
following  excerpt  is  takoi: 

The  system  of  taxation  proposed  in  the 
indosed  draft  may  be  described  as  an  in* 
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direct  tax  on  certain  personal  property  col- 
lected at  the  time  of  change  of  ownership. 
.  .  .  Whether  or  not  there  is  any  abso- 
lutely certain,  complete  and  equitable 
method  devisable  for  the  assessment  of 
personal  property  will  probably  forever 
remain  an  unsolved  problem.  I  submit  the 
inclosed  draft  of  law  because  I  believe  it 
will  eliminate  most  of  the  objectionable 
features  of  the  existing  law,  establish  a  more 
uniform  rule  of  taxation,  and  will  put  mer- 
chants and  manufacturers  on  an  even 
footing  in  so  far  as  such  equal  rights  and 
opportunities  can  be  secured  by  legislative 
enactment. 

Tax  Provisions.  The  Philippine  law 
as  finally  enacted  provided  a  tax  of 
1  per  cent  on  every  turnover  of  goods, 
wares  or  merchandise,  whether  by 
manufacturer,  wholesaler  or  retailer, 
which  accrued  at  the  time  of  change  of 
ownership  of  the  goods,  and  whether 
the  sale  was  made  on  a  cash,  credit  or 
installment  basis.  Farmers,  small 
boothkeepers,  peddlers  and  others  sub- 
ject to  license  taxes,  were  exempted. 
Services,  real  estate  and  capital  stock 
sales  were  not  included,  some  of  these 
being  considered  properly  exempt,  and 
others  as  taxed  in  other  ways.  Trans- 
fers of  stock,  bonds,  etc.  were  variously 
reached  in  the  documentary  tax  sched- 
ules, and  brokers,  etc.  were  subject  to 
specific  license  taxes.  The  Sales  Tax 
was  made  exclusively  applicable  to 
goods,  wares  and  merchandise  which 
changed  ownership  within  the  Philip- 
pine Islands. 

Assessment  and  coUedion.  Each  mer- 
chant and  manufacturer  was  registered 
each  year  and  was  furnished  a  license 
form  with  four  colunms  and  four  cou- 
pons, one  of  each  for  each  quarter.  At 
the  end  of  each  quarter  he  totaled  up 
his  sales  in  a  book  which,  even  before 
the  tax  was  imposed,  he  kept  for  that 
purpose.  The  only  additional  work 
which  the  Sales  Tax  Law  imposed  on 
him  was  to  make  him  move  the  decimal 
point  in  his  total  sales  two  columns  to 


the  left  (at  a  1  per  cent  rate),  tear 
from  his  license  the  coupon  for  the 
proper  quarter,  enter  thereon  the  tax 
due,  send  it  with  the  necessary  funds 
to  the  local  ta  :  collector,  get  the  seri- 
ally numberf  i  stamps  and  glue  them 
to  the  licen-  e  on  the  wall  of  his  store 
in  the  coir  jin  for  the  quarter  just  ex- 
pired. J'o  receipts  were  ever  issued 
for  tax  asrments — ^the  serial  numbers 
on  thf  stamps  spoke  for  themselves 
and  ^  ere  sufficient  to  identify  the  Indi- 
vid' al  pasrments.  All  that  the  mer- 
ch4,nt  or  manufacturer  had  to  see  to 
was  that  he  did  not  lose  the  license 
form  with  the  attached  stamps. 

Simplicity  of  provisions.  The  pro- 
visions of  law  just  recited  are  about  all 
that  are  essential  in  the  Philippine 
Sales  Tax.  They  all  relate  to  funda- 
mental facts  which  hold  good  in  all 
parts  of  the  world  where  goods,  wares 
or  merchandise  change  hands.  Can- 
ada, Mexico  and  France  have  success- 
ful sales  tax  laws  with  provisions 
equally  simple  and  understandable. 
Why  would  not  such  a  tax  law 
work  here?  The  answer  is  that  a 
uniform  tax  law  with  simple,  imder- 
standable  provisions  would  work  here, 
just  as  such  laws  are  successfully 
functioning  in  the  countries  I  have 
enumerated. 

Taxation  op  Self  Contained  In- 
dustries 

Opponents  of  the  sales  tax  principle 
have  insisted  that  it  would  be  inapplica- 
ble to  this  coimtry  because  of  the  exist- 
ence here  of  large  self-contained  indus- 
trial manufacturing  concerns,  which 
assumedly  would  pay  the  sales  tax  only 
once,  whereas  their  fimctioning  from 
raw  material  to  finished  product  in- 
volves several  distinct  processes.  The 
argument  lies  in  the  claim  that  the 
small  manufacturer  would  have  to  pay 
the  sales  tax  several  times  to  turn  out 
the  same  finished  products,  t.e.,  an 
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additional  tax  for  each  change  in  form 
of  the  article  manufactured. 

The  answer  to  this  objection  is  quite 
easy:  Collect  the  tax  from  the  large 
integrated  concern  as  j  any  times  as 
there  are  processes  bet\.een  the  raw 
material  and  the  finished  product. 
Whether  or  not  this  would  I  ^  a  throw- 
back on  the  economic  history  of  civili- 
zation during  several  gen.  "ations> 
whether  or  not  this  would  be  '.n  at- 
tempt, in  a  tax  law,  to  penalizi  eflEi- 
ciency,  are  questions  for  the  lawL  ak- 
ers  to  decide  on  grounds  of  pub'ic 
poKcy. 

Modem  machinery  and  methods 
began  over  two  himdred  years  ago  to 
furnish  more  goods,  better  goods  and 
cheaper  goods  to  consumers  the  world 
over.  Surely  any  attempt  at  this  time, 
by  means  of  a  few  1  per  cent  taxes, 
to  force  a  resumption  of  the  crude,  ex- 
pensive methods  of  yesterday,  would 
prove  but  a  silly  gesture.* 

Recommendations 

Investigations  made  by  Professor 
Irving  Fisher,  by  Mr.  Joseph  McCoy, 
Actuary  of  the  Treasury  Department, 
and  others,  as  to  the  potential  annual 
productivity  of  a  sales  tax  in  this  coim- 
try  at  a  1  per  cent  rate  per  turnover, 
^ve  widely  divergent  results.  The 
amounts  range  all  the  way  from  under 
two  billion  to  over  five  billion  dollars. 
If  an  average  of  the  varying  estimates 
be  taken  the  amount  is  still  sufficient 
to  meet  the  extraordinary  revenue 
needs  of  this  country. 

In  this  estimate  it  is  assumed  that 
customs  duties  and  internal  excise 
taxes  on  such  old,  tried  and  true  arti- 
cles as  tobacco  products,  etc.,  will  to- 

^  Further  informatioii  regarding  the  Philip- 
pines Sales  Tax  will  be  f«iind  in  the  Report  of 
the  Philippine  Commission  to  the  Secretary  of 
War  for  1905.  Also  in  an  article,  prepared  by  the 
writer  hereof,  entitled  "Internal  Taxation  in 
the  Philippine  Islands,"  and  published  by  the 
Johm  Hopkins  Press  in  January  1907. 


gether  produce  one  billion.  This  would 
leave  approximately  three  billion  more 
to  come  from  a  sales  tax,  from  a  reason- 
able flat  rate  income  tax  and  from  all 
minor  sources,  turf,  of  course,  including 
excess  profits,  income  surtaxes  and  the 
present  discriminatory  luxury  or  con- 
sumption taxes,  all  of  which  should  be 
repealed  with  as  little  delay  as  possible. 

Taxation  has  not  yet  been  placed  in 
the  category  of  exact  sciences.  What- 
ever system  is  adopted  is  boimd  to  meet 
with  just  criticism.  But  if  the  text  of 
the  new  law  is  free  from  complexities, 
certainty  of  assessment  and  collection 
will  follow,  and  the  nearest  possible 
measure  of  justice  will  be  secured  to  all 
taxpayers. 

The  advocates  of  such  modification 
of  the  present  taxes  as  will  give  them 
a  new  lease  of  life,  may  be  divided  into 
three  groups,  thus: 

Oroup  1.  Academicians  and  oflficial  tax 
advisers,  experts,  etc.  This  group  repre- 
sents pride  of  authorship.  Their  mental 
attitude  is  quite  understandable.  They  no 
doubt  act  in  perfect  good  faith  but  their 
intellectual  dexterity  is  such  that  they  have 
succeeded  in  convincing  themselves  that 
their  position  is  irrevocably  right. 

Oroup  f  .  The  tax-complexity-experts. 
The  monetary  attitude  of  this  group  is  also 
clear.  They  have  fattened  on  the  weaving, 
interweaving  and  thread-tying  dexterity  of 
those  included  in  Group  1. 

Group  3.  The  men  of  moderate  means 
who  were  led  to  believe  that  their  taxes 
would  be  shifted  to  the  shoulders  of  their 
well-to-do  neighbors.  Their  position  is 
pathetic.  Their  eyes  have  been  opened  at 
the  eleventh  hour  to  the  fact  that  an  exit 
marked  "Tax  Exempt  Securities,"  on  the 
working  plan  of  Group  1,  esci^;>ed  atten- 
tion when  the  tax  scheme  was  originally 
prepared.  The  number  in  this  group  is 
fast  dwindling. 

Soon  they  will  all  have  passed  over 
to  a  new  group  embracing  all  taxpayers 
in  this  country,  whose  ambition  will  be 
to  really  pay  taxes  and  be  taxpayers 


Digitized  by 


Google 


The  Incidence  of  a  Sales  Tax 


807 


in  sometlimg  more  than  the  name;  who 
will  hold  no  longer  to  the  hope  of  be- 
coming parasites  on  the  body  politic. 
And  this  new  group  will  recognize  in 


come  surtaxes  and  in  the  enactment 
of  a  simple,  sane  and  just  sales  tax  law 
the  opportimity  for  each  and  all  to 
bear  their  full  share  of  the  national  tax 


the  repeal  of  the  excess  profits  and  in-     burden — and  no  more. 


The  Incidence  of  a  Sales  Tax 

By  GrORDON  Hates 
FrotesBOit  of  Eoonomics*  Ohio  State  University 


A  SALES  tax  may  take  any  one  of 
several  forms.  It  may  be  an 
inclusive  sales  tax,  that  is,  a  tax  levied 
upon  every  sale  or  transaction.  Or  it 
may  be  limited  to  the  exchanges  of  any 
one  of  several  classes  of  transactions. 
For  example,  the  sales  of  commodities, 
or  the  sales  by  manufacturers  and 
wholesalers,  or  the  sales  by  retailers. 
A  tax  such  as  the  present  theatre  tax  is 
a  sales  tax,  but  when  a  sales  tax  is 
narrowly  limited  to  some  one  good  or 
narrow  class  of  goods,  it  is  customary 
not  to  call  it  a  sales  tax  but  rather  to 
designate  it  by  the  name  of  the  good  or 
service  taxed.  An  extended  analysis 
would  be  necessary  in  order  to  readi  a 
conclusion  as  to  the  kind  of  sales  tax, 
if  any,  that  it  would  be  advisable  for  us 
to  adopt  at  the  present  time.  It  is  the 
purpose  of  this  paper  to  consider  only 
one  phase  of  sales  taxation;  namely, 
the  incidence  of  a  sales  tax. 

Incidence  Under  Competition 

Let  us  assume,  first,  that  the  tax  is 
levied  upon  the  sales  of  goods  that  are 
produced  under  competition.  What 
will  be  the  incidence  of  such  a  tax? 
The  answer  must  be  divided  into  three 
parts  depending  upon  whether  the 
goods  are  produced  under  conditions  of 
increasing  expense  of  production,  or 
under  constant  expense,  or  under  de- 
creasing expense.  That  b,  upon 
whether,  as  output  is  increased,  the 
expense  of  producing  the  successive 


units  involves  more  expense,  similar 
expense,  or  less  expense  than  was  in- 
curred for  the  preceding  imits. 

Taking  the  first  case,  that  of  a  good 
produced  at  increasing  expense  under 
competition,  the  conclusion  is  that  the 
price  of  the  good  wiU  be  increased  be- 
cause of  the  tax  but  by  less  than  the 
amount  of  the  tax.  The  burden  of 
the  tax  will  be  divided  between  the 
buyers  and  the  producers  (the  sellers) 
of  the  good  in  question.  The  analysis 
is  as  follows:  Under  competition  the 
market  price  of  a  good  is  set  at  the 
point  that  will  dear  the  market.  Any 
point  above  this  will  decrease  sales  and 
leave  goods  unsold.  Any  point  below 
this  will  stimulate  bidding  for  the  good, 
and  raise  the  price.  But,  aside  from 
the  competitive  bidding  of  buyers, 
price  will  not  tend  to  fall  below  the 
point  at  which  the  goods  on  the  market 
will  be  taken,  because  it  is  not  to  the 
interest  of  the  sellers  to  underbid  each 
other  below  the  point  at  which  all  can 
sell.  With  the  price  set  at  such  a 
point,  the  point  that  will  just  clear  the 
market,  the  imposition  of  a  tax  will,  if 
any  part  pf  it  is  added  to  the  price,  re- 
duce buying  and  leave  goods  unsold. 
What  then  wiU  sellers  do,  who  in  the 
case  we  are  considering  are  producers? 
Will  they  bear  the  tax?  Under  com- 
petition, the  production  of  a  good 
which  is  produced  at  increasing  ex- 
pense wiU  be  extended  to  a  point  at 
which  the  price  received  just  equab 
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the  expense  of  producing  the  final  unit. 
To  stop  short  of  this  point  will  be  un- 
profitable to  the  producer.  If  he  can 
produce  another  unit  or  another 
hundred  or  thousand  units  at  a  cost  of 
ninety-five  cents,  including  necessary 
profit,  and  sell  at  a  dollar,  the  tendency 
will  be  for  him  to  do  so.  If  a  further 
addition  to  the  output  will  cost  ninety- 
seven  cents  and  sell  for  ninety-eight, 
its  production  will  be  unde^rtaken. 
Further,  new  undertakings  of  the  pro- 
duction of  the  good  in  question  will  be 
encouraged  until  one  is  included  whose 
cost  is  equal  to  price. 

There  will,  then,  in  the  case  of  a 
good  produced  at  increasing  expense 
under  competition,  be  an  increment  of 
product,  the  cost  of  which  will  just  be 
covered  by  the  price  received.  Hence 
if  a  tax  be  levied  upon  every  imit  sold, 
output  and  price  can  not  remain  as 
before  without  forcing  the  producer  to 
incur  a  loss.  This  he  will  refuse  to 
bear.  He  will  give  up  the  production 
of  the  most  expensive  units.  As  a 
result  of  this  reduction  in  the  supply, 
price  will  rise,  as  buyers  will  bid  price 
up  or,  what  amounts  to  the  same  thing, 
sellers  will  pitch  the  price  at  a  new 
point  that  will  clear  the  market  of  the 
reduced  supply. 

The  price  \dll  not,  however,  tend  to 
rise  by  the  full  amount  of  the  tax. 
Its  location  above  the  old  price  and 
below  the  former  price  plus  the  tax, 
will  depend  upon  the  elasticity  of  the 
demand  and  the  elasticity  of  the  sup- 
ply. If  the  demand  is  highly  elastic, 
that  is,  if  the  amoimt  taken  wiU  be 
markedly  reduced  as  the  price  in- 
creases, and  if  the  supply  is  relatively 
inelastic,  that  is,  if  the  expense  per 
unit  will  fall  but  Uttle  as  supply  is 
decreased,  the  new  price  will  rise  but 
little  as  compared  with  what  its  in- 
crease would  be  if  the  demand  were 
relatively  elastic  and  the  supply 
relatively    inelastic.    Obviously,    the 


greater  tiie  price  increase  the  greater 
the  burden  on  the  purchaser  and  the 
less  the  burden  on  the  producer. 

This  conclusion  is  in  no  way  de- 
pendent upon  whether  the  tax  is 
collected  from  the  buyer  or  the  seller. 
If  the  buyer  pays  it  to  the  government, 
demand  is  reduced  and  the  seller  is 
affected  as  indicated ;  if  the  seller  remits 
to  the  government,  he  increase?  the 
price,  a^nd  demand  is  similarly  affected. 
The  net  amount  received  by  the  seller, 
the  total  paid  out  by  the  buyer,  the 
amoimt  received  by  the  government, 
and  the  volume  of  output  and  sales 
tend  to  be  identical  in  either  case. 

Turning  to  the  second  possible  case, 
that  of  a  competitive  good  produced 
under  conditions  of  constant  expense, 
the  conclusion  is  that  the  entire  burden 
of  the  tax  falls  upon  the  buyer.  The 
price  of  such  a  good  wiU  rise  by  the 
amount  of  the  sales  tax.  The  analysis 
is  simple.  All  the  units  of  such  a  good 
are  produced  at  imiform  cost.  Compe- 
tition among  producers  will  not  ]>ermit 
price  to  be  above  cost,  including  neces- 
sary profit,  and  production  will  not  go 
on  at  a  price  below  cost.  The  amount 
of  production  will  be  adjusted  so  that 
the  market  will  be  cleared  at  a  price 
corresponding  to  the  cost  of  produc- 
tion. The  imposition  of  a  sales  tax 
wiU  be  tantamoimt  to  an  increase  in 
the  cost  of  production  per  unit  by 
the  amount  of  the  tax.  Price  will  be 
increased  correspondingly.  If  price  is 
not  increased  by  the  amount  of  the 
tax,  producers  will  lose  on  every  unit 
produced.  Competition  among  pro- 
ducers will  not  permit  price  to  rise 
by  more  than  the  amount  of  the  tax. 
llie  increase  in  price  will  tend  to  equal 
the  tax. 

In  the  third  case,  that  of  a  good  pro- 
duced under  competition,  the  expense 
of  which  decreases  as  successive  units 
are  produced,  the  conclusion  is  that  the 
price  will  rise  by  more  than  the  amount 
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of  the  tax.  The  analysis  is  as  follows: 
In  the  case  of  such  a  good,  price  is  set 
that  will  just  clear  the  market  and  re- 
turn an  amount  equal  to  the  average 
cost  of  production  per  unit  to  the 
producers.  In  case  of  a  good  produced 
at  increasing  expense,  the  price  that  is 
set  must  be  sufficient  to  cover  the  cost 
of  the  increment  of  the  supply  that  is 
produced  at  the  greatest  expense.  But 
in  the  case  of  a  good  produced  at  de- 
creasing expense,  the  price  must  be 
higher  than  the  figure  which  represents 
the  cost  of  the  unit  which  is  last  added 
to  the  supply;  for  this  unit  involves  a 
less  cost  than  the  units  whose  produc- 
tion preceded  it,  and,  to  set  the  price  at 
a  point  equal  to  the  cost  of  the  last 
unit,  would  mean  that  the  producer 
would  sustain  a  loss  on  every  other 
unit. 

The  lowest  point  that  will  enable  the 
producer  to  continue  in  business  is  a 
point  which  represents  the  average  cost 
of  the  various  units  that  make  up  the 
output.  Competition  between  pro- 
ducers will  not  drive  price  below  this 
point  in  the  long  run,  but  it  will  tend 
to  hold  it  down  to  this  point.  With 
this  price  being  just  low  enough  to  clear 
the  market,  any  addition  to  the  price 
will  result  in  goods  remaining  unsold. 
This  will  necessitate  a  ciutailment  in 
production.  The  curtailment  in  pro- 
duction wiU  involve  higher  costs  than 
were  involved  by  the  larger  volume  of 
production.  Adding  the  tax  as  a  cost 
will  thus  result  in  the  price  of  the  good 
in  question  risdng  above  the  figure  rep- 
resented by  the  former  price  plus  the 
tax.  The  burden  upon  the  consumer 
will  hence  be  greater  than  the  amount 
of  the  tax. 

The  analysis  above  has  depended 
upon  the  assumption  that  there  is  keen 
competition  between  producers  on  the 
one  hand  and  buyers  on  the  other. 
Is  this  assumption  sound?  That  is, 
do  men  in  their  economic  activity  seek 

15 


to  secure  the  maximum  economic  ad- 
vantage? There  are  certainly  many 
motives  to  conduct  other  than  the 
economic  motive.  Many  persons  sac- 
rifice economic  gain  to  tiie  realization 
of  other  ends.  This  occurs  mainly  in 
the  rendering  (or  selling)  of  personal 
service.  In  order  to  do  certain  tasks, 
to  work  in  certain  places,  or  to  be  free 
from  certain  conditions  many  persons 
do  not  secure  the  maximum  economic 
gain. 

The  professional  trader  and  the 
manager  of  a  modern  industrial  enter- 
prise, however,  are  in  their  business 
dealings  primarily  "economic  men.'* 
Within  the  field  of  economic  activity 
the  motives  to  conduct  other  than  the 
desire  to  secure  economic  goods  are 
with  these  persons  usually  realized 
only  through  economic  gain.  The 
amassing  of  profits  is  to  these  men  what 
the  painting  of  a  picture  is  to  an  artist. 
It  is  the  test  of  success.  It  is  safe  to 
assume  that  such  men  are  in  active 
competition  with  each  other  and  are 
actively  watching  for  advantage  with 
those  to  whom  they  sell  or  from  whom 
they  buy.  Further,  practically  all 
persons  in  their  buying  are  "economic 
men."  However  much  one  may  fore- 
go his  economic  advantage  in  his  work, 
he  usually  is  quick  to  buy  where  he  can 
buy  the  cheapest.  Habit  and  inertia 
hold  many  consumers  to  lines  of  ex- 
penditure that  it  would  be  economical 
to  abandon;  but  for  the  most  part  the 
consumer  attempts  to  spend  his  money 
so  that  he  will  get  the  maximum  value. 
If  this  be  true,  then  the  conclusion 
reached  above  in  regard  to  the  inci- 
dence of  a  sales  tax  levied  on  the  sales 
of  goods  produced  under  competitive 
conditions  must  be  sound. 

Incidence  Under  Monopoly 

What  wiU  be  the  incidence  of  the 
sales  tax  in  the  case  of  a  good  produced 
under    monopoly?     The    monopolist 
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tends  to  set  a  price  that  will  yield  the 
largest  net  profits.  A  tax  upon  mo- 
nopoly profits  will  accordingly  not 
affect  the  price  of  the  good.  Neither 
will  the  imposition  of  a  tax  of  a  given 
fixed  sum  upon  a  monopoly  alter  the 
price  of  the  monopolized  good.  In  both 
of  these  cases,  since  price  is  already  set 
to  yield  the  largest  possible  net  profit, 
a  larger  sum  will  be  left  after  the  tax 
has  been  paid  than  if  the  price  were 
altered.  But  if  a  tax  is  levied  upon 
the  output  of  a  monopolist,  price  may 
be  affected.  Such  a  tax  will  become 
part  of  the  cost  of  production  of  each 
unit  of  output,  and  in  view  of  the  de- 
mand for  the  good  the  greatest  profit 
may  now  be  realized  at  some  other 
price.  The  monopolist's  decision  will 
be  dependent  upon  the  elasticity  of  the 
demand  and  the  elasticity  of  the 
supply.  It  may  be  that  the  number  of 
articles  that  would  be  purchased  at  a 
higher  price  will  be  much  less  and  the 
cost  per  unit  of  producing  fewer  imits 
s0  much  more,  if  it  is  a  good  produced 
at  decreasing  expense,  that  less  will  be 
slacrificed  by  bearing  the  tax  than  by 
shifting  it.  The  same  might  be  true 
if  the  good  is  produced  at  increasing 
expense.  Reduction  in  output  might 
reduce  cost  per  unit  so  Uttle  and  raise 
price  so  little  that  the  monopolist 
would  not  profit  by  reducing  the  supply 
and  raising  the  price.  However,  the 
relative  ela^city  of  the  demand  and 
supply  may  make  it  profitable  for  the 
monopolist  to  shift  the  tax  either  in 
whole  or  in  part. 

It  may  be  argued  that,  if  the  tax  is 
inclusive,  the  entire  biu-den  of  the  tax 
must  fall  upon  producers,  due  to  the 
fact  that  since  all  lines  are  taxed,  cap- 
ital and  labor  will  not  be  withdrawn 
from  any  line  and  consequently  price 
will  not  rise.  The  argument  would 
perhaps  allow  for  some  shifting  from 
lines  where  the  demand  is  relatively 
elastic  to  lines  where  the  demand  is 


relatively  inelastic.  It  must  be  re- 
membered, however,  that  the  tax 
receipts  are  spent.  The  expenditure 
by  the  government  will  lead  to  the 
transference  of  some  labor  and  ci^ital 
from  the  taxed  fields  to  the  lines  of 
government  expenditure.  This  will 
reduce  output  and  raise  prices,  thus 
throwing  the  burden  of  the  tax  upon 
consumers,  wholly  or  in  part  according 
to  the  kind  of  good  consumed. 

A  Substitute  fob  the  Excess 
Pbofits  Tax 

But  if  the  tax  is  substituted  for  some 
other  tax,  the  effect  upon  the  consum- 
ing public  will  depend  upon  whether 
the  tax  for  which  the  sales  tax  is  a  sub- 
stitute is  being  borne  by  the  general 
body  of  consumers  or  by  a  limited 
group.  If  the  former,  even  though 
the  incidence  of  the  sales  tax  might  be 
said  to  be  in  considerable  part  upon 
consumers,  yet  they  would  be  no  worse 
off  than  before.  In  fact  the  tax  might 
be  such  an  improvement  in  other  ways 
over  the  former  tax  that  consumers 
would  gain.  If  the  latter,  the  inci- 
dence of  the  sales  would  clearly  tend  to 
be  upon  the  consumers. 

The  sales  tax  is  proposed  as  a  sub- 
stitute for  the  excess  profits  tax  and  for 
part  of  the  receipts  from  the  upper 
reaches  of  the  income  tax.  It  is  in- 
sisted that  the  incidence  of  these  taxes 
is  upon  consumers;  that  prices  have 
been  considerably  increased  because  of 
them.  This  has  been  urged  eq)ecially 
in  regard  to  the  excess  profits  tax. 
Is  this  true?  As  suggested  in  the 
earlier  part  of  this  analysis  a  tax  is 
shifted  only  by  a  rise  in  price  and  this 
can  come  about  as  a  result  of  the  tax 
only  through  a  restriction  in  supply. 
Supply  will  not  be  curtailed  so  long  as 
production  is  not  rendered  unprofit- 
able. Certainly  the  excess  profits  tax 
has  not  driven  producers  from  the 
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field.  The  amount  that  has  remained 
after  the  pa3rment  of  the  tax  has 
been  more  than  sufficient  to  induce 
enterprise. 

This  reasoning  is  amply  supported 
by  facts.  As  Professor  Friday  shows 
in  his  ProJUSf  Wages  and  Prices^  the 
price  level  began  to  rise  in  July  1915. 
In  October  1917,  when  the  excess  prof- 
its tax  law  was  passed,  the  price  level 
stood  at  181  as  compared  with  100  for 
1913.  For  the  year  1918  the  excess 
profits  tax  rates  were  increased;  in 
1919,  they  were  materiaUy  reduced. 
Prices  continued  to  rise  all  during  this 
period,  the  level  being  238  in  December 
1919,  and  266  in  April  1920.  Further- 
more, the  recent  fall  in  prices  was  not 
preceded  by  any  change  in  excess 
profits  tax  rates.  Clearly  there  is  no 
correlation  between  the  price  move- 
ments of  the  past  five  years  and  excess 
profits  taxation.  And  similarly  the 
income  tax  rates  have  left  sufficient  in 
the  hands  of  the  taxpayer  to  induce 
enterprise. 

The  income  and  excess  profits  taxa- 
tion has  influenced  prices,  if  at  all,  by 
preventing  extensions  of  plants  that 
would  otherwise  have  been  made. 
Rather  than  accumulate  profits  to  be 
shared  with  the  government,  expendi- 
tures have  been  made  which,  except 
for  the  reduction  in  the  tax  pay- 
ment, would  have  been  uneconomical. 
Without  the  tax  such  sums  would 
have  been  used,  in  part,  at  least,  for 
plant  extension.  But  on  the  other 
hand,  the  excess  profits  tax  has  oper- 
ated to  encourage  the  extension  of 
enterprise.  The  law  has  allowed  an 
exemption  of  eight'  per  cent  upon 
capital  investment.  By  reducing  the 
tax  pasrment,  this  has  in  certain  cases 
made  investments  profitable  that 
would  otherwise  have  been  unprofit- 
able. Perhaps  also  the  failure  of  the 
larger  and  more  prosperous  firms  to 
make  extensions  due  to  their  heavy  tax; 


payments  has  given  encouragement  to 
small  producers  to  make  extensions 
that  they  would  not  have  made  if 
the  larger  firms  had  expanded  their 
business. 

The  substitution  of  the  sales  tax  for 
these  two  taxes  would  tend  to  transfer 
the  tax  burden  from  the  richer  classes 
to  the  poorer  classes.    The  consumers 
among  the  rich  would,  to  be  sure,  bear 
their  share  of  the  sales  tax,  but  this 
would  be  to  theih  a  substitute  for  the 
tax  payments  previously  made.    The 
burden  upon  the  poorer  classes  would  be 
a  new  burden.    This  would  be  some- 
what alleviated  by  the  capital  addition 
which  may  be  expected  to  follow  this 
change  in  taxation.    The  sum  that  a 
sales  tax  would  take  from  this  group 
is  now  to  a  large  degree  being  spent  for 
consumption  goods  rather  than  being 
invested.     And    to    leave    with    the 
richer  classes  money  that  is  now  being 
paid  in  taxes,  would  mean  that  it 
would  be  invested  rather  than  used  to 
still  further  increase  the  consumption 
of  this  group.    The  increase  in  savings 
from  such  a  change  in  taxation  would 
operate  to  reduce  interest  rates.    In- 
terest rates  would  also  tend  to  fall 
because  of  the  reduction  in  the  demand 
for  consumption  goods  as  a  conse- 
quence of  the  sales  tax.    The  decline 
in  the  interest  rates  and  the  extension 
of  investments  would  both  operate  to 
reduce  the  price  of  goods.    The  burden 
of  the  sales  tax  would  thus  in  part  be 
made  up  to  the  poorer  classes,  but 
only  in  part.    It  can  not  be  expected 
that  it  would  be  to  the  advantage  of 
any  family  or  group  of  families  to  give 
to  another  family  or  group  of  families 
a  sum  of  money  even  on  condition  that 
it  be  invested  in  the  particular  lines  of 
industry  in  which  the  goods  that  the 
donors  are  accustomed  to  purchase  are 
produced.    The     advantage     of    the 
transfer  would  necessarily  lie  with  the 
recipients. 
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This  is  the  crux  of  the  question  of 
sales  taxation  as  a  substitute  for  the 
present  forms  of  national  taxation.  Is 
it  desirable  to  transfer  the  tax  burdens 
from  the  richer  classes  to  the  poorer 
classes?  By  curtailing  the  invest- 
ments now  being  made  by  the  poorer 
classes,  small  as  they  are,  and  by  aug- 
menting the  investments  of  the  rich, 
the  ownership  of  the  wealth  of  the 
country  wiU  be  shifted  still  more  into 
the  hands  of  a  relatively  small  part  of 
the  population. 

Is  this  desirable,  even  if  it  means  an 
increase  in  capital  investment?  There 
is  already  marked  inequality  in  the 
ownership  of  wealth.  Professor  W.  I. 
King  estimated  that  in  1910  two  per 
cent  of  the  people  of  the  United  States 
owned  approximately  sixty  per  cent  of 
the  wealth  of  the  country. 

And  further,  is  it  desirable  to  dimin- 
ish the  consumption  power  and  thereby 
reduce  the  standard  of  living  of  the 
poorer  classes? 

Summary 

The  incidence  of  a  sales  tax  would 
be  upon  both  producers  and  consum- 
ers.   In  the  case  of  an  article  produced 


under  competition  at  increasing  ex- 
pense per  unit  of  output,  as  tends  to  be 
true  of  agricultural  and  mineral  prod- 
ucts, the  tendency  would  be  for  the 
price  to  rise,  but  to  increase  by  less 
than  the  amount  of  the  tax.  If  the 
expense  per  imit  is  imif  orm  regardless 
of  quantity  of  output,  which  is  true  of 
but  relatively  few  articles,  the  sales 
tax  would  tend  to  increase  price  by  the 
amoimt  of  the  tax.  If  the  expense  per 
unit  of  product  decreases  as  ou^ut 
increases,  as  is  genially  true  in  manu- 
facturing or  selling,  a  sales  tax  would 
tend  to  increase  the  price  by  more  than 
the  amount  of  the  tax.  The  incidence 
of  a  tax  upon  the  sales  of  a  monopcdist 
would  be  upon  the  consumer,  in  part, 
at  least.  The  excess  profits  tax  and 
the  income  tax  are  not  now  borne  by 
the  consume.  The  substitution  of  a 
sales  tax  for  the  excess  profits  tax  and 
its  substitution  for  the  higher  reaches 
of  the  income  tax  would  thus  cause  the 
poorer  classes  in  their  purchases  to 
bear  part  of  the  tax  burden  now  being 
borne  by  the  richer  classes.  This 
would  tend  to  decrease  the  standard 
of  living  of  the  poor^  classes  and  to 
increase  the  concentration  of  wealth. 


The  General  Sales  Tax  Is  Not  the  Way  Out 

By  Arthur  A,  Ballantine 
Counselor-at-Law,  New  York.    Fonnerly  Solicitor  of  Internal  Revenue 


CONSUMPTION  taxes  and  other 
miscellaneous  excise  taxes  must 
be  relied  upon  to  furnish  a  reasonable 
proportion  of  the  vast  sums  needed  as 
post-war  revenues  of  the  United  States. 
A  billion  dollars  sufficed  for  the  fiscal 
year  1917;  for  current  years,  expendi- 
tures and  necessary  debt  reduction  can 
scarcely  be  taken  care  of  with  four 
billion.^  To  place  the  bulk  of  the 
revenue   burden   upon   consumption, 

*  The  Annual  Report  of  the  Secretary  of  the 
Treafury,  submitted  to  Congress  in  December, 


through  the  instrumentality  of  the 
widely  lu^ed  general  sales  tax  wouki» 

lOSO,  indicates  that  the  ordinary  expenditure  for 
the  fiscal  year  ending  June  SO,  1921,  will  be  as 
much  as  $4,851,298,9^1  and  that  the  coneqwnd- 
ing  figure  for  the  fiscal  year  ending  June  80, 1922» 
will  be  $3,897,419,227.  These  figures  are  not 
inclusive  of  any  amounts  for  reduction  of  the 
public  debt,  and  are  based  in  the  main  upon 
estimates.  Through  the  action  of  Congress  the 
actual  expenditures  may  be  reduced  below  these 
estimates.  It  does  not  seem  possiUe,  however, 
that  expenditures  for  this  year  or  next  year  call 
be  reduced  much  below  four  billicHi. 
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however,  be  unjust  and  unsound. 
Such  a  course  would  be  a  reversion  to 
methods  of  taxation  discredited  by 
modem  thought. 

Under  the  revenue  legislation  now  in 
force,  accordii^  to  the  latest  reliable 
estimates,  out  of  a  total  estimated 
yield  for.  the  calendar  year  1921  of 
approximately  four  billion,  there  will 
be  derived  from  taxes  on  tobacco, 
admissions,  transportation,  automo- 
biles, musical  instruments,  sporting 
goods,  candy,  toilet  articles,  jewelry 
and  luxuries  about  $1,306,000,000, 
compared  with  a  yield  of  somewhat 
less  than  one  billion  from  the  individual 
income  tax,  about  half  a  billion  each 
from  the  income  tax  and  from  the 
excess  profits  tax  on  corporations, 
$200,000,000  from  minor  business 
taxes  such  as  the  capital  stock  tax, 
stamp  taxes  and  license  taxes,  and 
somewhat  under  $400,000,000  from 
customs  duties.* 

Thorough-going  proponents  of  the 
general  sales  tax  urge  that  the  tax 
system  be  changed  so  that  the  greater 
portion  of  the  revenue  will  be  derived 
from  a  flat  tax  on  sales  or  "turnover." 
The  rate  ordinarily  proposed  for  such 
a  tax  is  one  per  cent,  and  estimates  of 
the  yield  relied  upon  by  them  vary 
from  somewhat  less  than  two  bilUon 
to  as  much  as  six  biUion.  The  taxes 
which  they  would  supplant  are  the 
excess  profits  tax,  the  current  estimated 
yield  of  which  is  rather  less  than  half  a 
billion,  the  corporation  income  tax, 
and  at  least  the  greater  part  of  the 

'These  figures  are  taken  from  an  unofficial 
estimate  made  in  January,  1921,  by  Dr.  Joseph 
S.  McCoy,  Actuary  of  the  Treasury  Depart- 
ment— see  revised  report  of  the  Tax  Committee 
<^  the  National  Industrial  Conference  Board. 
Pjreliminary  statements  as  to  the  amount  of  in- 
come and  excess  profits  taxes  paid  on  March  15, 
1921,  appear  to  indicate  that  the  actual  yield, 
which  was  very  difficult  to  gauge  because  of  the 
changed  business  conditions,  will  be  somewhat 
highor  than  this  estimate. 


individual  surtaxes.  Sales  tax  advo- 
cates are  not  clear  and  not  in  harmony 
among  themselves  as  to  what  would  be 
done  with  the  present  miscellaneous 
consumption  taxes,  but  presumably 
these  would  be  in  the  main  supplanted 
by  the  general  flat  tax. 

In  current  discussions  proposals  for 
far-reaching  uniform  sales  tax  take  at 
least  three  forms: 

1.  A  tax  on  every  sale  or  turnover  not 
only  of  conunodities  but  also  of  services, 
real  property,  capital  assets  and  on  rent  and 
interest. 

2.  A  tax  on  every  business  sale  or  turn- 
over of  goods,  wares  and  merchandise — 
sometimes  referred  to  as  the  merchants* 
gross  sales  tax. 

8.  A  tax  on  all  final  sales  of  goods,  wares 
and  merchandise  for  consumption  or  use. 

The  first  two  differ  only  in  the  scope 
of  their  appUcation,  and  most  of  the 
difficulties  with  the  wholly  inclusive 
.  tax  apply  also  to  what  is  left  within  the 
scope  of  the  more  modified  second 
form.  While  the  first  form  "a  tax  on 
all  sales  by  anyone  to  anyone"  would 
have  the  merit  of  simplicity  in  defini- 
tion, it  is  scarcely  conceivable  that  any 
tax  seriously  considered  for  adoption 
would  include  the  bothersome  item  of 
services,  or  would  be  made  so  burden* 
some  as  to  cover  sales  of  real  estate, 
sales  of  securities  or  sales  of  capital 
assets.  A  tax  in  the  third  form,  on 
"final  retail  sales"  only,  would  involve 
so  much  practical  difficulty  in  requiring 
the  constant  distinguishing  of  final 
sales  for  consumption  from  other 
sales,  and  would  have  to  be  so  high, 
probably  at  least  four  or  five  per  cent, 
to  yield  the  amoimt  desired  by  sales 
tax  advocates,  that  it  does  not  require 
special  consideration.  Discussion  is 
therefore  directed  to  the  tax  in  the 
second  form — a  tax  on  all  sales  of 
goods,  wares  or  merchandise,  at  a  rate 
sufficient  to  yield  the  bulk  of  the 
needed  revenue.    It  is  assumed  that 
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such  a  tax  would  be  assessed  upon  the 
net  sales  of  each  taxpayer,  presumably 
for  each  month,  and  would  not  be 
required  to  be  collected  from  the  buyer 
by  the  seller  as  a  separate  item.  Such 
a  requirement  is  clearly  not  adapted  to 
conditions  prevailing  in  commercial 
transactions  in  this  country,  and 
would  constitute  an  intolerable  clog 
and  annoyance. 

The  general  sales  tax  seems  on  first 
consideration  to  afford  the  most  at- 
tractive solution  of  the  revenue  prob- 
lem. The  advocates  of  this  tax  main- 
tain that  it  would  easily  furnish  the 
bulk  of  the  needed  revenues;  that  it 
Would  be  the  fairest  of  all  taxes,  be- 
cause under  it,  all  transactions  are 
treated  alike;  that  it  would  be  econom- 
ically beneficial  through  freeing  for 
investment  purposes  funds  now  ab- 
sorbed in  taxation,  and  through  fur- 
nishing incentive  for  industrial  effort 
by  increasing  the  portion  of  profits 
that  could  be  retained;  that  it  would 
be  easier  upon  the  consumer  than 
present  forms  of  taxation  because 
there  would  be  less  "pyramiding"  of 
taxes;  that  the  taxpayer  would  always 
know  where  he  stood  in  reference  to 
his  obligations  to  the  government 
instead  of  being  involved,  as  at  present, 
in  long  continued  doubt  and  imcer- 
tainty;  that  the  government  would  be 
more  securely  financed  through  a  tax 
which  did  not  depend  upon  profits,  and 
more  conveniently  financed  by  reason  of 
the  collection  of  the  bulk  of  the  rev- 
enues each  month  instead  of  at  quar- 
terly periods;  and  that  the  tax  would 
be  far  easier  for  the  government  to 
administer  than  income  and  profits 
taxes. 

This  is  a  formidable  array  of  argu- 
ments, but  analysis  shows  that  the 
only  arguments  for  the  general  sales 
tax  having  any  substantial  foimdation 
are  those  of  convenience,  and  that  even 
here    the    advantages    are    generally 


exaggerated.  In  its  fundamental  as- 
pects the  general  sales  tax  is  open  to 
objections  broadly  classified  as  follows: 

1.  The  general  sales  tax  is  essentiaDy 
unjust  in  that  it  is  a  tax  levied  according  to 
needs  rather  than  according  to  ability  to 
pay. 

2.  The  general  sales  tax  is  grossly  dis- 
criminatory. Insofar  as  the  tax  can  not  be 
shifted  it  is  distributed  according  to  gross 
income,  which  furnishes  no  measure  of  tax- 
paying  ability.  This  tax  treats  as  being 
alike  transactions  which  are  fundamen- 
tally imlike;  it  subjects  to  very  unequal 
risks  taxpayers  in  substantially  similar  posi- 
tions; it  affords  an  indefensible  bounty  to 
the  large  integrated  industry  as  compared 
with  smaller  industrial  units. 

S.  The  tax  rests  upon  an  artificial  basis 
in  that  it  turns  upon  the  mere  form  cl 
business  transactions,  and  would  lead  to 
undesirable  changes  in  business  practices. 

Approach  to  the  general  sales  tax  is 
frequently  made  through  the  avenue  of 
foreign  experience.  There  is,  however, 
very  little  in  experience  in  other  coun- 
tries to  commend  the  tax  theoretic- 
ally, or  indeed  to  furnish  any  basis  for 
a  judgment  as  to  how  it  would  operate 
under  the  very  different  conditions 
prevailing  in  the  United  States.  The 
sales  tax  is  by  no  means  new;  it  was 
used  in  Egypt,  in  Babylonia  and  in 
Rome.'  Under  the  rule  which  pre- 
vailed in  France  prior  to  the  Revolu- 
tion, and  which  has  prevailed  in  many 
instances  when  a  privil^ed  aristocracy 
was  in  a  position  to  dictate  the  method 
of  securing  the  funds  of  the  state,  the 
greater  part  of  the  revenue  was  drawn 
from  sales  taxes  which  applied  directly 
to  the  necessities  of  the  conmion  man. 
One  of  the  chief  objects  of  the  demo- 
cratic movement  was  to  get  rid  of 
methods  so  oppressive. 

'  For  remarks  and  as  to  the  history  of  the  sales 
tax  and  foreign  experience,  see  Professor  £.  R.  A. 
Seligman*s  report*  Proceedings  of  the  Second 
National  Industrial  Tax  Conference  (IMO), 
pages  70-83. 
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The  Sales  Tax  in  Other  Countries 

In  current  practice  the  most  notable 
instances  of  the  use  of  the  general 
sales  tax  are  those  of  France  and  Can- 
ada. In  neither  case  is  the  tax  a  flat 
general  tax.  In  France  the  turnover 
tax  instituted  on  July  1,  1920,  covers 
three  cat^ories: 

1.  1.10  per  cent  on  general  turnover, 
except  such  turnover  as  comes  under 
headings  2  and  S  below. 

2.  S  per  cent  on  all  business  classified  as 
category  11  (d  luxury  trades  (articles  which 
are  considered  as  luxuries  if  price  ^ceeds 
a  certain  figure). 

S,  10  per  cent  on  all  business  classified  as 
category  1  of  luxury  trades  (articles,  which 
from  their  nature,  are  considered  as  lux- 
uries). 

It  is  clear  that  it  was  regarded  as 
unreasonable  to  adhere  to  a  general 
flat  rate,  and  that  the  classification  of 
articles  adopted  must  involve  many 
difiScult  distinctions.  According  to 
ofiicial  reports  it  furthermore  appears 
that  this  tax  is  yielding  not  over  forty- 
five  per  cent  of  the  estimated  revenue. 
France  has  been  notably  backward  in 
the  development  of  a  modern,  ade- 
quate system  of  taxation. 

The  Canadian  tax  rests  upon  sales 
of  finished  articles  by  manufacturers, 
wholesalers  and  jobb^.  As  originally 
adopted  it  was  coupled  with  other 
taxes  upon  the  sales  of  a  variety  of 
specified  commodities  at  rates  of  3  per 
cent,  5  per  cent,  10  per  cent,  15  per 
cent,  20  per  cent  and  50  per  cent,  and 
was  subject  to  a  long  list  of  exemptions 
which  included  all  food  products, 
building  materials  for  construction 
purposes,  fuel,  and  other  articles,  and 
was  subject  to  the  power  of  the  gov- 
ernor and  council  to  add  to  the  list  of 
exempt  articles  so  far  as  it  was  deemed 
expedient  or  necessary.  The  luxury 
taxes  have  been  recently  modified  to 
meet  the  dianged  business  conditions. 
Neither  in  France  nor  in  Canada  is  the 


volume  or  complexity  of  transactions 
at  all  comparable  to  those  in  the  United 
States. 

In  the  Philippines  the  one  per  cent 
sales  tax  often  referred  to,  which  repre- 
sents a  continuation  of  Spanish  meth- 
ods, applies  to  sales  of  merchandise  in 
raw,  manufactured  or  partly  manu- 
f  actiu*ed  state  and  also  to  the  sales  of 
various  kinds  of  services  including 
those  by  power,  transmission  and 
transportation  companies,  but  is  sub- 
ject to  a  large  number  of  exemptions 
including  the  sales  of  agricultural 
products  used  by  farmers  and  the 
sales  of  small  merchants.  Philippine 
business  is  too  trifling  for  mention  in 
comparison  with  United  States  busi- 
ness, and  we  can  not  turn  to  the  Philip- 
pines for  instruction  in  the  field  of 
finance  any  more  than  in  the  field  of 
politics.  Mexico  has  indeed  a  com- 
prehensive general  sales  tax,  but  even 
the  Carranza  government,  after  a 
careful  report,  recommended  aboUtion 
of  the  tax  because  of  cost  of  collection 
and  the  injustice  to  the  poorer  classes. 
One  of  the  first  acts  of  the  United 
States  on  coming  into  the  possession  of 
Cuba  was  to  abolish  the  old  sales  or 
cansumo  tax  and  substitute  other 
methods  of  taxation.  In  England, 
where  taxation  is  generally  believed  to 
have  been  handled  with  greater  con- 
sideration and  intelligence  than  in  any 
other  coimtry,  the  sales  tax  has  been 
carefully  considered  and  rejected;  so 
also  in  Italy. 

Does  Not  Distribute  Revenue 
Burdens  Fairly 

To  warrant  adoption  for  a  major 
source  of  revenue,  other  than  as  a  last 
resort,  a  tax  must  be  shown  to  rest 
upon  some  principle  which  makes  it 
fair  to  the  average  citizen.  The  gen- 
eral sales  tax  rests  upon  no  such  prin- 
ciple; its  theoretical  basis  is  the  bald 
proposition  that  the  consumer  must 
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foot  all  the  bills.  This  proposition 
makes  about  the  same  appeal  to  the 
citizen  as  did  Ricardo's  "iron  law  of 
wages"  to  the  workingmen.  That 
"law"  doomed  the  wi^e  worker  to  the 
minimum  wage  needed  for  bare  sub- 
sistence; the  sales  tax,  resting  upon  no 
higher  ethical  basis,  would  levy  a  toll 
even  upon  that  wage. 

That  the  consimier  would  pay  the 
general  sales  tax  b  the  outspoken  and 
fundamental  position  of  its  advocates. 
And  the  burden  which  they  would  lay 
upon  the  consumer  is  not  light,  as 
impUed  by  the  one  per  cent  rate  usually 
suggested,  but  heavy.  The  minimimi 
yield  desired  is  two  biUion  dollars — 
more  than  the  entire  yield  of  the  income 
tax  at  its  highest.  The  rate  necessary 
to  procure  the  revenue  desired  from 
this  source  would  very  likely  be  as 
much  as  two  per  cent  instead  of  one 
per  cent.  The  most  reUable  estimate 
of  the  yield  of  a  one  per  cent  tax  cover- 
ing sales  of  all  kinds  by  traders,  manu- 
facturers, mines  and  farms — ^the  esti- 
mate of  Dr.  Joseph  S.  McCoy — ^is 
$1,100,000,000.  To  assure  two  bil- 
lion or  more  it  would  therefore  seem  to 
be  necessary  to  make  the  rate  two 
per  cent.* 

Under  this  tax  all  sales  transactions 
would  indeed  be  treated  alike,  but  far 
from  being  just  this  imiform  treatment 
would  be  grossly  inequitable.  It  has 
been  wisely  remarked  that  no  injustice 
exceeds  that  of  treating  as  equals 
things  which  are  unequal.  The  gen- 
eral sales  tax  would  levy  toll  upon 
sales  of  bread,  of  medicines,  of  ploughs, 
of  tools,  of  building  materials,  of  the 
simplest  clothing,  and  would  levy  toll 
at  the  same  rate  from  the  sale  of 
jewels,  candy  and  of  automobiles. 
Sales  do  not  pay  taxes,  the  money  must 
come  from  the  buyer  or  the  seller. 

^See  report  of  the  Tax  Committee  of  The 
National  Industrial  Conferoioe  Board,  Decem- 
ber, 1920,  pages  lS-14. 


There  is  nothing  whatever  in  the  fact 
that  all  desired  goods  must  be  bought, 
which  warrants  a  conclusion  that  all 
buyers  can  justly  pay  to  the  govern- 
ment the  same  percentage  on  the  price 
of  what  they  buy.  The  one  argument 
for  such  a  method  of  tax  is  that  sales 
may  furnish  a  basis  for  collecting 
revenue  which  is  convenient.  That 
argument  may  suffice  for  a  levy  very 
small  in  total  burden,  or  resting  upon 
articles  not  of  prime  necessity,  but  it 
fails  to  justify  a  uniform  toll  upon  all 
articles,  both  necessities  and  luxuries. 

In  sharp  contrast,  the  income  tax 
rests  not  upon  needs  but  upon  ability 
to  pay.  That  ability  is  measured 
generally  by  the  taxpayer's  increase  in 
assets  over  the  taxable  period,  and 
increases  progressively  with  the 
amoimt  of  the  income.  Here  we  have 
a  genuine  principle  commending  itself 
as  fair  to  the  individual.  More  effort 
upon  the  part  of  the  taxpayer  and  of 
the  government  is  required  for  the 
collection  of  taxes  according  to  this 
principle,  but  as  in  almost  every  field 
painstaking  effort  is  the  price  of 
justice. 

Sales  tax  advocates  urge,  however, 
that  the  consumer  pays  the  taxes  now 
— ^not  only  the  excess  profits  tax,  but 
also  the  income  tax.  The  position 
that  the  consumer  pays  income  and 
profits  taxes  is  somewhat  difficult  to 
reconcile  with  the  zeal  of  sales  tax 
advocates  to  do  away  with  such  taxes 
on  the  ground  that  they  stifle  industry. 
How  can  industry  be  burdened  by 
taxes  which  are  passed  on?  The  truth 
of  the  matter  is  probably  that  taxes 
assessed  against  net  incomes  from 
business  activities  are  in  part  shifted.* 
Under  conditions  such  as  prevailed 
during  the  war,  those  of  a  "sellers' 

*  For  an  interesting  and  illuminating  discussion 
of  the  relation  of  the  income  and  excess  profits 
tax  to  prices,  see  David  Friday's  JVc^Uf,  Wa§ti 
and  Prices,  Harcourt,  Brace  &  Howe,  1980. 
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market"  taxes  on  business  income  may 
be  largely  shifted,  while  under  con- 
ditions such  as  now  prevail  they  may  be 
shifted  to  a  relatively  small  extent. 
Always  the  producer  near  the  margin 
finds  it  difficult  to  shift,  for  his  prices 
can  not  be  increased.  Decisive  here, 
however,  is  the  consideration  that  the 
placing  of  the  bulk  of  the  tax  burden 
directly  upon  income  and  profits 
leaves  it  in  the  first  instance  where  the 
ability  to  pay  is  clear,  and  in  such  a 
way  that  the  largest  possible  portion 
will  actually  be  paid  through  sub- 
traction from  income  and  profits. 
That  there  would  be  less  "pyramid- 
ing'* of  the  general  sales  tax  in  the 
course  of  passing  it  on  than  of  the 
income  and  profits  taxes  is  a  proposi- 
tion without  real  foundation.  Color- 
able support  for  this  idea  is  drawn  from 
a  picture  of  the  sales  tax  as  a  one  per 
cent  item  which  can  be  added  as  an 
item  of  a  particular  invoice.  Waiving 
the  difficulty  that  very  many  sales  are 
not  invoiced  at  all,  it  is  apparent  that 
even  for  invoiced  sales  one  per  cent 
covers  the  tax  only  in  the  case  of 
initial  sales  of  raw  materials,  and  even 
then  only  approximately.  When  the 
manufacturer  or  dealer  comes  to  make 
a  sale,  he  must,  in  order  to  cover  the 
tax  which  he  has  had  to  pay  or  bear, 
allow  not  only  for  the  tax  applying  to 
what  he  sells  but  for  many  things  pur- 
chased by  him  subject  to  tax,  not  re- 
sold by  him  but  constituting  elements 
of  expense  such  as  equipment,  pack- 
ages, fuel  and  the  like.  Under  any 
practicable  sales  tax  plan  this  tax,  like 
any  other  item,  will  so  far  as  possible  be 
treated  by  the  sellers  simply  as  an  ele- 
ment of  expense,  not  separately  dis- 
closed to  the  buyer,  and  subject  to  the 
same  possibility  of  increase  when  passed 
on  as  is  any  other  item  of  expense. 
Under  this  tax,  as  under  income  and 
profits  taxes,  the  seller  will  charge  all 
that  he  believes  he  can  charge  wisely. 


and  the  buyer  must  depend  for  protec- 
tion against  pyramiding  not  upon  the 
form  of  tax  but  upon  the  maintenance 
of  competitive  conditions. 

Keeping  up  a  flow  of  profits  avail- 
able for  investment  in  industry  is 
essential  to  the  successful  working  of 
the  industrial  system.  It  is,  however, 
difficult  to  urge  that  business  profits 
should  in  such  times  be  left  free  from 
any  substantial  tax  and  that  the  needs 
of  the  government  should  be  met  by 
the  consumer,  whose  participation  in 
the  benefits  of  the  investment  process 
is  rather  more  limited  than  the  par- 
ticipation by  the  investors  themselves. 
So  long  as  government  expenditure 
remains  inordinately  high,  the  flow  of 
capital  for  investment  is  bound  to  be 
checked,  whatever  the  form  of  taxa*- 
tion.  Just  distribution  of  the  revenue 
burden  is  a  consideration  of  even  more 
pressing  importance  to  those  who  desire 
to  maintain  the  present  industrial 
system  than  the  full  maintenance  of 
the  flow  of  profits  for  investment.  On 
no  economic  or  social  principle  so  far 
developed  can  the  general  sales  tax 
stand  comparison  with  income  taxes 
as  the  major  revenue  source. 

Indefensible  Discriminations 

Subjected  to  the  same  tax,  sales  trans- 
actions of  every  sort  would  result  in 
indefensible  discrimination  in  the  dis- 
tribution of  the  tax  burden. 

So  far  as  the  general  sales  tax  is  not 
shifted  to  the  buyer  it  would  constitute 
a  tax  distributed  according  to  gross 
income.  Such  income  furnishes  no 
test  of  taxpaying  ability.  A  manu- 
facturer having  a  substantial  investment 
in  plant  and  comparatively  small  turn- 
over may  realize  on  his  sales  a  high 
percentage  of  profit,  his  net  profit  being 
a  large  percentage  of  his  gross  receipts. 
If  we  assume  that  on  sales  of  $500,000 
such  a  manufacturer  realizes  fifteen 
per   cent   or   $75,000,   the   sales   tax 
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which  he  would  be  required  to  pay,  if 
he  could  not  shift  the  tax,  would,  at  the 
rate  of  one  per  cent,  amount  to  $5,000. 
In  many  lines,  notably  in  jobbing 
and  some  retail  lines,  the  gross  profit 
is  very  low  and  the  large  turnover  is 
what  produces  a  satisfactory  return 
upon  the  capital.  Thus,  according  to 
the  reports  of  the  Harvard  bureau  of 
business  research  the  average  whole- 
sale grocer  turns  his  capital  five  times 
a  year  and  makes  a  net  profit  on  his 
sale  of  somewhat  less  than  two  per 
cent.  To  result  in  $75,000  profits 
the  sales  of  such  a  grocer  would  have 
to  amount  to  $3,750,000.  The  gro- 
cer's tax  upon  such  sales  would,  at 
one  per  cent,  amount  to  $37,500. 
Accordingly,  if  the  grocer  could  not 
shift  his  tax  he  would  in  the  case  as- 
sumed be  paying  more  than  five  times 
as  much  to  the  government  as  the  man- 
ufacturer, although  his  net  profits,  ex- 
cept for  the  tax,  would  be  exactly  the 
same.  The  government  would  take 
one-fifteenth  of  the  manufacturer's 
profit,  but  would  take  one-half  of  the 
grocer's  profit.  This  is  by  no  means  an 
extreme  case,  for  the  difference  in  rates 
of  net  profits  and  the  range  of  difference 
in  relation  of  net  to  gross  are  very  great. 
Nor  is  it  idle  to  say  that  a  large  part  of 
the  total  burden  of  the  sales  tax 
could  not  be  shifted.  Merchants  sell- 
ing goods  at  estabUshed  prices  or  selling 
broken  lots,  merchants  already  charging 
all  that  the  traffic  will  bear  without 
destructive  loss  of  volume,  would  be 
helpless  before  the  discriminatory  levy 
of  the  general  sales  tax. 

Even  where  the  tax  can  be  largely 
shifted  those  who  pay  it  in  the  first 
instance  are  subject  to  very  unequal 
risks.  In  the  illustration  stated  the 
manufacturer  in  making  his  payment 
to  the  government  risks  only  $5,000 
while  the  grocer  risks  $37,500.  The 
government  would  take  the  money 
but  would  give  to  the  taxpayer  neither 


guarantee  of  his  ability  to  collect  it  out 
of  the  buyer  nor  justification  for  re- 
quiring him  to  pay  it  himself.  This 
levy  would  operate  not  only  in  pros- 
perous times  when  the  taxpayer  would 
feel  able  to  pay  it  or  in  a  position  to 
collect  it  out  of  the  buyer  but  also  in 
hard  times  when  unavoidable  expense 
can  barely  be  met. 

Discrimination  through  the  cumu- 
lative effect  of  the  general  sales  tax  has 
been  often  pointed  out  but  never  ex- 
plained away.  How  this  results  is 
seen  by  considering  such  a  situation  as, 
for  example,  that  existing  in  the  shoe 
industry.  Here,  if  the  business  is 
conducted  by  a  great  integrated  enter- 
prise, there  may  be  but  one  or  at  most 
two  sales  between  the  raw  leather 
and  the  delivery  of  shoes  to  the 
wearer.  While  if  the  different  steps  in 
the  process  are  carried  on  by  small 
dealers  there  may  be  five  or  six  sales  as 
follows: 

1.  Hides  to  tanner. 

2.  Tanner  to  leather  merchant. 

S.  Leather  merchant  to  shoe  manufac- 
turer. 

4.  Shoe  manufacturer  to  jobber. 

5.  Jobber  to  retailer. 

6.  Eetailer  to  consumer. 

Where  the  goods  pass  by  successive 
sales  through  six  hands  a  sales  tax  will 
be  levied  six  times.  Where  the  goods 
move  directly  from  the  tanner  to  the 
consumer  there  would  be  one  tax. 
The  profits  in  the  shoe  industiy  are  in 
general  a  very  small  proportion  of 
gross  receipts,  frequently  as  low  as 
two  per  cent,  and  this  discriminatory 
cumulative  tax  burden  might  mean 
the  difference  between  the  success  and 
failure  of  the  small  imits.  Even  more 
striking  instances  of  the  disastrous 
cumulative  effect  of  the  tax  might  be 
taken  from  other  lines  of  industiy  such 
as  the  textile  field  or  the  field  of  the 
metal  industries,  where  there  may  be 
seven  or  eight  sales  between  the  raw- 
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material  and  the  placing  of  the  finished 
articles  in  the  hands  of  the  consumer. 
Under  the  income  tax  such  discrim- 
ination does  not  occur.  The  net 
profits  resulting  from  each  stage  in  the 
process  of  manufacturing  are  taxed  to 
the  small  vmit  where  they  are  realized 
by  small  units  but  are  also  taxed  to 
the  great  enterprise  where  that  enter- 
prise realizes  profits  from  several  dif- 
ferent processes.  That  small  imits 
have  been  able  to  survive  in  many 
fields  of  industry  in  spite  of  certain 
advantages  enjoyed  by  larger  enter- 
prises furnishes  no  justification  for 
placing  upon  them  a  discriminatory 
tax  burden,  and  on  the  contrary  makes 
it  dear  how  desirable  it  is  to  keep  the 
small  enterprise  free  from  such  burdens. 
It  does  not  appear  to  be  practicable  to 
meet  this  difficulty  of  the  cumulative 
effect  of  the  general  sales  tax  by  at- 
tempting to  apply  the  tax  to  each 
clearly  marked  stage  in  the  processes  of 
the  integrated  industry.  The  large 
manufacturer  does  not  and  can  not  sell 
raw  materials  to  his  factory  or  finished 
goods  to  his  jobbing  branch,  and  to 
attempt  to  set  an  imaginary  price  on 
the  goods  as  they  pass  from  one  stage 
to  another  would  lead  to  endless  differ- 
ence of  opinion  and  confusion.  Taxes 
to  be  practicable  must  follow  trans- 
actions and  not  create  them.  They 
must  be  made  to  rest  upon  real  trans- 
actions»  not  upon  imaginary  transac- 
tions. 

Undesirable  Business  Practices 

Even  as  applying  to  actual  sales  the 
tiumover  tax  would  rest  upon  an  arti- 
ficial basis  and  would  result  in  unde- 
sirable changes  in  business  practices. 

The  use  of  direct  sales  upon  which 
this  tax  would  rest  would  probably  be 
materially  restricted  in  order  to  avoid 
the  tax.  Even  where  the  tax  could  be 
shifted  it  would  still  be  a  substantia^ 
competitive  advantage  so  to  conduct 


business  as  to  avoid  accumulation  of 
the  tax.  The  burden  of  a  one  or  two 
per  cent  tax  on  gross  sales  added  at 
various  stages  is  by  no  means  Ught  and 
would  be  emphatically  worth  saving. 
Hence  the  woolen  mtinufacturer  in- 
stead of  buying  his  yarn  would  buy  the 
wool  and  hire  the  spinner  to  make  it 
up  into  yarn,  and  would  also  hire  the 
dyer  and  the  finisher.  Sending  of 
goods  out  to  be  processed  would  be- 
come a  standard  practice;  consign- 
ments would  take  the  place  of  direct 
sales.  Effort  to  avoid  the  tax  might 
result  in  the  absorption  of  small  units 
into  the  larger  enterprises,  a  process 
that  inight  have  some  advantages  but 
which  is  not  to  be  justly  accelerated  by 
a  scheme  of  taxation. 

Some  advantages  of  convenience  to 
the  taxpayer  the  general  sales  tax 
imdoubtedly  has.  It  is  simpler  to 
make  up  a  statement  of  net  sales  than 
a  statement  of  net  profits;  it  is  easier 
to  pay  monthly  than  to  pay  quarterly; 
it  is  a  relief  to  feel  that  a  tax  paid  can 
not  be  the  subject  of  any  real  difference 
of  opinion.  Yet  these  advantages  of 
convenience  are  less  important  than  it 
seems.  Even  though  the  general  sales 
tax  were  adopted  as  a  major  soiux^  of 
revenue,  a  modified  income  tax  would 
very  likely  be  retained  so  that  the  sales 
tax  reports  would  be  additional  and 
not  in  substitution  for  net  income  re- 
ports. Quarterly  payment  of  income 
taxes  as  now  permitted  enables  a 
prudent  taxpayer  to  adjust  his  financ- 
ing in  a  reasonably  convenient  way. 
Differences  as  to  tax  assessments, 
which  have  been  so  frequent,  have 
arisen  mainly  as  to  excess  profits 
taxes.  That  tax  is  distinctly  a  war 
tax.  It  ought  to  be  abolished  at  the 
earliest  possible  date,  and  it  can  be 
abolished  without  resort  to  the  general 
sales  tax.  Under  the  income  tax 
alone,  with  increasing  experience  by 
taxpayers  in  the  application  of  the 
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tax,  increasing  improv^nent  in  the 
structure,  interpretation  and  admin- 
istration of  the  tax,  di£Sculties  with  it 
should  be  far  less  in  the  future  than 
they  have  been  in  the  past  when  it  has 
been  a  new  tax  operating  under  war 
conditions.  What  advantage  in  the 
convenience  of  the  sales  tax  compares 
with  the  advantage  of  the  income  tax 
in  ceasing  to  accrue  when  there  is  no 
net  income? 

This  very  consideration,  that  the 
income  tax  diminishes  in  yield  in  bad 
years,  of  course  emphasizes  the  need  of 
the  government  to  have  at  all  times 
sources  of  revenue  other  than  income 
taxes.  Such  sources  can,  however,  be 
maintained  as  they  have  been  without 
resort  to  the  wholly  inclusive  general 
sales  tax.  So  far  as  sales  taxes  are 
needed,  and  they  will  be  needed  for 
some  time,  use  can  continue  to  be 
made  of  taxes  levied  upon  the  sales  of 
selected  articles  not  of  prime  necessity 


and  levied  at  one  stage  of  the  process 
only  so  as  to  avoid  any  cumulative 
eflFect.« 

That  objections  to  the  general  sales 
tax  are  much  more  than  academic  is 
shown  by  the  rejection  of  the  tax  by 
the  United  States  Chamber  of  Com- 
merce in  the  recent  referendum  to  its 
constituent  local  chambers  of  com- 
merce throughout  the  United  States; 
by  the  Tax  Committee  of  the  National 
Association  of  Credit  Men;  and  not- 
ably by  the  rejection  of  it,  after  careful 
consideration  and  investigation,  by  the 
Tax  Committee  of  the  National  Indus- 
trial Conference  Board. 

*  For  a  diflcuBsion  of  the  methods  of  replacing 
revenue  lost  through  the  abolition  of  the  ezoeM 
profits  tax  and  reduction  of  surtaxes,  «m  the 
report  of  the  Tax  Committee  of  the  National  In- 
dustrial Conference  Board,  Special  Report  No. 
is,  December,  1980.  See  also  in  such  report  the 
discussion  of  the  general  sales  tax  and  ftdl  state- 
ment of  the  reasons  which  induced  a  report 
against  this  tax  by  a  committee  unusually  repre- 
sentative of  industry. 


The  Tariff  Policy  of  the  United  States  As  a 
Creditor  Nation 

By  D.  A.  Forward 
Assistant  Cashier,  The  National  City  Bank  of  New  York 


THE  problem  of  providing  the 
United  States  Government  with 
sufficient  revenue  to  meet  its  fiscal 
requirements  is  one  which,  of  neces- 
sity, is  demanding  the  thoughtful 
attention  of  those  charged  at  the  pres- 
ent time  with  that  responsibility. 
With  the  loss  of  excise  taxes  due  to 
prohibition  and  the  increasing  diminu- 
tion in  the  returns  from  the  chief 
sources  of  revenue  imder  existing  laws 
— ^the  income  and  excess  profits  taxes — 
it  is  not  surprising  that  this  country 
should  turn  to  the  tariff  as  a  possible 
means  of  raising  additional  revenue. 
Indeed,  it  is  a  repetition  of  history  that 


import  duties  should  be  called  upon  to 
help  meet  the  revenue  burdens  oc- 
casioned by  war  and,  furthermore,  that 
an  upward  revision  of  the  tariff  sched- 
ules should  be  strongly  agitated  in  a 
period  of  unbalanced  domestic  markets 
by  those  who  fear  the  importation  on 
an  extensive  scale  of  commodities 
produced  abroad  under  supposedly 
more  advantageous  conditions. 

Current  estimates  indicate  that 
something  in  excess  of  four  billion  dol- 
lars will  constitute  the  minimum 
ordinary  fiscal  needs  of  the  govern- 
ment for  the  next  two  years,  exclusive 
'  of  the  retirement  of  the  certificates  of 
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indebtedness  outstanding,  practically 
a  quarter  of  which  will  be  required  to 
pay  the  interest  charges  on  government 
securities  issued  in  conjunction  with 
the  war  and  the  carrying  costs  of  the 
Treasury  Department's  floating  in- 
debtedness. Of  the  estimated  total 
given,  the  Underwood  Tariff — ^which 
carries  the  lowest  average  rate  of 
duty  of  any  enactment  since  the  Civil 
War — ^has  proved  itself  capable  of 
jmxiucing  a  minimum  of  $182,759,000, 
in  1918,  and  a  maximum  of  $828,537,- 
000,  in  the  year  1920. 

A  study  of  the  principal  sources  of 
federal  revenue  by  decades  since  the 
b^^inning  of  the  nineteenth  century 
indicates  that  customs  supplied  from 
seventy  to  ninety  per  cent  of  the 
revenue  received  from  1800  to  1868. 
With  the  rapid  rise  in  the  national 
debt  at  that  time,  customs,  for  a  matter 
of  about  six  years,  yielded  only  from 
twenty-five  to  thirty-five  per  cent  of 
the  total  revenue,  following  which,  up 
through  the  period  of  the  Payne- 
Aldrich  Act,  the  returns  from  the 
tariff  fluctuated  from  one-third  to  one- 
half  of  the  total  receipts.  The  balance 
accrued  with  the  exception  of  about 
ten  per  cent  derived  from  miscellane- 
ous sources,  from  excise  taxes  princi- 
pally on  distilled  liquors  and  tobaccos. 

IVior  to  our  entrance  into  the  war 
the  Underwood  Tariff  appears  to  have 
accounted  for  substantially  a  third  of 
the  government's  fiscal  requirements. 
If  the  pre-war  federal  requirements  be 
multiplied  by  six,  an  estimated  deficit 
faced  for  the  next  two  years  of  from 
one  and  one-half  to  two  billion  dollars, 
and  the  returns  from  liquor  taxes 
practically  eliminated, •there  can  be 
little  doubt  that  the  government  can 
well  afford  to  consider  caref uUy  the 
revenue  possibilities  of  the  tariff,  but 
with  a  full  appreciation  of  the  fact 
that  the  income  and  excess  profits 
taxes,  as  they  now  exist,  are  decidedly 


more  important  than  the  tariff  from  a 
revenue  standpoint. 

Acknowledging  that  additional  reve- 
nue will  be  needed — ^a  fact  hardly 
subject  to  refutation  on  the  basis  of 
probable  reductions  in  the  federal 
budget  of  consequence  in  the  near 
future — and  that  the  tariff  might  be 
expected  to  produce  a  substantial 
part  of  it,  it  might  appear  in  the  light 
of  past  experience  that  the  requests 
from  domestic  industry  for  a  higher 
protective  tariff  could  and  should  be 
quite  fuDy  satisfied.  To  do  so,  how- 
ever, under  existing  domestic  and 
international  conditions,  would  place 
this  country  in  an  anomalous  and,  in 
some  respects,  a  disadvantageous  posi- 
tion from  both  a  fiscal  and  trade  stand- 
point. The  objections  which  might  be 
raised  to  such  a  procedure  under  the 
circumstances  would  be  relatively 
unimportant,  perhaps,  so  long  as  the 
fundamental  principles  of  equitable 
taxation  were  not  violated,  although 
many  of  the  arguments  formerly 
advanced  in  favor  of  a  protective 
tariff  have  lost  much  of  their  original 
force  due  to  the  growth  of  the  pro- 
ductive facilities  and  the  consumptive 
power  of  the  United  States. 

The  successful  application  of  the 
income  and  excess  profits  taxes  de- 
mands a  substantial  volume  of  profit- 
able business  which  will  yield  a  return 
comparing  favorably  with  the  amount 
on  the  basis  of  which  the  revenue 
estimates  and  levies  were  formulated. 
To  those  who  understand  the  elements 
and  economic  forces  which  govern  the 
continuity  and  stability  of  industry 
and  trade,  it  is  quite  clear  that  the 
present  economic  situation  in  this 
country  has  been  precipitated,  in  a 
large  measiu^,  by  an  increasing  in- 
ability to  dispose  of  its  excess  produc- 
tion through  export  channels  and 
concurrently  receive  reimbiu'sement 
therefor  which  will  permit  an  uninter- 
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rupted  turnover  of  its  productive 
cycles.  And  it  is  to  be  remembered 
in  this  connection  that  the  expansion 
which  the  productive  capacity  of  the 
country  underwent  during  the  war 
period  unquestionably  requires  the 
stabilizing  support  of  permanent  for- 
eign markets  if  maximum  production 
is  to  be  approximated,  if  full  employ- 
ment is  given  to  labor  on  wage  scales 
even  relatively  higher  than  those 
existing  in  the  pre-war  period,  and  if 
the  normally  anticipated  amount  of 
revenue  is  to  accrue  to  the  govern- 
ment from  busing  and  individual 
incomes. 

The  crux  of  the  situation  from  a 
trade  standpoint  is  that  the  position 
of  the  United  States  as  a  creditor 
nation  is  such  that  necessity,  rather 
than  a  mutually  beneficial  exchange  of 
commodities  and  services,  is  being 
substituted  more  and  more  as  the 
primary  inducement  for  purchasing 
the  products  this  country  has  to  oflFer. 
The  fact  that  a  trade  balance  exists  in 
its  favor  might  or  might  not  be  impor- 
tant from  a  tariff  standpoint,  depending 
on  the  purposes  of  the  duties  levied. 
England,  for  example,  had  an  imfavor- 
able  trade  balance  for  years  and  yet 
followed  a  policy  of  confining  the 
import  duties  imposed  solely  to  the 
purposes  of  revenue.  Her  ability  to 
assume  such  an  attitude  is  to  be  ex- 
plained in  part  by  the  volume  of  her 
"invisible  exports'*  which  according  to 
estimates  of  the  British  Board  of  Trade 
aggregated  £640,000,000  in  the  year 
1920;  while  Sir  George  Paish  is  author- 
ity for  the  estimate  that  the  net  invest- 
ment of  British  capital  abroad  in 
1914  amounted  to  approximately 
$20,000,000,000.  However,  from  the 
standpoint  of  pre3ent  tariff  legislation, 
particularly  when  further  protection 
is  being  advocated,  the  amount  of  the 
entire  international  balance  in  favor 
of  this  coimtry  has  an  important  bear- 


ing on  the  subject,  if  due  consideration 
is  to  be  given  to  the  liquidation  of 
existing  foreign  indebtedness  to  the 
United  States,  and  to  the  ability  of 
present  foreign  debtors  to  safely  incur 
additional  obligations  through  further 
purchases  of  its  surplus  products. 
Upon  that  consumptive  ability,  domes- 
tic industry  and  the  Treasury  Depart- 
ment seem  to  need  to  rely,  the  former 
for  a  maximum  amount  of  profitable 
business  and  the  latter,  both  directly 
and  indirectly,  for  revenue. 

During  the  abnormal  conditions  of 
the  past  several  years  it  is  estimated  by 
some  authorities  that  the  position  of 
this  country  has  changed  from  a  debtor 
nation  to  that  of  a  creditor  with  an 
aggregate  balance  in  its  favor  of  per- 
haps as  much  as  eighteen  billion  doU 
lars.  With  a  marked  decrease  in  the 
total  value  of  the  invisible  exports 
formerly  available  to  them,  with  the 
practical  exhaustion  of  international 
banking  credit,  and  with  gold  stocks  a 
hopelessly  insufficient  and  quite  inad- 
visable means  of  trade  settlement,  but 
two  other  channels  remain  through 
which  foreign  debtors  can  effect  pay- 
ment,— ^the  shipment  of  goods  and  the 
sale  of  securities.  Under  these  cir- 
cumstances, and  giving  due  regard  to 
the  fact  that  foreign  countries  face  the 
payment  of  a  current  floa^g  indebted- 
ness of  from  $3,500,000,000  to  $4,000,- 
000,000  in  addition  to  an  annual 
interest  charge  of  nearly  $500,000,000 
on  loans  extended  by  our  government, 
the  proposal  to  raise  a  high  tariff  barrier 
around  this  country  assumes  more 
importance  than  that  of  merely  satis- 
fying the  protectionist.  The  govern- 
ment, from  a  levenue  viewpoint,  has  a 
selfish  interest  in  assisting,  in  every 
way  compatible  with  the  safety  of  our 
domestic  industries,  the  creation  of 
international  trade  balances  which 
will  make  it  possible  for  the  annual 
interest  charge  on  its  foreign  loans  to  be 
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liquidated.  It  would  appear  relevant 
to  remark  that  this  amount  totals 
more  than  twice  the  average  annual 
sum  realized  from  the  Underwood 
Tariff.  Even  if  balances  created  by 
increased  imports  were  not  sufficient 
for  a  time  to  leave  a  surplus  to  be 
applied  on  the  interest  indebtedness, 
presumably  they  would  serve  at  least 
as  an  offset  for  exports  in  which  the 
government  likewise  is  interested  to 
the  extent  of  insuring  a  degree  of 
domestic  prosperity  sufficient  to  pro- 
duce a  satisfactory  return  from  internal 
taxes.  Furthermore,  it  is  patent  that 
the  yield  from  any  tariff  is  dependent 
upon  the  volume  of  dutiable  imports. 

But  it  would  be  short-sighted  indeed 
to  enact  any  tariff  law  which  did  not 
provide,  equally  well,  protection  where 
it  was  justified,  revenue  where  it 
could  be  secured  without  placing  an 
unjust  tax  on  manufacturers  depend- 
ent upon  imported  raw  materials,  and 
a  basic  principle  building  towards  the 
ultimate  payment  of  foreign  indebted- 
ness. The  tariff  law  needed  at  present 
would  combine  the  principle  of  a 
tariff  for  revenue  with  that  of  minimum 
protection  where  essential,  with  the 
emphasis  placed  upon  the  former. 
The  inter-dependency  of  interests, 
domestic  and  foreign,  must  be  given 
proper  weight  if  the  democratic  prin- 
ciple is  to  be  observed  of  enacting 
legislation  from  which  will  accrue  the 
greatest  benefit  to  the  largest  number. 
Presumably,  the  realization  of  such  a 
principle  rests  upon  the  maximum 
possible  volume  of  trade  with  a  mini- 
mum burden  to  the  ultimate  consumer. 

In  considering  the  community  of 
interests  which  should  exist,  a  general 
indictment  can  not  well  be  made  of  the 
motives  of  those  whose  natural  inter- 
ests lead  them  to  advocate  a  protective 
tariff  for  the  industries  of  their  con- 
stituents, for,  all  things  being  equal, 
any   legislation   which   increases   the 


earning  power,  productive  capacity, 
and  stability  of  any  domestic  indus- 
try should  result  theoretically  to  the 
advantage  of  the  immediate  commu- 
nities concerned  and  hence  indirect- 
ly to  the  nation  as  a  whole.    It  is 
such  individual  consideration  and  the 
"swapping"  of  support  on  the  differ- 
ent schedules,  however,  which  have 
carried  protection  much  further  than 
the  point  to  which  in  certain  instances 
there  might  have  been  a  reasonable 
claim.    The  difficulty  in  the  theory 
arises  that  "all  things  are  not  equal,'* 
a  circumstance  of  which  fair  cognizance 
frequently  is  not  taken,  due  to  selfish 
and  political  considerations.    It  is  a 
moot    question    how    far    protection 
should  be  given  to  any  industry  if, 
by  so  doing,  it  is  placed  in  a  position 
to  keep  out  foreign  competition  that 
normally  would  provide  one  of  the 
principal  offsets  against  which  other 
producers  could  ship  their  surplus  and 
be  assiured  of  the  margin  of  profit 
necessary  in  many  cases  to  successful 
operation.    In  this  connection  it  may 
be  of  interest  to  recall  that  this  coim- 
try  recently  has  had  a  noteworthy 
example  of  the  extent  to  which  it  con- 
sidered its  economic  welfare  dependent 
on  the  operation  of  any  given  industry, 
large  though  it  might  be,  in  the  aboU- 
tion  of  the  manufacturing  plants  and 
distributing  agencies  of  the  brewery 
and  liquor  interests. 

It  seems  to  be  conceded  that  the 
industries  and  those  producing  export- 
able foodstuffs  and  raw  materials  in 
the  United  States,  as  a  whole,  are  in  a 
preferred  competitive  position.  It 
can  not  be  stated  conclusively,  how- 
ever, that  no  protection  whatever  is 
needed,  for  it  is  conceivable  that  some 
of  the  domestic  markets  could  be 
seriously  handicapped  by  the  infiow 
of  a  large  volume  of  goods  produced  at 
lower  costs  abroad,  since  American 
buyers    can    purchase    more    advan- 
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tageously  in  certain  lines  in  foreign 
countries  than  at  home,  due  to  the 
enhanced  value  of  the  American  dollar 
with  respect  to  local  currencies.  The 
only  protection  oflFered  to  the  United 
States  by  the  depreciated  exchanges  is 
to  be  found  in  those  cases  where  raw 
materials  must  be  secured,  in  the  main, 
from  this  country  for  manufacturing 
purposes  and  then  re-exported  in  the 
form  of  a  manufactured  article.  Re- 
cent instances  are  available  in  the  field 
of  finished  cotton  goods  showing  that 
even  under  such  circimostances,  and 
in  spite  of  a  protective  tariff,  foreign 
manufacturers  have  imder-sold  Ameri- 
can producers  of  similar  products. 
Incidentally,  this  example  will  serve, 
possibly  as  well  as  any  other,  to 
illustrate  the  well-recognized  fact  that 
the  final  incidence  of  a  protective 
tariff  falls  upon  the  ultimate  consumer 
through  an  increased  price. 

An  analysis  of  what  are  perhaps  the 
latest  reliable  comparative  statistics 
showing  the  relative  value  of  the  out- 
put per  labor  unit  in  the  United  States 
and  in  the  United  Kingdom — our 
principal  foreign  customer  and  trade 
rival — ^rather  clearly  indicates  that  the 
higher  wages  enjoyed  by  labor  in  this 
country  probably  have  been  made  pos- 
sible more  through  the  development 
and  use  of  labor-saving  machinery  and 
through  large-scale  production  than  by 
a  protective  tariff,  as  has  been  quite 
commonly  asserted  in  the  past.    While 


it  is  readily  granted  that  statistics 
serve  better  as  indices  than  as  final 
proof  of  a  given  conclusion,  and  admit- 
ting the  difficulty  under  existing  condi- 
tions of  securing  reliable  data  which 
might  serve  as  a  basis  for  levying  duties 
that  would  tend  to  equalize  costs,  the 
British  Census  of  Production  of  1907 
and  the  last  American  Census  of  Pro- 
duction of  1909,  make  possible  start- 
ling comparisons  of  relative  efficiency. 
An  examination  of  twenty-six  repre- 
sentative industries  including  boots 
and  shoes,  cardboard  boxes,  butter  and 
cheese,  cement,  clothing,  cocoa,  choco- 
late and  confectionery,  cotton  goods, 
clocks  and  watches,  cutlery  and  tools, 
gloves,  hosiery,  finished  leather,  paints, 
paper,  printing,  silk,  soap  and  candles, 
etc.,  shows  that  American  industries 
produce  from  approximately  two  to 
three  times  as  much  per  year  per  unit 
of  labor,  in  the  valuation  of  commodi- 
ties manufactiu^  on  the  basis  of 
wholesale  selling  prices,  as  do  corres- 
ponding English  industries.  These 
figures  are  seemed  by  dividing  the 
production  per  year  by  the  number  of 
wage-earners  engaged  in  each  ^ven 
industry.  The  same  tables  indicate 
that  almost  invariably  America's 
great  superiority  in  production  per 
wage-earner  per  year  is  accomplished 
by  a  similarly  marked  superiority  in 
horse  power  employed  for  each  thou- 
sand workers.  The  following  are  given 
as  typical  illustrations: 


CLormNG 

Produo-  No.  of 

tion  per  w«se- 

year  oftrnera 

United  Kingdom £62,169,000   892,084 

United  States £190,566,000   898,489 

Boots  and  Shoes 

Produo-  No.  of 

tion  per  wage- 

year  earners 

United  Kingdom £20,095,000    117,565 

United  States £102,859,000    198,297 


H.  P. 

employed 

17,887 
65,019 


H.  P.per 
1000  wase- 


45 
165 


Value  of  prodo^ 
tion  per  wac»- 
eamer  per  year 

£158 
£484 


H.  P.        H.  P.  per     Value  of  produo- 

employed     1000  wage-      tion  per  wac»- 

earners       earner  per  year 

20,171    172     £171 
96,802    486     £516 
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As  an  example  of  the  extractive 
industries,  it  is  also  of  interest  to  note 
that  in  the  year  1911  the  number  of 
tons  of  coal  produced  per  annum  per 
person  employed  in  England  was  two 
hundred  and  sixty  while  in  the  United 
States  it  was  six  hundred  and  thirteen; 
the  average  selling  price  of  coal  per  ton 
at  the  mouth  of  the  mine  in  the  same 
year,  at  a  par  of  exchange,  was  approxi- 
mately $1.97  per  ton  for  Great  Britain, 
and  $1.42  per  ton  in  the  United  States, 
in  spite  of  the  fact  that  higher  wages 
were  paid  to  the  miner  in  the  latter 
country.  The  relative  advantage  in 
manufacturing  costs  to  a  United  States 
producer  using  steam  power  is  obvious. 
What  current  statistics  would  indicate 
is  not  known  but,  generally  speaking, 
recent  difficulties  between  the  miners 
in  England  and  the  government  over 
the  matter  of  wages  and  production 
would  lead  to  the  belief  that  a  present 
comparison  would  prove  even  more 
unfav(»ttble  to  England. 

In  further  analyzing  the  whole  ques- 
tion of  comparative  costs,  it  seems  to 
be  quite  generally  agreed  that  the  war 
introduced  a  more  or  less  uniformly 
higher  world  wage  scale  and  higher 
standard  of  Uving,  and  that  the  effect 
on  manufacturing  costs  was  quite  as 
marked  and  permanent  in  many  of  the 
foreign  countries  as  it  has  been  in  the 
United  States.  If  that  viewpoint  is 
correct  and  on  the  basis  of  the  compare 
ative  figures  just  given,  the  conclusion 
would  seem  to  be  that  the  American 
producer  in  most  instances  can  afford, 
for  other  reasons,  to  forego  the  enact- 
ment of  a  tariff  to  equalize  costs  of 
production,  at  the  moment,  or  at  least 
until  the  whole  question  can  be  adjusted 
upon  a  scientific  basis  of  the  facts  as 
they  now  exist.  Furthermore,  if  the 
theory  of  equalizing  costs  is  pertinent, 
under  present  conditions  it  mi^t  be  in 
order  to  beg  the  question  to  the  extent 
of  asking  why,  with  the  exchanges  in 

16 


favor  of  buying  abroad,  the  figures  of 
the  Department  of  Commerce  con- 
tinue to  show  large  trade  balances  in 
favor  of  this  country,  the  most  recent 
(January,  1921)  placing  the  exports  for 
the  first  month  of  the  year  at  $655,000,- 
000  while  unports  were  only  $209,000,- 
000,  the  smallest  total  for  any  mondi 
since  February,  1918. 

Relative  to  German  competition,  it 
should  be  borne  in  mind  that  in  addi- 
tion to  a  demoralized  social  structure 
Germany's  industries  must  face  large 
internal  export  taxes  in  addition  to 
burdens  imposed  by  the  indemnity 
terms.  In  view  of  these  handicaps 
and  her  depreciated  exchanges,  which 
play  an  important  part  in  depriving 
her  of  many  necessary  raw  materials, 
it  would  appear  the  pBxt  of  enlightened 
selfishness  not  to  subject  her  exports  to 
this  country  to  any  unnecessary  tariff 
if  the  ultimate  payment  of  the  inter- 
national balance  in  our  favor  is  con- 
sidered dependent,  to  any  appreciable 
extent,  on  the  proceeds  to  be  received 
by  the  Allied  governments  from  a  war 
indemnity. 

South  American  exports  to  the 
United  States,  to  quite  a  degree,  are 
tropical  and  hence  largely  non-com- 
petitive in  character.  LUce  the  Far 
Eastern  nations,  France,  Italy  and 
the  other  European  countries  consum- 
ing American  products,  the  depreciated 
exchange  position  of  South  American 
countries  requires  that  their  imports 
must  reach  this  country  in  larger  vol- 
umes if  the  increased  exports  enjoyed 
in  the  past  few  years  are  to  continue. 
If  a  tariff  has  any  appreciable  virtue, 
under  such  circumstances,  its  revenue 
possibilities,  directly  and  indirectly, 
riiould  seemingly  be  given  paramount 
consideration. 

The  demands  on  the  part  of  the 
farmers  and  other  raw  material  pro- 
ducers for  protection  are  interesting 
because    they    appear    to    be    based 
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largely  upon  false  economic  principles. 
If  production  in  those  directions  were 
less  than  the  amount  domestic  markets 
normally  absorb,  their  arguments 
would  be  entitled  to  a  more  sympa- 
thetic hearing.  On  the  contrary,  the 
price  of  wheat,  cotton,  or  any  other 
commodity  produced  in  excess  of  do- 
mestic demand  is  established  in  the 
final  analysis  in  the  markets  of  the 
world — ^Liverpool  in  the  case  of  wheat 
— by  the  marginal  exportable  surplus. 
In  other  wcnxls,  if  a  farmer  raises  ten 
thousand  bushels  of  wheat  and  there 
is  a  domestic  constmiptive  demand  for 
but  nine  thousand  bushels,  it  is  the 
price  obtainable  in  the  export  market 
for  his  surplus  of  one  thousand  busheb 
that  tends  to  fix  the  price  for  his  whole 
erop.  For  that  reason  foreign  trade 
is  important  in  fixing  prices,  to  a  much 
larger  degree  than  the  small  proportion 
it  bears  to  domestic  trade.  By  divert- 
ing the  world's  supply  of  wheat,  pro- 
duced outside  of  the  United  States, 
more  directly  to  Liverpool,  by  means 
of  a  iMX>tective  tarifiF,  a  tendency  might 
even  be  encouraged  to  lower  the 
price  domestically.  With  no  basic 
or  "pegged"  price  the  ultimate  return 
to  the  farmer  undoubtedly  would  be 
governed  by  the  export  price  irrespec- 
tive of  any  import  duty  imposed. 

But  even  presmning  that  the  price 
conc^vably  should  be  higher  for  some 
reason  under  a  tarifiF,  it  is  a  political- 
social  question  of  some  importance 
whether  a  primary  necessity  of  life 
should  be  protected  by  a  tarifiF,  the 
burden  of  which  would  fall  on  the 
masses.  This  dass  of  producers  might 
more  profitably  direct  their  attention, 
it  would  seem,  toward  advocating  the 
elimination  of  excessive  duties  on 
manufactured  articles  into  which  their 
raw  materials  go.  Their  efiForts  in 
that  direction  not  only  would  help  to 
sustain  the  e2^)ort  demand  for  their 
own  products  and  benefit  the  general 


situation,  but  also  would  make  the 
returned  manuf actiued  articles  avail- 
able to  themselves  at  lower  prices. 

If  the  tarifiF  is  to  be  rebuilt  with  a 
view  to  securing  the  maximum  revenue 
possible,  due  regard  must  be  given  to 
its  relation  to  the  income  taxes  and  a 
firm  foundation  should  be  laid  for  future 
foreign  trade  with  a  minimum  of  pro- 
tection given  to  those  certain  few  essen- 
tial industries  which  can  present  par- 
ticular claims  of  an  indisputable 
character  for  tariff  consideration.  The 
amount  of  duty  to  be  levied  on  each 
commodity  would  require  individual 
analysis,  but  the  general  policy  mi^t 
well  be  to  impose  a  tariff  designed  to 
secure  as  much  as  the  trafiSc  would 
bear  without  materially  decreasing  the 
unit  volume  brought  in  or  placing 
manufacturers  dependent  upon  im- 
ports in  a  disadvantageous  competitive 
position.  It  is  quite  possible  that 
many  or  most  of  the  three  hundred  and 
sixty-three  articles  appearing  on  the 
free  list  of  the  Underwood  TarifiF 
should  carry  import  duties  for  revenue 
purposes.  In  any  event  under  the 
program  suggested,  sugar,  wool,  coffee, 
tea,  rubber,  furs,  hides,  silk,  cocoa, 
vegetable  oils,  spices,  hemp,  flax,  long 
staple  cotton,  nitrates,  potash  and 
other  minerals  imported  through  neces- 
sity, tropical  fruits,  hard-wood  lum- 
bers, and  other  largely  non-competing 
raw  products  would  be  among  the 
commodities  taxed;  likewise  perfumes, 
diamonds,  cutlery,  tobaccos,  silk  man- 
ufactiued  goods,  china  and  fine  glass- 
ware, and  other  articles  of  the  luxury 
class  would  be  included.  In  the  case 
of  dye-stuffs,  and  perhaps  a  few  classes 
of  manufactured  goods,  where  indus- 
tries have  been  established  in  a  large 
way  with  the  aid  of  a  tariff  and  the 
question  of  the  immobility  of  labor 
enters  into  the  situation,  if  some  pro- 
tection were  accorded  temporarily,  the 
exception  made  would  have  the  virtue 
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at  least  of  yielding  additional  revenue, 
pending  a  readjustment  of  such  indus- 
tries which  would  place  them  in  a  posi- 
tion, unprotected,  to  compete  in  the 
markets  of  the  world  on  an  equal 
basis. 

The  tari£fs  being  instituted  or  re- 
vised upwards  by  many  foreign  coun- 
tries of  late,  offer  an  opportunity  for 
the  United  States  to  show  business 
sagacity  and  statesmanship  of  the 
first  order  by  refusing  to  retaliate,  at 
least  for  the  time  being.  To  retaliate 
would  only  complicate  the  situation 
and  place  the  country  in  an  even  less 
favorable  position  for  securing  pay- 
ment of  its  foreign  accounts  and  for 
providing  future  markets  for  its  export- 
able surplus.  The  losses,  sustained 
during  the  past  two  years  by  exporters 
in  this  country  ought  to  offer  si^cient 
proof  that  a  sale  of  commodities  for 
which  no  payment,  or  only  partial 
payment,  is  made  leads  to  embarrass- 
ment or  ruin  in  foreign  as  well  as 
domestic  trade.  The  foreign  tariffs 
in  most  instances  are  being  levied  on 
non-essentials,  as  no  government  can 
hope  to  stand  which  compels  a  dis- 
couraged citizenship  to  pay  an  unneces- 
sary tax  upon  products  essential  to 
a  country's  economic  well-being.  If 
in  addition  some  revenue  is  raised 
through  tariffs,  the  country  benefited 
is  to  that  extent  in  a  better  position  to 
liquidate  its  foreign  obligations.    In 


that,  the  United  States  should  have  a 
genuine  interest,  unless  it  prefers  to 
tax  its  citizens  indefinitely  to  pay  the 
coupons  of  the  liberty  bonds  offsetting 
its  loans  to  foreign  governments; 
Furthermore,  it  is  perhaps  quite  con- 
ceivable that  a  creditor  nation  of 
influence  will  be  in  a  position,  if  neces- 
sary, to  ask  and  receive  relief  for  any 
of  its  industries  which  are  subject  to 
unjust  discrimination  with  respect  to 
tariffs  imposed  on  the  same  commodi- 
ties imported  from  other  countriesi 
The  adc^tion  of  a  policy  of  n<m- 
retaliation  might  lead  quite  naturally 
to  the  ultimate  solution  of  the  tariff 
problem  which,  undoubtedly,  is  to  be 
found  in  the  negotiation  of  special 
trade  treaties,  either  between  nations 
or  through  a  centralized  agency  made 
up  of  the  nations  of  the  world,  based 
upon  the  prindple  of  equality  oi 
treatment.  The  inqiossibility  erf  es* 
tablishing  reliable  comparative  values 
at  present  and  international  political 
complication,  however,  require  the 
postponement  of  that  method  of  solu^ 
tion  until  world  conditions  have  be-^ 
come  sufficiently  stabilized*  to  permit 
analysis.  Confronted  with  such  a 
situation  and  facing  a  deficit  larger 
than  the  total  pre-war  federal  budget, 
the  interests  of  the  nation  at  large 
seem  to  lead  to  a  tariff  designied  pri*' 
marily  to  provide  revenue,  and  to  aid 
rather  than  hinder  its  toteiga  trade. 
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The  Need  for  a  Procedure  of  Budgetary  Control  to  Make  Strong 

Leadership  Consistent  with  Prevailing  Ideals  of  Justice — 

An  Essential  to  Efficienct 

By  Frederick  A.  Cleveland 
Fhtfeasor  of  United  States  Citiienahip  on  the  Mazwdl  Foundatioii,  Boston  University;  Some- 
time Chairman  of  President  Taft's  Commission  on  Economy  and  Efficiency  which  woriced  out  the 
budget  procedure  recommended  by  him  for  adoption  by  Congress 

THE  problem  of  democracy  is  to 
find  the  institutional  means  of  rec- 
oncilingeffidency  with  popular  concepts 
of  justice — efficiency  for  group  adiieve- 
ment  with  justice  in  sharing  the  bene- 
fits. Efficiency  demands  strong  execu- 
tive leadership.  Justice  demands  an 
institutional  means  of  appeal  to  group 
conscience.  The  demand  for  reconcile- 
ment has  given  us  the  most  funda- 
mental tenet  of  the  world's  prevailing 
political  faith — ^the  principle  of  popular 
sovereignty. 

The  mechanics  of  democracy  have 
now  developed  to  a  point  where  thechief 
interest  centers  in  a  device  adapted 
to  making  popular  control  effective 
without  interfering  with  efficiency. 
The  principle  has  long  been  known  and 
used — ^that  of  '' economic-blockade'* — 
but  the  institutional  means  have  been 
at  fault.  It  has  been  with  a  view  to 
making  this  principle  effective  that 
budgets  and  budget  procedures  have 
been  and  are  now  being  devised. 

Food  for  thought  may  be  gathered 
from  Emil  Faguet's  much  read  volume, 
the  English  translation  of  which  bears 
the  opprobrious  title  "The  Cult  of 
Incompetence" — opprobrious  in  that 
it  is  used  as  a  paraphrase  for  "democ- 
racy." 


"The  Cult  of  Incompbtencb" 

Introducing  his  essay  with  Mon- 
tesquieu's generalization  that  the  con- 
trolling spirit  of  monarchy  is  honor^  of 


despotism  fear  and  of  republics  virtue 
or  patrioHam,  but  that  each  may  fafl 
by  having  too  much,  Faguet  lays  down 
the  proposition  initially  thatdemocracy 
is  rendered  incompetent  by  too  mudi 
of  what  the  people  conceive  to  be  virtue 
— ^by  reason  of  conceptions  that  are 
essentially  democratic  but  in  the  nature 
of  things  opposed  to  efficiency. 

Starting  from  these  general  ideas  [those 
of  Montesquieu]  I  have  wondered  what 
principle  democrats  have  adopted  for  the 
form  of  government  which  they  favor  [i^, 
the  principle  underlying  our  constitutioos]. 
And  it  has  not  required  great  effort  <m  my 
part  to  arrive  at  the  condusiim  that  the 
principle  in  question  is  the  worship  and 
cultivation,  or,  briefly,  the  "Cult"  <rf  in- 
competence or  inefficiency,     (p.  14.) 

Faguet's  argument  in  support  of 
this  proposition  is  that  the  morality 
of  democracy  is  unsound,  and  by  rea- 
son of  this  it  is  incapable  of  or  rather 
unwilling  to  permit  the  development 
of  the  institutional  agencies  that  are 
effective. 

Because  this  assumption  is  not  un- 
common nowadays,  it  is  worth  while  to 
review  the  evidence  and  the  argument 
made  use  of  to  convince  the  reader. 
A  careful  perusal  of  the  text  discloses 
that  the  evidence  relied  on  is  a  miscel- 
laneous assortment  of  historic  happen- 
ings, which  he  sums  up  in  the  sentence: 
"It  is  intellectual  incompetence  and 
moral  incompetence  which  is  sought 
instinctively  in  the  people's  choice." 
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If  possible  it  is  more  than  this.  The 
people  favor  incompetenoe,  not  mily  be- 
cause it  looks  on  moral  competence  from 
the  wrong  point  of  view,  but  because  it 
desires  before  everything,  as  indeed  is  very 
natural,  that  its  representatives  should 
resemble  itself. 

So  far  as  logic  is  relied  on  in  his  ap- 
peal to  reason,  his  syllogism  is  this: 

First  Premise  {assumed^  not  stated): 
The  purpose  of  political  organization 
being  to  enable  its  membership  to  avail 
itself  of  the  benefits  of  cooperation — 
the  competence  of  a  group  to  achieve 
its  objectijres  depends  on:  (1)  a  sound 
morality — a  morality  which  will  prove 
effective  as  a  bond  of  union,  and  (2)  spe- 
eioKxatUm — an  arrangement  of  the  per- 
sonnel through  organization  suited  to  the 
allotment  of  tasks  to  persons  especially 
qualified  by  training  and  experience. 

Second  Premise  (to  establish  which  the 
vokme  teas  written):  The  "Cult"  of 
democracy  is  opposed  to  both:  The 
morality  of  democracy  is  unsound;  its 
bond  of  union  prevents  speeiaHssation — 
operates  to  eliminate  the  competent 
from  the  public  service. 

Conclusion:  Democracy,  "The  Cult 
ot  Incompetence!"  Democracy  unfit 
to  survive! 

The  philosophy  of  democracy  is 
"unsound,"  he  tells  us,  because  "high 
morality  is  imputed  to  those  who  share 
the  dominant  passions  of  the  people"; 
and  in  representative  government "  the 
people  desire  .  .  .  that  the  rep- 
resentatives should  resemble  itself." 

In  organizing  the  public  service,  the 
people  fail  to  provide  themselves  with 
the  institutional  means  for  making  co- 
operation effective  because  "first  and 
last,  democracy  .  .  .  wishes  to  do 
eversrthing  itself."  And  when  "  forced 
by  historic  events  and  perhaps  by  neces- 
sity to  govern  by  delegates"  then  by 
the  same  token  "the  representative 
government  wishes  to  do  everything 
itself."     Democracy  excludes  compe- 


tent persons  from  service  and  in  its 
institution  building  refuses  to  provide 
for  "spedidization"  not  alone  because 
it "  imputes  high  morality  to  those  who 
share  the  dominant  passions  of  the 
people,"  but 

In  addition  to  this  sentimental  reason, 
is  another,  which  is  extremdy  important, 
for  it  goes  to  the  very  root  of  the  demo- 
cratic idea.  What  is  the  people's  one  de- 
sire when  once  it  has  been  bitten  by  the 
democratic  tarantula?  It  is  that  all  men 
should  be  equal.  .  .  .  Democnu^  b 
thus  led  •  .  •  irresistibly,  one  may  say, 
to  exclude  the  competent. 

This  thesis  so  ably  maintained  is 
important  not  alone  by  reason  of  the 
reception  given  to  Faguet*s  indictment 
but  because  it  seems  to  justify  an  at- 
titude and  practices  that  have  been  op- 
posed to  the  successful  working  of 
democratic  government  from  the  ear- 
liest times — an  attitude  and  practices 
that  are  responsible  for  the  very  hap- 
penings pointed  to  by  democracy's 
critics  to  prove  its  shortcomings. 

The  Fallacy  or  Faguet's  Reasonino 

Faguet's^fjt  fallacy  is  found  in  the 
falseness  of  the  assumption,  that  it  is 
"unsound"  to  impute  "high  morality 
...  to  those  who  share  the  domi- 
nant passions  of  the  people."  What 
are  these  dominant  pas^ons?  The  con- 
trolling emotion  among  all  peoples  at 
all  times  has  been  what  they  are  pleased 
to  call  "justice."  These  "dominant 
passions"  have  had  their  rise  in  moral 
sensibilities.  Seer,  prophet,  poet,  ar- 
tist, in  word,  color  and  song,  have  in- 
terpreted them,  and  found  sympathetic 
response;  and  the  harmonies  of  feeling 
thus  aroused  have  been  the  ties  that 
have  held  when  all  else  has  failed.  The 
strongest  bond  that  associate  groups 
have  known  is  the  common  impulse 
to  strive  for  the  right  and  to  unite  in 
opposition  to  that  which  is  thought  to 
be  socially  wrong.     The  sentiments 
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which  we  recognize  as  group  conscieiice 
and  which  find  expression  in  common 
phrase  as  ideals  have  proved  to  be  the 
only  sure  foundation  upon  which  great 
cooperative  institutions  may  be  built. 
It  is  insistence  on  these  ideab  and 
standards  for  judgment  that  is  charac- 
terized as  the  unsound  morality  of 
democracy— insistence  on  the  point 
that  those  who  are  entrusted  with  the 
exercise  of  powers  shall  be  inspirited 
with  a  desire  to  serve  and  thatin  service 
they  shall  exemplify  that  high  idealism 
which,  impersonated,  the  people  bow 
down  before  and  worship  as  their  God. 
This  is  the  morality  that  Faguet  finds 
it  necessary  to  challenge  in  order  to 
establish  his  conclusion. 

His  second  fallacy  is  found  in  reliance 
on  a  false  interpretation  of  history — 
his  unsupportable  fact-conclusion  that 
democracy  is  opposed  to  high  "  special- 
ization "  and  that,  by  reason  of  adher- 
ence to  the  ideal  of  equality,  competent 
p^*sons  are  excluded  from  public  serv- 
ice. The  very  opposite  is  true:  In 
response  to  the  impulses  and  demands 
of  democratic  constituencies  for  service, 
the  amoebic  type  of  institution  (the 
type  in  which  the  king  was  law-giver, 
judge  and  executive)  has  passed  out; 
and  in  its  place  democratic  govern-: 
ments  have  grown  to  be  the  most  com- 
plex, the  most  highly  specialized  of  all 
political  organisms.  And  the  further 
fact  is  to  be  noted  that  instead  of  the 
"cult"  as  such  putting  a  premium  on 
mediocrity,  the  greatest  leaders  of 
modem  time  have  grown  up  in  the 
service  of  democracy.  It  is  true  that 
men  of  commanding  ability  have  been 
exiled;  but  not  for  the  reasons  assigned. 
Demagogues  have  found  their  way  into 
public  favor,  but  not  because  the  people 
prefer  demagogues;  rather  because 
those  who  were  opposed  to  democratic 
ideals  in  practice  have  perverted  the 
institutional  means  deagned  to  protect 
the  people  against  demagogues. 


We  come  now  to  FagUet's  conclusion 
that  democracy  is  essentially  a  '^  cult  of 
incompetence"  and  is  unfit  to  survive: 
Not  only  has  he  failed  to  establish 
it  by  reasoning  process  that  such  should 
be  tiie  case,  but  the  empirical  judgment 
of  history  is  that  the  conclusion  is  false. 
History  tells  us  that  out  of  the  heroic 
struggles  within  and  between  politically 
organized  groups,  the  very  ones  whose 
institutional  right  to  exist  is  questioned 
have  been  the  ones  that  have  risen 
triumphant.  The  monarchies,  the 
aristocracies,  the  oligarchies,  and  all  of 
the  political  rubrics  established  on  the 
**isms'*  of  class  morality  and  class 
privilege  have  gone  down.  They  have 
not  only  been  "'weighed  in  the  balance 
and  found  wanting,"  but  they  have 
been  cast  off  by  society  while  democ- 
racy has  been  embraced. 

ESSENTIAUB  OF  CoOpERATION 


This  brings  us  to  these  positive  t 
tions — ^the  preachment  of  this  essay: 
That  the  essentials  of  effective  co5p- 
eration  are:  (1)  strong  executive  lead- 
ership, and  (£)  good-wiU  of  the 
cooperating  membership;  and  that 
democracy  as  a  cult  recognizes  these  as 
essentials  and  seeks  institutionally  to 
provide  for  them.  From  which,  if 
conceded,  the  conclusion  follows  that, 
insofar  as  there  has  been  incompetence 
or  inefficiency  (and  we  all  can  find 
much  of  it),  this  has  been  due  to  failure 
to  provide  an  institutional  means 
adapted  to  the  realization  of  ideals  or 
to  the  subversion  or  impairment  of 
the  institutional  means  of  achievement 
already  established. 

As  opposed  to  the  view  expressed  by 
Faguet,  it  is  asserted  that  democracy 
is  a  cult  upon  which  may  be  erected  a 
polity  capable  of  developing  the  high- 
est efficiency.  In  this  lies  the  strength 
of  democracy.  Recognizing  that  the 
purpose  of  political  associati<m  is  to 
enable  citizens  to  avail  themselves  of 
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the  benefits  of  co($peration,  recognising 
that  codperation  is  made  possible  only 
through  leadership  and  good-will,  1^ 
us  stop  a  moment  for  reflection.  Does 
democracy  provide  for  both?  Is  good- 
will necessary  to  strong  leadership? 
And  is  the  morality  of  democracy  such 
as  makes  for  good-will? 

Leadership  and  Good-Will 

Can  any  other  conclusion  be  drawn 
than  this:  That  democracy  stands  out 
above  all  others  as  the  cult  of  good- 
will? What  is  this  cult?  It  can  be 
smnmed  up  in  four  words;  "Service/* 
"Uberty,"  "equaUty,"  "brotherhood." 
In  the  meaning  of  these  four  words  are 
wrapped  up  the  ideals  that  form  the 
basis  of  the  social  ethics  of  democracy. 
The  most  fundamental  of  all  is  "serv- 
ice.'*  This  is  the  basis  of  all  of  the 
world's  highest  idealism.  In  its  widest 
application  it  is  the  very  soul  of 
patriotism — it  is  the  standard  in  the 
weights  and  measures  used  by  democ- 
racy for  all  its  individual  and  group 
valuations.  Present-day  interpretation 
compels  a  morality  that  carries  with 
it  the  notion  that,  on  the  day  of 
judgment  and  at  all  times  when  choice 
is  to  be  made,  service  to  one's  fellows 
must  stand  above  self.  When  applied 
to  the  whole  group,  the  moral  concept 
"service"  is  expressed  in  terms  of 
"brotherhood." 

"Service"  speaks  in  terms  of  duty. 
In  order  that  this  concept  itiay  have 
an  i^peal  binding  on  the  conscience, 
however,  th^  must  be  a  class  vision 
ot  corresponding  rights.  A  conunon 
consciousness  of  ri^t  which  we  call 
"justice,"  therefore,  asserts  that  the 
politically  OTganized  community  shall 
be  "free," — ^this  freedom  being  condi- 
tioned only  by  the  concept  of  "equal- 
ity." Under  conditions  of  inequsJity, 
enforced  through  institutionalrestraint, 
"liberty"  was  first  given  a  negative 
meaning.    But  with  slavery  abolished. 


the  concept  of  Kbarty  is  interpreted  as 
"the  right  of  self-determination,"  and 
thus  is  given  an  unselfish  significance! 
By  "the  right  of  self-determinatibn" 
is  meant  the  right  of  the  individual  to 
choose  what  service  he  shall  undertake 
to  render  to  the  group— the  right  of 
each  member  to  choose  his  own  careet 
and  make  the  most  of  it  so  long  as  he 
chooses  to  do  something  that  is  service- 
able. Thus  the  only  restriction  to  be 
I^aced  on  the  individual  is  the  broader 
right  of  society — a  concession  to  good- 
wfll— the  right  of  the  group  to  decide 
what  is  serviceable  and  what  is  not# 
The  only  restriction  imposed  on  the 
individual  is  that  he  shall  gain  his 
liberty  through  the  service  gate:  that 
he  shall  gain  his  freedom,  economic 
and  spiritual,  by  service  to  others. 

Thus,  adopting  this  view  of  liberty, 
only  those  who  are  not  sodal-minded 
are  not  free.  Democracy  sets  up  no 
barriers  to  self-determination  except 
against  those  who  claim  for  themselves 
privileges  which  are  not  accorded  to 
others,  or  who  assume  that  their  own 
judgment  of  right,  warped  as  it  must 
be  by  self-interest,  is  superior  to  the 
group  consdence.  As  against  this 
holier-than-thou  attitude,  democracy 
weaves  into  its  moral  fabric  its  ideal 
of  equality — ^that  each  shall  have  an 
equal  right  erf  self-expression,  an  equal 
right  to  appeal  to  the  group  consci^ce, 
and  an  equal  opportunity  to  achieve 
success  in  whatever  specialized  field  of 
service  to  his  fellows  he  may  choose. 

Idbai^  of  Democracy 

It  is  clear  also  that  this  fundamental 
morality  in  the  interest  of  establishing 
and  nniiiitji.ining  good-wfll  carries  to  all 
the  institutional  organs  and  agencies  of 
democracy — ^to  its  leaderships  and  itd 
foUowings,  to  the  individual  members 
and  to  "the  people"  as  a  political  ag- 
gr^ate.  Making  practical  application 
(rf  this  concept  of  social  justice  to  eveiy- 
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day  aflPain,  democracy  insists  that  the 
associate  group  **the  people*''  shall 
have  the  right  by  well-considered 
majority  opinion  to  decide  not  only 
what  is  serviceable  and  what  is  not,  but 
also  what  services  shall  be  left  to  indi- 
vidual initiative — ^and  also  what  serv- 
ices shall  be  rendered  by  its  common 
agency,  the  government.  Having  de- 
cided that  certain  services  can  best  be 
rendered  by  its  common  service  organ, 
the  government,  it  insists  that  society 
served  shall  determine  what  shall  be 
performed  by  national,  state  and  local 
agencies,  and  how  each  shall  be  or- 
ganized. 

And  with  respect  to  that  broad  do- 
main left  to  private  initiative,  it  in- 
sists that  it  is  for  society  to  decide 
what  may  be  performed  by  corporate 
and  what  by  non-corporate  agencies — 
whether  eleemosynary  or  those  engaged 
in  profit-taking;  what  shall  be  regulated 
as  public  utilities;  what  shall  be  left 
to  private  competition  made  effective 
through  bargaining;  what  services  left 
to  private  barguning  shall  have  pro- 
fessional and  technical  qualifications 
prescribed  to  insure  efficiency;  what 
shall  be  regulated  in  order  to  protect 
health  and  provide  for  safety;  what 
provision  shall  be  made  to  prevent 
profiteering  through  capitalistic  mo- 
nopoly and  control;  what  shall  be  the 
content  and  qualifications  given  to 
individual  property  rights  and  trustee- 
ship. 

In  fact,  every  institution  and  agency 
of  cooperation,  whether  private  or 
public,  must  come  within  the  rule 
of  serviceability — all  private  arrange- 
ments, and  all  the  agencies  developed 
must  gain  their  status  and  come  under 
the  rule  of  democratic  justice;  a  rule  of 
justice  which,  being  established  by  the 
people,  leaves  no  social  reason  for  ill- 
will — ^provided  it  leaves  to  each  indi- 
vidual the  institutional  means  of  ap- 
peal to  the  consciousness  of  right  and 


wrong  in  the  conununity.  There- 
fore, whatever  is  the  judgment  ot  the 
group  fairly  arrived  at,  there  is  no 
cause  for  ill-will. 

Orqanization  fob  Efficienct 

Further  observation  is  to  be  made 
that  democracy  in  its  institutions  has 
adopted  the  only  polity  that  provides 
for  establishing  and  maintaining  good- 
will. This  is  the  meaning  of  the  **  folk- 
mote"  and  the  representative  system. 
Adopting  the  principle  oi  popular  sov- 
ereignty as  a  means  of  giving  expres- 
sion to  the  right  erf  "the  people"  to 
rule,  it  has  been  necessary  to  develop 
in  the  body  politic  organs  of  vdUion  as 
wdl  as  organs  of  actum;  and  democracy 
hasdeveloped  specialized  organs  of  pop- 
ular perception,  resolution  and  control 
as  distinguished  from  those  for  service. 
To  this  end  democracy  has  recognized 
the  fact  that  an  associate  group  can 
not  think,  can  not  find  out  what  its 
feelings  are,  can  not  have  a  common 
opinion  or  a  common  will  without  lead- 
ership; and  so  democracy  has  devel- 
oped in  its  institutions: 

(1)  Organs  for  leadership  in  delibera- 
tion, criticism  and  discussion — reaching 
out  for  group  consciousness  of  right  or 
justice. 

(2)  Organs  for  leadership  and  disci- 
pline in  cooperate  action — ^reaching 
out  for  achieving  objectives  throng 
team-work. 

As  in  the  human  body,  the  organs 
for  deUberation  must  be  independent 
of  the  organs  of  motorization — both 
being  subservient  to  the  wilL  And 
as  a  means  of  making  popular  sover- 
eignty— ^the  will  of  the  people — ef- 
fective without  detracting  from  the 
strength  ci  leadership  or  interfering 
with  the  discipline  and  teamwork  relied 
on  for  efficiency  in  action,  democracy 
has  undertaken  to  inhibit  all  interfer- 
ence with  the  doers  on  the  part  oS  the 
determiners  except  to  approve  or  dis- 
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approve  oi  the  objectives  with  respect 
to  which  power  is  to  be  developed  and 
used.  Thus  the  deliberative  and  the 
executive  brandies  are  made  independ- 
ent ci  eadi  other.  To  the  executive  is 
given  all  powers  of  action;  to  the 
deliberative  branch  control  over  sup- 
plies and  to  put  into  the  hands  of  the 
determiners  control  over  supfdies — con- 
trol over  the  purse.  It  has  been  the 
confusion  of  these  two  functions  that 
has  led  to  incompetence.^ 

EcoNoiac  Control 

It  is  quite  ai^>aient  that  the  repre- 
sentative, deliberative,  determining  or- 
gan ci  conscience  in  the  body  politic 
could  not  control  those  to  whom  have 
been  entrusted  the  direction  and  use  oi 
its  organized  and  disciplined  forces 
(military  and  civil)  in  any  other  man- 
ner than  that  of  "^economic-blockade" 
without  upsetting  the  whole  institu- 
tional   arrangement    and    destroying 

^  In  support  of  the  allegation  that  this  '^cuH'* 
of  doDOcncy  has  driven  the  most  competent  as 
leaden  out  of  public  service,  Faguet  Idls  us  that 
men  of  commanding  ability  have  no  alternative 
other  than  to  oigage  th^  talents  in  private 
business.  What  do  we  find  in  the  services 
thus  provided  for  by  society  to  make  them  at- 
tractive to  leaders  who  are  not  attracted  to  serv- 
ice in  the  government?  What  do  we  find  in  the 
conception  and  morality  of  these  private  under- 
takings that  makes  them  different?  We  find  that 
all  the  sisable  private  undertakings  are  member- 
ship bodies — ^partnerships  or  corporations;  that 
corporations  in  organic  acts  provide  for  "spe- 
cialization" while  partnerships  are  "non-special- 
ised" brotherhoods;  that  in  corporations  which 
are  held  up  as  having  reached  a  high  mark  of 
efficiency,  the  leaders  are  chosen  by  the  members; 
that  in  form  these  corporations  provide  the  same 
organs  for  membership  c(mtrol  and  for  action  as 
do  those  established  by  the  people  for  common 
service  without  profit.  Hieir  differences  lie: 
(1)  in  the  qualifications  for  membership — mem- 
bership which  in  private  corporations  is  limited 
to  a  dollar  aristomcy;  and  (2)  in  the  selfish  in- 
ducement held  out  to  the  "members"  and  man- 
agers by  way  of  "profits,"  giving  them  a  ri^t  to 
speculate  in  the  services  of  others  thus  drawing 
aline  in  right  and  opportunity,  between  "capi- 
tal" and  "labor."    By  giving  control  to  those 


the  good-will  of  the  members.  The 
effectiveness  of  this  form  of  ""  moral 
suasion"  finds  illustration  in  the  W(»:ld 
War.  This  was  the  weapon  whidi  the 
Allies  sought  to  use  against  the  organ- 
ized Central  Powers.  But  in  order  to 
make  its  '* economic-blockade"  suc- 
cessful, it  was  necessary  to  control  all 
of  the  shipping  <rf  the  world — ^the  inter- 
national carriers  of  supplies. 

The  device  resorted  to  as  a  means  of 
accomplishing  this  end  without  taking 
over  the  ships  themselves  or  interfering 
with  the  discipline  of  a  sin^e  one  ct 
the  ships*  crews  was  to  set  up  a  repre- 
sentative *^  allied  council,''  that  sat  at 
London*  to  control  *'the  bimker  inrivi- 
lege."  This  council  was  given  control 
over  all  of  the  coal-bunkers  and  other 
stations  where  ocean-going  vessds 
could  get  supplies.  Then  this  *^  coun- 
cil" issued  an  order  to  the  effect  that 
before  any  master  would  be  given  the 
privilege  to  coal  and  take  on  othar 
needed  supplies  he  must  give  satis- 
factory account  of  his  last  trip  and 
explain  his  plan  and  purpose  for  the 
next  one.    II  he  could  do  this  in  such 

associates  commonly  called  "capitalists"  and 
permitting  their  "manager"  to  buy  the  services 
rendered  to  society  by  "labor"  at  the  lowest 
possible  cost,  then  to  sell  the  product  at  the 
highest  price  obtainable — ^there  is  a  constant 
inducement  to  exploit  both,  the  laborer  and  the 
public.  Hie  result  has  not  been  whole-souled 
cooperation,  but  "strife."  At  best  cooperation 
has  been  only  half-hearted,  for  the  first  fruit  of 
this  kind  of  traffic  has  been  loss  of  the  good-wiH. 

And  how  has  this  loss  of  the  good-will  of  the 
workers,  and  not  infrequently  of  the  public» 
affected  the  success  of  those  large  privat^y  con- 
ducted services?  Have  they  been  outstanding 
successes?  Some  of  them  have  succeeded  in 
gaining  large  profits  for  their  leaders  and  for  the 
dollar  aristocracy  that  was  given  the  standing 
of  "members."  But  in  the  long  run  most  of  them 
have  gone  the  way  of  the  political  oligardiies  and 
aristocracies  that  left  out  of  account  the  need 
for  the  continuing  good-will  of  the  whole  coop- 
erating group. 

Not  only  haa  their  record  been  one  of  high 
institutional  mortality,  but  we  find  that,  however 
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a  maimer  as  to  retain  tbe  good-will  of 
£he  *'oomicil»''  well  and  good.  He 
would  have  aiq>r(qmated  to  him»  and 
was  ** privileged''  to  draw,  tbe  neces- 
sary supplies.  But  if  he  could  not,  if 
he  failed  to  obtain  or  retain  the  good- 
will of  the  "council"  he  had  nothing 
to  do  but  resign  or  tie  up  the  ship. 
For  lack  of  supplies  the  company  could 
not  move  the  ^p  until  a  captain  was 
put  in  charge,  in  whom  the  *^ council'' 
had  confidence. 

Fbocbditbe  of  Enfobcement  of 
"  Economic-Blockadb" 

The  instrument  designed  for  making 
control  over  '"economk-blockade"  ef- 
fective in  the  hands  of  the  rqnesenta- 
tive  appropriating  branch  of  modem 
democratic  governments  is  known  as  a 
budget.  And  the  procedure  used  is 
what  has  come  to  be  known  as  budget 
procedure.  The  essentials  of  a  budget 
procedure  adapted  to  making  control 
ovor  executive  leadership  and  action 
effective  are: 

(1)  That  the  executive  (the  one  who 

able  one  or  another  leader  may  have  been,  the 
coit  and  waste  of  this  type  of  autocratic  organi- 
lation  in  business  has  been  far  greater  than  the 
cost  and  waste  of  all  the  wars  for  democracy,  plus 
the  entire  costs  (not  to  say  waste)  of  both  mili- 
tary and  dvil  establishment.  Instead  of  working 
for  the  conservation  of  material  and  human  re- 
sources, the  losses  to  "capital"  alone  have  been 
little  short  of  the  most  wasteful  of  all  political 
undertakings.  For  example,  the  losses  to  "cap- 
ital" due  to  business  "reverses"  in  the  period 
immediately  following  the  Civil  War  were 
greater  than  the  cost  of  the  war.  Consider  also 
that  most  of  the  military  strug^es  have  been 
provoked  by  this  feudal  rivalry.  Consider  also 
that  the  loss  and  waste  to  the  "non-members," 
(the  workers)  has  far  exceeded  the  losses  to  the 
dollar  aristocracy . 

It  may  be  urged  that  the  losses  to  "capital" 
were  not  a  social  loss,  because  the  bankruptdet 
and  reorganizations  did  not  destroy  natural 
resources,  plants  and  tools.  But  the  loss  to  the 
workers  from  shut-downs,  dislocations  and  the 
other  upsetting  circumstances  of  business  feuds 
and  misadventures  resulting  in  unempk^yment 


is  to  be  held  accountable  for  executicm 
of  the  plan,  the  one  whose  action  is  to 
be  controlled)  must  be  the  one  to  i»e- 
pare,  explain  and  defend  the  budget 
to  the  members  of  the  ai^ropriating 
body. 

(i)  That  this  explanaticm  and  the 
inquiry,  criticism  and  discussion  relat- 
ing to  it,  shall  be  in  si^t  and  hearing 
of  all  those  who  are  to  vote  on  the 
question  of  supplies. 

(3)  That  the  appropriating  body 
shall  withhold  support  until  a  majority 
of  the  membership  and  the  executive 
can  reach  an  agreement  as  to  what 
cotuse  shall  be  taken. 

(4)  That  in  case  an  agreement  can 
not  be  reached  between  the  executive 
leader  and  a  majority  of  the  appro- 
priating body,  provision  must  be  made 
for  i^peal  to  thepeopleonthe  questions 
or  issues  involved. 

Hie  first  three  oi  these  requirements 
are  essential  to  the  effectiveness  <rf 
any  form  erf  *' economic-blockade*' — 
the  intelligent  use  erf  control  over  the 
purse  by  a  body  or  council  independent 

has  been  a  social  loss.  The  loss  in  working  force 
due  to  lack  of  good-will,  the  cost  of  the  human 
turnover,  inanition,  disloyalty,  opposition  to 
discipline  and  sabotage  in  industries  managed 
on  a  basis  which  has  ignored  good-will;  can  not  be 
estimated.  And  what  have  been  the  social  re- 
sults of  this  kind  of  organization  and  leadership? 
Sixty-five  per  cent  of  all  the  wealth  is  in  the 
hands  of  two  per  cent  of  the  people.  Only  thirty- 
three  per  cent  of  the  people  have  a  ratable  share 
and  these  are  largely  farmers.  Sixty-five  mil- 
lion people  in  this  the  most  productive  of  all 
countries  are  within  a  few  days  of  the  bread-lines. 
Tliese  are  the  results  that  give  color  to  appeal 
for  justice  which  upset  the  morale  of  industry, 
and  cause  men  to  lose  faith  not  alone  in  "coi- 
tal "  but  in  the  private  institutions  as  welL  Tliere 
is  nothing  in  the  public  institutions  commented 
on  favorably  by  Faguet  and  others,  to  carry  con- 
viction that  they  are  to  be  patterned  after  in 
our  out-reaching  for  efficiency.  And  the  more 
forward-looking  industrial  managers  are  coming 
to  recognize  the  need  for  adopting,  in  the  inter- 
est of  industrial  cooperation,  the  morality,  the 
ideals  and  even  the  methods  of  democratic  con- 
trol as  a  means  of  conserving  good-will. 
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of  the  ^cecutive;  the  fourth  requisite  is 
necessary  to  a  democracy,  because  it  is 
only  through  the  operation  ci  such  a 
principle  that  the  controlling  process 
can  reach  to  and  secure  the  good-will  of 
the  people.  Anything  short  of  this 
must  result  in  the  domination  of  the 
government  by  an  irrespcmsible  oli- 
garchy. The  loss  of  good-will  that  has 
obtained  in  democratic  states,  the 
oflScial  incompetence  and  the  ineffi- 
ciency that  have  crept  into  their  gov- 
ernments have  been  due  to  failure  to 
adhere  to  these  principles  of  constitu- 
tion-malm^, failure  to  provide  for  pro* 
cedures  necessary  to  making  economic 
control  over  executive  leadership 
cflfective. 

Objbctivb:  Good-Will 

In  France,  instead  of  making  the 
prime  minister  responsible  for  prepar- 
ing, explaining  and  defending  the  serv- 
ice program  which  he  is  called  upon  to 
administer  and  for  which  supplks  are 
asked,  this  is  taken  over  by  a  **  budget 
commission'*  made  up  of  members 
of  the  appropriating  body  who  had 
been  selected  by  lot.  The  effect  of  this 
has  been  to  shift  responsibility  for  lead- 
ership and  to  confuse  the  fimctions  of 
review,  criticism  and  deliberation  on 
moral  questions  with  those  of  action;  it 
impairs  discipline  and  interferes,  with 
efficiency,  causing  ^budget-making'* 
to  be  a  matter  of  patronage;  further- 
more, it  operates  to  deprive  the  people 
and  their  representatives  of  the  knowl- 
edge necessary  to  the  intelligent  exer- 
cise of  popular  control. 

In  England  under  Gladstone,  a 
method  was  worked  out  suited  to  the 
effective  dramatization  of  the  work  and 
program  of  the  government  for  which 
support  was  asked  (a  procedure  adapted 
to  conserving  the  good-will  of  the  na- 
tion); but  ^* party"  organization  and, 
since  1914,  the  **  coalition  "  has  rendered 
this  procedure  ineffective.  In  Canada, 


the  critical  faculties  of  the  dominion 
parliament  and  the  critical  faculties  oi 
the  several  provincial  parliaments  have 
been  taken  over  and  subordinated  to 
the  executive  whose  action  and  pro- 
posals are  to  be  brought  under  review. 
In  the  United  States,  executive 
leadership  has  been  made  subservient 
to  ** standing  committees"  which  in 
turn  have  been  controlled  by  "  leaders  " 
who  have  no  place  or  responsibility  in 
either  branch  of  the  government.  The 
controlling  body  itself  in  order  to  pro^ 
tect  its  own  "invisible"  and  "irre- 
sponsible" leaderships,  has  refused  the 
executive  the  right  to  come  before  it 
while  sitting  as  a  reviewing  and  appro- 
priating body.  All  the  service  plans 
and  expenditures  have  been  secret 
arrangnnents.  And  now  under  the 
guise  and  name  of  a  "budget  proced- 
ure," it  is  proposed,  and  it  seems  prob- 
able that  measures  will  be  passed  by 
the  next  congress,  to  ^ve  legal  sanction 
and  increased  power  to  the  chairman  of 
these  "standing  committees"  by  con* 
stituting  them  a  "super-committee," 
an  arrangement  which  can  have  no 
other  effect  than  to  make  "invisible" 
and  "irresponsible"  leadership  in  the 
government  more  powerful  and  offen^ 
sive  to  the  people  than  ever  before. 
So  long  as  this  system  prevails,  the 
voice  of  the  electorate  can  be  no  more 
effective  or  constructive  than  a  voice 
of  protest;  the  prevailing  spirit  of  the 
people  must  be  that  of  ill-will. 

Conclusion 

The  principle  of  "economic-block- 
ade" is  not  an  invention  of  democracy. 
It  has  been  the  institutional  method 
of  control-without-violence  from  the 
beginning  of  time.  It  has  been  the 
principle  through  which  paternalism 
(both  benevolent  and  malevolent)  has 
operated  and  is  still  operating  to  jnain- 
tain  its  leadership.  It  has  been  to 
establish  an  economic-blockade,  which 


Digitized  by 


Google 


286 


The  Annals  of  the  Amsbican  Acadbmt 


would  prove  effective  for  the  ends  and 
purposes  of  the  dominant  leadership, 
that  wars  and  industrial  strife  have 
been  carried  on.  The  contribution  of 
democracy  to  the  world's  progress  has 
been  to  provide  the  machinery  whereby 
leadership  may  be  made  subservient 
to  prevailing  concepts  of  justice;  and, 
in  the  institutional  outreachings  of 
democracy  through  its  experiences  to 
achieve  this  purpose,  it  has  asserted 
and  sought  to  gain  the  right  of  eco- 
nomic-blockade. Therefore,  the  instru- 
mentalities through  which  society  has 
insisted  that  this  right  shall  be  exer- 
cised have  been  its  institutions  for  jus- 
tice; its  institutions  for  the  arbitration 
of  controversies  between  persons  and 
groups  with  the  conscience  crfthenation 
as  arbiter;  its  courts  and  its  r^resenta- 
tive  assemblies  to  whichhave  been  given 
the  right  to  control  the  wealth  and  re- 
sources of  the  whole  political  society 
and  its  members. 

But  to  make  these  establishments 
effective  for  justice  it  has  been  found 
necessary:  (1)  to  bring  the  leaders 
(the  ones  whose  acts  or  proposals  are 
made  the  subject  of  review)  before  the 
court  in  order  that  they  may  be  con- 
fronted by  their  critics  and  accusers; 
(2)  to  provide  for  a  fair  trial  based  on 
evidence  and  not  on  gossip  or  rumor  or 
ex-parU  statements  and  i^peals;  (3) 
to  have  these  proceedings  conducted 
in  the  open  so  that  the  whole  associate 
membership  can  '"listen  in."  ''Star 
Chamber"  trials,  or  decisions  reached 
by  "diplomacy"  or  othe"  secret  meth- 
ods, can  have  but  one  purpose:  to  use 
the  machinery  of  "economic-blockade" 
for  selfish,  non-social  ends — a  perver- 
sion of  the  institution  set  up  in  the 
name  of  justice  in  the  interest  of 
"patronage"  and  "spoils." 

The  political  and  social  unrest  of 
today,  tiie  want  of  confidence  in  lead- 
ership, the  waste  and  inefficiency  in 
both  public  and  private  service,  the 


questioning  oi  ideals  and  institutions — 
all  these  are  the  results  of  methods 
employed  to  defeat  the  ends  and  pur- 
poses of  democracy.  Out  of  "secret 
diplomacy"  and  "closed-door"  meth- 
ods of  deciding  questions  of  public 
policy  by  negotiation  and  agreement 
between  members  of  "committees" 
who  assume  that  they  are  more  com- 
petent to  decide  what  is  best  than  are 
the  members  oi  a  representative  body 
commissioned  by  "the  people"  after 
full  hearing  and  fair  trial — out  ot  these 
methods  comes  ill-will;  for  when  as- 
sociate groups  lose  confidence  in  thdr 
leaders,  no  international  means  is 
provided  for  the  transfer  of  power  to 
others  whom  they  trust  and  there  is 
only  one  thing  that  can  be  expected, 
m.,  that  everything  possible  will  be 
done  to  undermine  the  authority  oi 
those  who  are  in  power.  All  this 
makes  for  inefficiency  and  waste — ^the 
waste  of  loss  of  dbcipline,  loss  of 
sabotage,  revolution — ^which  could  be 
obviated  by  providing  the  conditions 
favorable  to  effective  cooperaticm. 
Unless  and  until  methods  of  control  are 
provided  whereby  those  who  are  dis- 
trusted may  be  forced  to  retire  in  favor 
of  leaders  who  are  trusted,  the  people 
will  not  consult  to  any  arrangement 
which  makes  for  increased  competence, 
and  political  action  can  not  have  a 
constructive  objective. 

Conversely,  when  provision  is  made 
for  executive  leadership  in  planning 
as  well  as  in  the  execution  of  plans  by 
those  who  are  trusted,  there  are  no 
powers  which  people  wiU  withhold — 
constitution  or  no  constitution,  law  or 
no  law.  With  the  objective  to  be  gained 
clearly  in  mind  and  approved,  with  the 
good-will  of  the  whole  membership  of 
the  associate  group  back  of  its  leader- 
ship for  achievement,  every  institu- 
tional and  physical  obstacle  will  be  set 
aside  in  the  interest  of  efficiency. 

These  are  the  considerations  whidi 
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society  must  weigh  in  the  exercise  oi 
choice  between  institutional  alterna- 
tives for  control  over  executive  kad- 
ership»  via  "economic-blockade" — 
whether  applied  to  programs  of  national 
welfare  or  international  alliance  and  de- 
fense: Are  the  methods  and  procedures 
proposed,  or  in  use,  adapted  to  the 
maintenance  of  the  Sovereignty  of 
Good-WUlf  Are  they  adapted  at  once 
to  the  development  of  the  stnnigest, 
most  able  leadership  for  achievement 
that  can  be  found,  which  can  be  trusted 
— ^leadership  which  in  the  interest  of 


efficiency  is  endowed  with  all  power 
except  that  dl  control  over  supplies? 
Hie  further  development  of  the  mech- 
anisms dl  democracy  must  be  with  a 
view  to  the  utilization  of  strong  execu- 
tive leadership,  at  all  times,  making  it 
consistent  with  the  maintenance  iA 
good-will  by  a  procedure  of  economic 
control,  the  effect  dl  which  will  be 
to  enable  the  people  to  transfer  the 
scepter  of  power  from  one  strong  leader 
to  another  without  loss  of  institu- 
tional momentum  or  impairment  of 


Budget  Making  in  Philadelphia — ^Its  New 
Provisions  and  Operation 

By  Wright  Hofiman 
Instructor  in  EconomicB,  Univerrity  of  Pennsylvania 


ON  June  25,  1919  a  new  diarter 
for  the  city  of  Philadelphia  was 
approved  by  the  State  Legislature. 
Among  the  provisions  included  were 
important  dianges  in  budgetary  pro- 
cedure. Prior  to  that  time  both  the 
preparation  and  the  final  enactment 
of  the  budget  were  in  practice,  carried 
out  by  Councils,  and  as  such  would 
commonly  be  classified  as  a  legislative 
budget.  Under  the  provisions  of  the 
new  charter,  the  powers  of  the  Mayor 
have  been  enlai^^ed  and,  in  its  pr^ara- 
tion,  at  least,  the  financial  program, 
as  now  provided  for,  is  an  executive 
budget.  Tliough  sufficient  time  has 
not  elapsed  for  a  thorough  test,  a 
comparison  of  the  practice  thus  far 
with  the  provisions  may  prove  of 
interest. 

First  with  r^ard  to  the  requirements 
of  the  law.  On  or  before  October 
fifteenth  of  each  year  the  Mayor  is 
required  to  pr^>are  and  submit  to 
Council  the  budget  for  the  following 
year.    This  estimate  must  contain: — 


1.  A  statement  of  estimated  receipts  for 
the  following  year,  including  money  that 
it  is  proposed  to  borrow. 

2.  A  statement  of  liabilities  of  every 
kind  for  the  ensuing  year  designating  which 
are  to  be  met  from  current  receipts  and 
which  from  loan  funds. 

8.  A  statement  of  estimated  expendi- 
tures for  the  following  year  of  "all  depart* 
ments,  officers,  boards,  commissions,  trusts, 
committees,  or  other  agencies"  whose 
financial  requirements  are  to  be  met  from 
either  current  receipts  or  loan  funds  over 
which  Council  has  control. 

4.  A  statement  of  the  borrowing  capacity 
of  the  city. 

The  first,  second  and  fourth  statemaits 
above  are  furnished  to  the  Mayor  by 
the  City  Controller.  Tlie  statement 
of  estimated  expenditures  must  be 
made  up  by  the  Mayor  from  the  esti- 
mates supplied  him  by  the  various  de- 
partments, boards,  etc.,  and  can  be  re- 
vised by  the  Mayor  as  he  sees  fit.  It  is 
further  provided  that  the  form  of  the 
Mayor's  estimate  assubmitted  toCoun- 
dl  ^all  be  as  Council  may  determine. 
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For  tbe  consideration<rf  the  Mayor's 
(estimate,  Coimcil  has  until  December 
fifteenth,  or  two  months.  At  the  end 
of  that  time,  they  shall  have  passed,  in 
one  appropriation  ordinance,  the  finan- 
cial program  for  the  following  year, 
knd  shall  have  fixed  the  tax  rate. 
They  may  increase,  decrease,  insert  or 
strike  out  any  item  in  the  buc^t  as 
submitted  by  the  Mayor.  The  budget 
must  be  consid^^d  by  Council  ''in 
qpen  session,  affording  a  reasonable 
opportunity  to  officers  and  citizens  to 
be  heard  thereon."  After  the  enact- 
ment of  the  appropriation  ordinance, 
it  is  returned  to  the  Mayor  for  his 
signature.  He  may  veto  the  entire 
bill  or  any  ;tems  ot  parts  of  it,  and  the 
parts  disapproved,  if  they  are  to  be- 
come law,  must  be  passed  again  by 
Council  by  a  vote  of  three-fifths  of  idl 
the  members.  The  ordinance  thus 
enacted,  beginning  January  first  fol- 
lowing, becomel  the  financial  program 
for  that  year.  As  in  the  estimate  sub- 
mitted by  the  Mayor,  the  appropria- 
tion ordinance  must  contain  a  state- 
ment of  (1)  liabilities  of  every  kind, 
(2)  estimated  receipts  from  all  Sources, 
and  (3)  the  amount  and  character  of 
expenditures  to  be  made  by  the  various 
departments,  boards,  etc.  Two  further 
provisions  should  be  noted:  First,  that 
the  amoimt  of  expenditure  for  the 
year,  other  than  from  loan  funds,  must 
not  exceed  the  estimated  general  fund 
receipts  for  the  yeat;  second,  that 
appropriations  for  one  department  or 
board  can  not  be  used  by  another  de- 
partment. Council  may,  however,  by 
ordinance,  transfer  any  unencumbered 
balance  at  any  time  horn  one  item  of 
appropriation  to  another. 

The  above  provisbns  r^arding  the 
budget  went  into  effect  with  the 
adoption  of  the  new  charter  in  June 
1910,  but  the  other  provisions  of  the 
charter  did  not  become. effective  until 
January    first    following.    Important 


among  these  was  a  change  in  the  legis- 
lative branch  of  the  city  government 
from  a  large  bicameral  body  to  a  small 
single  body — a  council  of  twenty-<me 
members.  And,  although  the  Mayor 
in  the  fall  of  1919  prepared  the  budget 
estimate,  the  provisions  for  its  ccm- 
sideration  could  not  be  effective  until 
the  latter  reorganization  took  place. 
The  year  1920  is,  therefore,  the  only 
(me  in  which  the  budget  procedure  has 
followed  fully  the  new  law. 

Following  the  provisions  of  the  act, 
the  Mayor  on  October  18  of  last  year, 
submitted  to  Council  a  tentative  bud- 
get t(^ether  with  a  letter  of  transmit- 
tal. In  the  preparation  of  the  estimate, 
all  the  boaids,  departments  or  other 
bodies  of  the  city,  whether  under  the 
control  of  the  Mayor  or  not,  whose 
financial  requirements  were  to  be  met 
from  general  fund  receipts,  were  re- 
quired to  submit  their  requests  to  the 
Mayor.  Hie  original  requests  made 
to  him  totaled  $74,556,651.  As  no 
public  hearings  were  held  in  this 
preparatory  work,  the  details  of  the 
reductions  made  by  the  Mayor  are  not 
available.  Working  on  the  belief, 
however,  that  the  tax  rate  for  the 
following  year  should  not  be  increased, 
and,  as  the  total  of  these  estimates 
exceeded  the  revenues  (estimated  at 
the  current  rate)  by  fifteen  million 
dollars,  the  Mayor  asked  the  depart- 
ments to  reduce  their  requests  and, 
through  further  pruning,  the  budget  as 
finally  submitted  to  Council  was 
$64,945,450.  Of  the  $9,611,201  thus 
reduced,  the  Mayor  stated  in  his  letter 
transmitting  the  budget  to  Council 
that  $9,504,817  or  practically  all  of  the 
reductions  made  were  in  the  depart- 
ments over  which  the  Mayor  exercises 
control.  The  diarter  provisions,  howr 
ever,  give  the  Mayor  the  right  to  revise 
any  or  all  of  the  requests,  whether' 
directly  under  his  jurisdiction  or  not, 
although  in  the  budget  submitted  he^ 
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did  not  apparently  exerdse  that  priv- 
ilege in  those  departments  not  under 
his  control.  As  submitted  to  Council, 
therefore,  the  budget  was  still  five 
miUion  dollars  higher  than  the  Mayor 
believed  it  ought  to  be.  Suggesting  in 
his  letter  of  transmittal  certain  items 
which  he  thought  should  be  cut  down, 
the  Mayor  passed  on  to  Council  the 
task  of  final  reductions  which  he  should 
have  assumed. 

In  taking  up  the  consideration  and 
final  enactment  of  the  budget  by 
Council,  the  fact  should  not  be  over- 
looked that  the  task  of  really  cutting 
the  department  estimates  was  left  to 
that  body.  Though  the  charter  clearly 
provides  that  the  Mayor  is  to  submit 
a  budget  which  he  thinks  adequate  for 
the  following  year,  he  did  not  meet 
these  requirements  in  the  budget  which 
he  submitted.  The  departmental  re- 
quests had  been  reduced  by  the  Mayor, 
but  the  reductions  were,  in  the  main, 
those  added  amounts  which  the  de- 
partments expect  to  be  cut  down  and 
which  they  provide  for  by  submitting 
their  estimates  at  a  higher  figure  than 
they  expect  to  have  accepted.  CouncB 
agreed  with  the  Mayor  that  the  esti- 
mates should  be  reduced  enough  to 
come  within  the  limit  of  the  tax  rate. 
The  task  of  carefully  weighing  the 
requests  of  one  department  with  those 
of  another,  the  reduction  of  some  items 
and  the  increase  of  others,  the  task  of 
working  out  a  well-balanced  financial 
program  for  the  following  year,  which 
is  the  all-important  part  of  a  budget 
and  which  should  have  been  done  by 
the  Mayor,  was  left  to  Council. 

In  the  graph  shown,  the  reductions 
which  Council  made  in  the  Mayor's 
estimates  have  been  plotted.  As  the 
appropriation  ordinance  (that  is,  the 
final  bud^t  as  passed  by  Council)  fol- 
lowed closely  the  classification  of  the 
Mayor's  budget,  it  was  possible  to 


make  the  comparison  by  items  of 
expenditure.  Dividing  them  into  ap- 
propriations for  personal  services  (i.  e., 
temporary  as  well  as  r^ular  employes) 
and  items  other  than  personal  services, 
the  reductions  in  percentages  in  each 
department,  boani  or  agency  are 
shown.  The  departments,  in  turn,, 
have  been  arranged  into  two  groups: — 
namely,  those  under  the  control  of  the 
Mayor,  and  those  not  under  his  control, 
to  show  the  percentage  reduction  in 
each  case.  Tlie  final  totals  show  the 
change  in  all  departments.  Jbiduded 
in  the  amounts  asked  for  and  the 
amounts  appropriated  for  each  depart- 
ment or  unit  are  the .  corresponding, 
requests  and  apportionments  made 
through  the  Purchasing  Agent,  and 
hence,  the  percentage  change  in  each 
case  shows  the  total  change  made,' 
that  is,  the  change  in  department 
estimates  plus  the  change  made  in 
requests  through  the  Purchasing  Agent 
where  sudi  requests  were  made.  The. 
totak  thus  obtained  for  all  departments 
were  as  shown  in  table  on  page  240. 

It  will  be  noted  that  the  items  other 
than  personal  services  in  departments 
not  under  the  Mayor,  instead  of  beUig- 
reduced,  were  increased.  This  is  due 
to  an  item  included  in  the  appropria- 
tion for  the  City  Treasurer  of  $1,378,- 
307  for  '"additional  compensation  .to 
employes  of  city  and  county  .depart- 
ments and  other  employes  paid  from 
the  city,  treasury  for  the  year  1921." 
Though  in  diaracter  a  purely  personal 
service  item,  it  was  entered  in  the  ap- 
propriation ordinance  as  a  non-per- 
sonal service  item.  When  this  item  is 
included  as  a  part  of  the  personal 
service  totak,  the  percentages  are  then 
altered  as  follows: 

Items  other  than  personal  services  in 
departments  not  under  the  Mayor  were 
reduced  4.9  per  cent  instead  of  hicreased 
8.8  per  cent.  •  i .    — * 
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Items  other  than  personal  services  in  all  fare  16%»  embracing  some  of  the  most 

departments  were  reduced  12.8  per  cent  constructive  city  activities. 

instead  of  8.5  per  cent  In  Jts  operation  during  the  first  yew- 
Items  of  personal  services  in  aU  depart-  ^^  budget  has  not  hx^  met  the  re- 

mentB  were  reduced  8.9  per  cent  instead  q^i^^ents  and  spirit  of  the  new  law. 

of8.8percent.  ^^  j^^^^    ^  j^^^  himed  the  re- 

This  is  more  truly  representative  of  the  quirements  of  the  charter  should  have 

percentage   reduction   made   for   the  prepared  the  budget  and  submitted  it 

year.    The   largest   reductions   made  to  Council  as  he  thought  it  should  be 

then  were  not  in  the  items  of  personal  passed.    Instead  he   turned  over  to 

services, — salaries     and    wages, — ^but  Council  an  estimate  which  he  was  not 

principally    in    non-personal-  service  prepared  to  defend  and  left  to  that 

items.    This  is  of  course  to  be  expected  body  the  task  of  making  the  reductions, 

since  a  great  many  of  the  salaries  of  In  the  consideration  of  the  budget  by 

SvbmitUd  Passed  by           Amount          % 

by  Mayor  Council            Changed  Changed 
Pereonal  Serviees: 

Depts.  not  under  Mayor $6,897^54  $5,578,476  -$1,828,878  -19.2 

Depts.  under  Mayor 20,759,452  19,640,869  -  1,118,588  -  5.4 

Total,  aU  Depts.,  etc 27,656,806  25,214,845  -  2,442,461  -  8.8 

Items  other  than  Personal 
Sennees: 

Depts.  not  under  Mayor $16,712,527  $17,267,989  +   t555,^QS  +8.8 

Depts.  under  Mayor 20,576,112  16,821,975  -  8,754,187  -18.2 

Total,  aU  Depts.,  etc 87,288,689  84,089,964  -  8,198,675  -8.5 

AU  items: 

Depts.  not  under  Mayor $28,609,881  $22,841,465  -   $768,416  -8.2 

Depts.  under  Mayor 41,885,564  86,462,844  -  4,872,720  -11 .8 

Total,  aU  Depts.,  etc. 64,945,445  59,804,809  -  5,641,186  -  8.7 

those  departments  not  under  the  Council,  the  estimates  of  all  the 
Mayor  are  fixed  by  Act  of  the  State  departments  were  weighed.  Depart- 
Assembly  and  the  others  are  difficult  ment  heads  were  sunmioned  and 
to  reduce.  It  should  be  observed  that  questioned.  The  hearings  were  ear- 
in  the  dianges  made  in  the  items  other  ried  on  by  the  entire  Council  and  all 
than  personal  services  the  reductions  in  were  open  to  the  public.  The  budget 
the  departments  under  the  Mayor  were  as  considered  and  enacted  b  entirely  a 
four  times  as  large  as  those  not  under  reflection  of  the  work  of  Council, 
the  Mayor.  This  is  particularly  sig-  Also,  to  more  fully  meet  the  re- 
nificant  when  it  is  recalled  that,  oS  the  quirements  of  the  law  a  greater  meas- 
reductions  originally  miade  by  the  ure  of  control  will  have  to  be  obtained 
Mayor  before  submitting  the  budget  to  over  those  departments  which  are  not 
Council,  practically  all  were  in  the  at  present  under  the  Mayor.  Hie 
departments  over  which  he  has  control,  trouble  here  lies  in  the  fact  that  the 
Of  the  reductions  miade  in  the  items  functions  of  government  of  Philadd- 
other  than  personal  services  the  outr  phia  are  divided  between  the  city  and 
standing  ones  in  the  Mayor's  depart-  county.  Though  the  city  and  county 
mentswere:  Wharves,  Docks  and  Fer-  oi  Philadelphia  are  geographically 
ries  26%,  Museums  42%t  Public  Health  coterminous  they  are  not  a  unit 
34%,  Public  Works  19%,  Public  Wei-  politically.    Many  of  the  county  c^ces 
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are  retained,  they  are  elective  positions, 
and  in  their  operation  are  not  in  any 
way  subject  to  the  supervision  of  the 
Mayor.  A  list  of  these  offices,  boards, 
etc.,  whidi  are  not  under  the  Mayor  is 
shown  in  the  chart.  The  new  charter 
provisions  require  that  they  make  their 
requests  for  appropriations  to  the 
Mayor  and  it  is  further  provided  that 
these  requests  are  '"subject  to  revision 
by  the  Mayor  in  his  discretion."  But 
he  has  no  means  whatever  of  finding 


out  the  real  needs  of  these  departments 
and  h^ice  no  basis  for  a  careful  judg- 
ment in  making  a  revision.  An  execu- 
tive budget  as  the  new  charter  contem- 
plates is  impossible  without  executive 
control.  And  until  some  unification 
of  county  and  city  offices  is  obtained 
a  well-balanced  financial  program  can 
not  be  secured.  On  the  whole,  how-, 
ever,  the  first  year  under  the  new  pro- 
vbions  showed  an  important  advance 
over  previous  years. 


Administrative  Reorganization  in  the  Federal 
Government 

By  A.  N.  HoLcoMBE,  Ph.D. 
IVof essor  of  Goyemmeiit,  Harrurd  Univeruty 


EXTRAVAGANCE  has  long  been 
a  chronic  aihnent  of  the  Grovem- 
ment  of  the  United  States.  Ever  since 
Jeffersonian  simplicity  gave  way  to 
the  Jacksonian  spoils  system,  it  has 
manifested  all  the  symptoms  of  a  con- 
stitutional complaint.  In  general,  it 
has  entailed  no  great  drain  on  the 
national  resources.  Indeed,  during  the 
,  eighteen-eighties  the  politicians  at 
Washington  seemed  more  disturbed  by 
a  series  of  reciurent  surpluses  than  they 
ever  had  been  by  deficits,  and  plunged 
into  an  orgy  of  river-and-harbor  and 
pension  legislation  far  exceeding  *any 
previous  fiscal  dissipations  in  the  his- 
tory of  the  Federal  Government.  Prior 
to  the  World  War,  governmental  ex- 
travagance was  a  discreditable,  but  by 
no  means  an  intolerable,  burden.  Now, 
however,  the  necessity  for  economy  is 
urgent  and  the  pains  of  extravagance 
are  acute. 

Administrative  reorganization  in  any 
government  may  be  advocated  on  two 
grounds,  economy  and  efficiency.  Ad- 
ministrative reorganization  in  the  Fed- 
eral Government  has  been  advocated 


on  the  latter  ground  for  many  years. 
President  Roosevelt  made  a  beginning 
by  the  appointment  of  the  Ke^  Com- 
mission with  a  view  to  the  improve- 
ment of  administrative  methods  in  the 
departments.  President  Taft  was 
de^ly  interested  in  the  matter  and 
gave  a  great  impetus  to  the  cause  of 
administrative  efficiency  throughout 
the  Union  by  the  creation  of  the  Cleve- 
land Commission  on  Economy  and  Effi- 
ciency. How  great  this  impetus  was 
is  revealed  in  the  comprehensive  study 
by  the  Institute  for  Grovernment  Re- 
search, entitled  Organized  Efforts  for  the 
Improvement  cf  Methods  of  Adminis- 
tration in  the  United  States,  The  effi- 
ciency movement  of  the  last  decade 
has  accomplished  substantial  results  in 
the' state  and  local  governments.  Until 
the  close  of  the  war,  comparatively 
little  had  been  accomplished  in  the 
Federal  Government.  Now  the  need 
for  economy  has  supplied  a  more  pow- 
erful incentive  for  administrative  reor- 
ganization than  the  want  of  efficiency 
ever  did. 
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Distribution  of  Bureaus 

The  advocates  of  administrative  re- 
organization generally  b^^  with  a 
reclassification  of  governmental  activ- 
ities and  a  redistribution  of  the  cor- 
responding administrative  agencies 
between  the  several  executive  depart- 
ments. It  must  be  granted  at  once  that 
the  existing  distribution  of  the  admin- 
istrative bureaus  between  the  execu- 
tive departments  is  utterly  illogical^ 
We  have,  for  example,  a  Navy  Depart- 
ment '^hich  is  charged  with  the  main- 
tenance of  extensive  facilities  for  the 
operation  of  vessels  on  the  high  seas, 
and  their  construction  and  repair. 
Yet  five  years  ago  the  War  Department 
had  a  greater  number  of  vessels  afloat 
than  the  navy  had,  and  lesser  fleets 
were  maintained  by  the  Treasury  De- 
partment and  the  Department  of  Com- 
merce. The  former  operated  the  Coast 
Guard,  originally  the  Revenue  Cutter 
Service,  while  the  latter  operated  two 
fleets,  one  under  the  light-house  Serv- 
ice, another  under  the  Coast  and 
Geodetic  Survey.  Now  the  Shipping 
Board  has  a  greater  fleet  than  all  the 
others  combined.  Many  other  in- 
stances maybe  cited  of  different  depart- 
ments engaged  in  similar  activities. 

Likewise  many  instances  may  be 
cited  where  the  same  activity  may  be 
claimed  on  logical  grounds  by  different 
agencies.  Should  the  Americanization 
of  immigrants,  for  example,  be  assigned 
to  the  Bureau  of  Naturalization  in  the 
Department  of  Labor  on  the  ground 
that  the  immigrants  are  aliens,  or  to 
the  Bureau  of  Education  in  the  De- 
partment of  the  Interior,  on  the  ground 
that  Americanization  is  an  educational 
process?  Should  chemical  researches 
be  prosecuted  in  order  to  foster  the 
development  of  a  domestic  dyestuffs 
industry  by  the  Bureau  of  Mines  of  the 
Deitetment  of  the  Interior  on  the 
ground  that  the  intermediates  from 


which  the  dyes  must  be  made  are  l^- 
products  oi  the  coal  mincSs;  or  to  the 
Bureau  of  Standards  of  the  DepKrt- 
ment  of  Commerce  on  the  ground  that 
the  manufacture  of  coal  tar  dyes  is 
intimately  connected  with  the  stand- 
ardization of  colors;  or  to  the  Tariff 
Commission  on  the  ground  that  it  is 
interested  in  determining  the  need^for 
protection;  or  to  the  Bureau  of  Chem- 
istry of  the  Department  of  Agricul- 
ture on  the  ground  that  it  has  a  well- 
equipped  chemical  laboratory  and  a 
staff  of  skilled  chemists?  Should  the 
protection  of  the  interests  of  the  grow- 
ers of  cotton  or  grain  for  export  be  en- 
trusted to  the  Bureau  of  Markets  of 
the  Department  of  Agriculture  on  the 
ground  that  it  is  charged  with  the 
protection  of  the  interests  of  farmers; 
or  to  the  Bureau  of  Foreign  and  Do- 
mestic Commerce  of  the  Department 
of  Commerce  on  the  ground  that  it  is 
charged  with  the  protection  of  the  in- 
terests of  exporters?  Should  the  inves- 
tigation of  the  conditions  of  health  in 
rural  schools  be  committed  to  the  Pub-^ 
lie  Health  Service  of  the  Treasury  De- 
partment on  the  ground  that  it  is  a 
question  of  health;  or  to  the  Bureau  of 
Education  in  the  Department  of  the 
Interior  on  the  ground  that  is  a  ques- 
tion of  education;  or  to  the  States  Re- 
lations Service  of  the  Department  of 
Agriculture  on  the  ground  that  it  is  a 
matter  of  country  life;  or  to  the 
Children's  Bureau  because  it  is  a  ques- 
tion of  children? 

No  one  of  these  alternatives  is  more 
fantastic  than  the  solutions  that  have 
been  found  for  other  problems  of  a 
similar  character.  Hie  enforcement  of 
the  eighteenth  amendment  was  as- 
signed to  the  Bureau  of  Internal  Rev- 
enue because  that  bureau  already  pos- 
sessed a  corps  of  agents  employed  in- 
running  down  moonshiners  and  other 
violators  of  the  federal  ^ccise  laws. 
Hie  enforcement  of  the  child  labor  law 
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was  nearly  committed  to  the  same 
agency  because^  to  avoid  constitutional 
limitations  upon  the  legislative  author- 
ity of  Congress,  the  federal  child  labor 
law  was  ultimately  enacted  in  the  form 
of  a  revenue  measure.  The  insurance 
of  soldiers  and  sailors  against  the  risk 
of  death  during  the  war  was  assigned 
to  the  Treasury  Department,  beoMise 
that  department  had  recently  estab- 
lished a  War  Risk  Insurance  Biueau 
to  insure  American  ship  owners  and 
mariners  against  the  risks  of  navigation 
in  the  field  of  belligerent  operations 
while  the  United  States  was  still  a 
neutral  country,  although  the  Pension 
Office  in  the  Department  of  the  Inte- 
rior possessed  a  long-established  or- 
ganization for  making  payments  to 
the  veterans  of  our  earlier  wars  and 
to  their  dependents.  The  payment  of 
allotments  and  allowances  to  depend- 
ents of  men  in  the  national  army  was 
assigned  to  the  same  bureau,  although 
the  War  Department  had  long  been 
making  similar  payments  to  depend- 
ents of  men  in  the  regular  army.  The 
award  of  compensation  to  the  injured 
was  also  assigned  to  the  same  bureau, 
although  the  United  States  Employes 
Compensation  Commission  had  al- 
ready been  created  to  perform  a  simi- 
lar service  for  those  injured  in  the 
course  of  civilian  employment.  The 
tangle  of  authority  between  the  War 
Risk  Insurance  Bureau  and  the  Public 
Health  Service  and  Federal  Board  for 
Vocational  Education  over  the  reha- 
bilitation of  the  injured  is  such  a  recent 
and  painful  experience  that  the  need 
for  administrative  reorganization  in 
that  field  need  not  be  argued. 

The  consequences  of  such  an  illogical 
organization  of  administrative  agencies 
are  not  far  to  seek.  It  leads  to  conflicts 
oi  authority  between  the  heads  of 
competing  agencies,  duplication  of 
work,  lack  of  cooperation  between 
those  in  charge  of  related  activities. 


and  the  erroneous  assignment  of  new 
undertakings.  It  checks  initiative  on 
the  part  of  the  less  favored  bureau 
chiefs,  and  encourages  extravagance 
on  the  part  of  those  who  are  more 
fortunate  or  aggressive.  It  in4)ede8 
the  standardization  of  administrative 
methods  and  practices,  confuses  the 
government  accounts,  and  renders  ob- 
scure the  published  statements  of  pub- 
lic expenditures.  These  are  the  prin- 
cipal items  in  support  of  the  general 
charge  that  the  present  system  is 
neither  economical  nor  efficient. 

Former  Assistant  Secretary  of  the 
Navy,  Franklin  D.  Roosevelt,  when  a 
candidate  for  the  Vice-Presidency,  de- 
voted much  of  his  attention  on  the 
stump  to  the  need  for  administrative 
reorganization  in  the  Federal  Govern- 
ment. One  of  his  favorite  illustrations 
of  the  absurdity  of  present  conditions 
was  the  case  of  the  bears  in  Alaska, 
which  are  under  the  protection  of  four 
different  departments.  War,  Interior, 
Agriculture, andCommerce.  Doubtless, 
however,  the  same  bear  is  rarely  en- 
titled to  protection  by  more  than  one 
department  at  a  time,  and  probably 
under  some  circumstances  it  is  more 
convenient  for  one  department  to  af- 
ford protection  than  for  another.  The 
distribution  of  the  work  of  protecting 
bears  among  four  different  departments 
is  utterly  illogical,  if  the  principle  oi 
classification  upon  which  govern- 
mental activities  are  to  be  classified  is 
that  of  the  nature  of  the  service  ren- 
dered, but  it  may  not  be  illof^cal  if  a 
different  principle  of  classification  be 
adopted.  Bears  may  be  protected  in 
different  ways.  Some  methods  oi 
protection  may  be  suitable  for  use  by 
the  War  Department;  others  by  the 
Department  of  Agriculture;  others  still 
by  the  Department  of  Commerce  or  oi 
the  Interior.  In  other  words,  before 
there  can  be  any  logical  redistribution 
of  administrative  agencies  among  the 
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executive  departments,  there  must  be 
a  logical  classification  of  government 
activities.  But  a  logical  classification 
of  activities  implies  agreement  upon 
some  principle  of  classification. 

Principles  of  Classification 

There  are  several  possible  principles 
of  classification.  In  the  first  place, 
government  activities  may  be  classified 
in  accordance  with  the  class  of  persoos 
benefited.  Upon  this  principle  all  ac- 
tivities designed  to  beiKsfit  a  particular 
class  of  persons  would  be  placed  in 
diai^e  of  the  same  administrative 
agency.  Thus  all  activities  designed 
for  the  benefit  of  children  would  be 
assigned  to  a  children's  bureau,  and  all 
those  designed  to  benefit  women  to  a 
women's  bureau.  It  is  plainly  imprac- 
ticable to  assign  all  activities  designed 
to  benefit  men  to  a  men's  bureau,  but 
activities  designed  to  benefit  fanners 
could  be  assigned  to  the  Department 
of  Agriculture,  merchants  to  the  De- 
partment of  Commerce,  wage-earners 
to  the  Department  of  Labor,  etc.  The 
difficulty  with  this  principle  of  classifi- 
cation is  that  the  same  individuals  may 
appear  in  several  classes,  according 
as  they  are  classified  ethnologically, 
biologically,  economicaUy,  socially,  or 
politically.  However,  the  Bureau  of 
Indian  A£Fairs  acceptably  serves  the 
interests  of  Indians  regardless  of  age, 
sex,  occupation  or  social  condition, 
the  Bureau  of  Mines  serves  the  coal 
mining  interests,  the  Bureau  of  Fish- 
eries, fishermen,  the  Forest  Service, 
lumbermen,  the  Bureau  of  Standards, 
various  kinds  of  manufacturers,  etc. 
The  advantage  of  this  principle  of 
classification,  from  the  standpoint  of 
the  administrator,  is  that  he  knows 
to  whom  he  must  look  for  support, 
and  can  develop  his  activities  in  the 
direction  that  wiU  bring  the  strongest 
backing  to  his  agency.  The  success 
of  the  Department  of  Agriculture  in 


serving  the  interests  of  the  farmers, 
and  its  corresponding  strength  in 
Congress,  has  enabled  it  to  expand 
its  services  in  many  ways  that  would 
have  been  impossible,  had  the  same 
services  been  entrusted  to  agencies  or- 
ganized upon  any  other  principle. 
But  departments  organized  to  serve 
relatively  weaker  interests,  like  the 
Department  of  Commerce,  find  it 
much  more  difficult  to  secure  the  ap- 
propriations needed  for  the  develop- 
ment of  their  activities. 

Secondly,  government  activities  may 
be  classified  in  accordance  with  the 
nature  of  the  service  rendered.  Upon 
this  principle  all  activities  of  the  same 
chJaracter  would  be  placed  in  charge  of 
the  same  administrative  agency,  re- 
gardless of  the  class  of  persons  bene- 
fited. Thus  all  activities  relating  to 
education  would  be  assigned  to  a  bureau 
or  department  of  education,  all  those 
relating  to  the  public  health  to  a 
public  health  service,  whether  the 
persons  benefited  were  farmers,  mer- 
chants, wage-earners,  children,  immi- 
grants, Indians,  or  what  not.  Because 
of  the  difficulties  encountered  in  at- 
tempting to  reconcile  this  principle 
of  classification  with  the  first,  there 
have  been  some  strange  organizations 
brought  into  being  at  Washington. 
The  Federal  Board  for  Vocational  Ed- 
ucation is  the  outstanding  example  of 
the  results  of  these  confficting  princi- 
ples. It  is  composed  of  the  Secretaries 
of  Agriculture,  Commerce,  and  Labor, 
together  with  the  Commissioner  of 
Education  from  the  Department  of  the 
Interior,  and  three  citizens  appointed 
to  represent  respectively  the  fanners, 
employers  and  wage-earners.  Even  if 
no  attempt  is  made  to  reconcile  this 
principle  with  the  first,  it  is  difficult  to 
apply  it  logically.  The  War  Depart- 
ment, for  example,  was  created  to  pro- 
vide for  the  common  defense  and  hence 
does  not  need  to  concern  itself  with  any 
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particular  class  ol  pe<^le.  But  it  has 
proved  very  di£Bcult  to  define  with  any 
precision  its  proper  range  of  activity. 
Actually  it  maintains  a  well-developed 
health  service,  a  well-developed  edu- 
cational service,  and  a  well-developed 
engineering  service,  together  with  a 
colonial  service.  The  Post  Office  De- 
partment also  maintains  a  wide  variety 
of  services  which  have  grown  out  of  the 
original  service  of  transmitting  the 
mails,  such  as  parcel  post,  postal  sav- 
ings and  the  transmission  of  funds. 
This  principle  of  organization  is  defec- 
tive from  the  standpoint  of  the  admin- 
istrator, because  it  makes  political 
support  more  uncertain.  This  is  evi- 
denced by  the  stunted  growth  of  the 
Public  Health  Service  and  especially 
of  the  Bureau  of  Education* 

Thirdly,  government  activities  may 
be  classified  in  accordance  with  the 
nature  of  the  process  by  which  they  are 
carried  on.  lliis  leads  to  what  is  often, 
though  generally  incorrectly,  called  a 
functional  classification  of  adminis- 
trative agencies.  The  Government 
Printing  Office  and  the  Bureau  of  En- 
graving and  Printing  are  the  best 
examples  of  agencies  oi^anized  in  ac- 
cordance with  this  principle.  Propos- 
als have  frequently  been  made  for 
carrying  this  principle  further,  as  by 
combining  the  various  statistical  offices 
or  chemical  laboratories  that  abound 
in  Washington.  But  it  cannot  be  car- 
ried much  further.  To  combine  all  the 
corps  of  stenographers  or  typewriters, 
for  example,  would  be  a  manifest  ab- 
surdity, and  the  proposal  to  merge  all 
the  statistical  offices  or  chemical  labo- 
ratories is  hardly  less  absurd. 

Among  pending  proposals  of  this 
character  the  most  promising  is  the 
one  to  create  a  department  of  public 
works  which  will  bring  together  the 
various  engineering  services  now  scat- 
tered through  several  different  depart- 
ments.   The  Reclamation  Service,  for 


example,  was  originally  placed  in  the 
D^Murtment  c^  the  Interior,  because 
the  lands  to  be  reclaimed  were  generally 
public  lands  already  under  the  juris- 
diction of  that  department.  The  Office 
of  Public  Roads  was  originally  placed 
in  the  Department  of  Agriculture,  be- 
cause the  roads  to  be  improved  by 
federal  aid  were  generally  rural  roads 
whose  improvement  was  of  interest 
primarily  to  farmers.  The  Engineer 
Corps  was  originally  placed  in  the  War 
Department,  because  it  was  organised 
for  the  construction  of  miUtary  works 
and  its  personnel  was  recruited  from 
officers  of  the  army.  The  Supervising 
Architect's  Office  was  originally  placed 
in  the  Treasury  D^artment,  because 
the  buildings  to  be  designed  were  gen- 
erally customs  houses.  The  Federal 
Power  Conunission,  created  a  year  ago, 
was  placed  outside  the  jurisdiction  of 
any  single  department,  because  the 
Departments  of  War,  the  Interior,  and 
Agriculture  were  too  jealous  of  one 
another  to  permit  any  one  of  them  to 
secure  exclusive  jurisdiction  over  the 
subject.  No  doubt  the  bringing  to- 
gether of  all  these  agendes  under  a 
single  head  would  facilitate  certain 
economies  in  the  purchase  of  equip- 
ment and  materials,  and  would  be 
conducive  to  greater  efficiency  through 
the  standardization  of  methods  and 
regularization  of  work;  but  where  each 
unit  is  so  well-developed  as  to  be  able 
to  operate  under  present  conditions  on 
a  comparatively  large  scale,  it  may  be 
surmised  that  these  advantages  are 
likely  to  be  exa^erated. 

It  is  evident  that  no  general  reor- 
ganization of  administrative  agencies 
upon  any  single  principle  of  classifi- 
cation is  practicable.  Each  of  the 
three  principles  must  be  applied  in  the 
cases  in  which  it  is,  on  the  whcde,  the 
most  eligible;  and  such  expecfients  must 
be  adopted  as  prove  most  serviceable 
to  adjust  the  conflicts  of  interest  to 
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which  the  adoption  of  conflicting 
principles  in  different  cases  will  inevi- 
tably lead.  Certain  eiq>edient8,  how- 
ever»  are  clearly  better  than  others. 
'"Makeshift"*  arrangements,  as  in  the 
case  of  the  Federal  Board  for  Voca- 
tional Education,  will  generally  prove 
unsatisfactory.  More  promising  are 
the  results  to  be  expected  from  the 
creation  of  a  budget  bureau  and  the 
establishment  of  a  sound  practice  with 
respect  to  the  preparation  of  the  de- 
partmental estimates.  A  permanent 
budget  bureau,  equipped  with  an  ade- 
quate information  service,  could  do 
much  to  prevent  the  duplication  of  ac- 
tivities by  different  agencies  and  to 
coordinate  the  activities  of  different 
agencies  employing  similar  processes, 
or  rendering  the  same  kind  of  service, 
or  serving  the  same  class  of  people. 
The  friction  which  is  inevitable  in 
any  administrative  machine  assembled 
from  logically  incompatible  parts  would 
be  reduced  to  a  minimum.  The  estab- 
lishment of  a  centralized  purchasing 
agency  or  bureau  of  supplies  in  place 
of  the  present  Greneral  Supply  Com- 
mittee, which  merely  adopts  standard 
specifications  and  arranges  uniform 
prices  for  supplies  procured  by  the 
agencies  in  Washington,  would  also 
improve  present  conditions. 

Such  improvements,  however,  would 
not  remove  the  need  for  some  redis- 
tribution of  existing  agencies  among 
the  departments.  Several  more  dr  less 
comprehensive  plans  of  redistribution 
have  been  worked  out.  The  beit  of 
them  is  a  Proposal  for  Oooemment  R^ 
organisUUion  recently  published  by  th6 
National  Budget  Committee. 

Advantages  of  Redistbibution 

In  general  the  economies  resulting 
from  the  redistribution  of  adminis- 
trative agencies  among  the  executive 
departments  are  likely  to  be  exagger- 
ated.   A  glance  at  the  published  state- 


ments of  appropriations  suggests  that 
the  possible  savings  to  be  obtained  by 
a  more  economical  arrang^nent  oi  the 
administrative  agencies  outside  the 
military  and  naval  establishments  can 
not  exceed  a  fraction  of  one  per  cent  of 
the  total  annual  expenditures.  Greater 
savings  can  not  be  obtained  except  by 
a  reduction  in  the  service  rendered. 
Public  opinion  probably  would  not 
sanction  any  further  curtailment  of  the 
services  rendered  to  the  people  by  the 
civil  branches  of  the  national  admin- 
istration. Greater  efficiency  rather 
than  further  drastic  economies  is  what 
is  needed.  A  well-devised  plan  for  the 
redistribution  oi  certain  bureaus  would 
undoubtedly  do  much  to  secure  an 
increase  of  efficiency.  The  only  field 
for  any  substantial  saving  is  in  the' 
miUtaiy  and  naval  establishments. 
The  expenditures  upon  the  national 
defense  can  be  greatly  reduced  by  a 
policy  of  retrenchment  in  the  army  and 
the  navy.  But  that  is  not  a  problem 
in  adndnistration.  It  is  a  poUtical 
problem. 

Probably,  too,  the  greatest  advan- 
tages to  be  expected  from  any  redis- 
tribution of  administrative  agencies 
will  be  political  rather  than  adminis- 
trative. Consider,  for  example,  the  case 
for  a  new  department  of  social  wel- 
fare, or,  as  it  might  better  be  termed, 
of  education  and  social  welfare.  Such 
a  new  department  would  result  from 
the  brii^^ing  tc^^ether  under  a  single 
cabinet  secretary  of  the  Bureau  of  Ed- 
ucation and  other  existing  educational 
agencies,  the  Public  Health  Service, 
the  Bureau  of  War  Risk  Insurance,  the 
Pension  Office,  the  United  States  Em- 
ployes Compensation  Commission, 
the  Children's  Bureau,  the  Office  of 
Indian  Affairs,  etc.  Its  oi^anization 
would  give  these  scattered  agencies 
a  common  head  who  would  have 
no  other  responsibility  than  that  of ; 
promoting  their  interests.    It  would 
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greatly  improve  their  position  with 
respect  to  tJie  dominating  influences  in 
the  government*  the  P^^dent  and  the 
Congress.  It  would  bring  them  larger 
appropriations,  enable  them  to  expand 
their  services,  and  establish  them  more 
securely  in  the  good  opinion  of  the 
people  of  the  country. 

The  Independent  Departments 

.  More  important  than  the  redistribu- 
tion of  administrative  agencies  wiUiin 
the  departments  is  the  reorganization 
of  the  independent  executive  establish- 
ments. In  recent  years  there  has  been 
a  pronounced  tendency  toward  the 
multq>Ucation  of  administrative  agen- 
cies outside  the  organized  executive 
departments.  At  the  dose  of  the 
Roosevelt  administration  there  were 
only  three  such  agencies  c^  note,  the 
Court  of  Claims,  created  in  1855,  the 
Civil  Service  Commission,  created  in 
1883,  and  the  Interstate  Commerce 
Conmiission,  created  in  1887.  The 
Taft  administration  created  several 
similar  agencies,  notably  the  Tariff 
Commission,  the  Court  of  Customs 
Appeals,  the  Commerce  Court,  and  the 
Commission  on  Economy  and  Effi- 
ciency. The  succeeding  administra- 
tion pursued  a  similar  poUcy.  During 
President  Wilson's  first  term  the  Fed- 
eral Reserve  Board,  the  Federal  Trade 
Commission,  the  United  States  Ship- 
ping Board,  the  Employes  Compen- 
sation Commission,  and  the  Federal 
Board  for  Vocational  Education  w«re 
the  most  noteworthy  additions  to  the 
list.  The  Federal  Farm  Loan  Board, 
nominally  a  part  of  the  Treasury  De- 
partment, is  operated  as  independently 
as  the  Federal  Reserve  Board.  The 
Tariff  Conmiission,  which  had  been 
allowed  to  lapse,  was  recreated.  Only 
the  Commerce  Court  was  destroyed. 
During  the  war  the  creation  of  inde- 
pendent executive  agencies  was  the 
outstanding  feature  of  the  adminis- 


trative policy  ol  the  government. 
Several  of  these  indq>endent  war 
agencies  have  survived,  notably  the 
Alien  Property  Custodian  and  the  War 
Finance  Corporation. 

The  late  Congress,  under  Republican 
leadership,  continued  this  policy.  The 
Interstate  Commerce  Commission  and 
the  Shipping  Board  were  enlarged,  and 
a  new  railroad  Labor  Board  was  sub- 
stituted for  the  United  States  Media- 
tion and  CondUation  Commission, 
originally  created  in  1918.  Further- 
more, the  Federal  Power  Commission^ 
nominally  an  independent  executive 
agency,  created  by  the  Water  Power 
Act  of  IMO,  is  in  substance  a  sub-com- 
mittee oi  the  Cabinet,  consisting  of  the 
Secretaries  of  War,  the  Interi<H',  and 
Agriculture.  The  principal  precedents 
for  this  type  of  agency  are  the  Council 
of  National  Defense,  created  in  1916, 
consisting  of  six  members  of  the  Cabi- 
net, and  the  Insecticide  and  Fungicide 
Board,  created  in  1910,  consisting  ci 
three  members  of  the  Cabinet.  In  each 
case  a  subordinate  executive  officer  is 
in  active  charge  of  the  work  of  the 
agency. 

The  organisation  of  so  maiqr  inde- 
pendent executive  establishments  tends 
to  produce  a  condition  of  administra- 
tive disintegration  like  that  which 
existed  generally  in  the  states  a  few 
years  ago.  New  York,  for  example, 
possessed  over  one  hundred  and  fifty 
separate  administrative  agencies,  and 
several  states  possessed  over  a  hundred. 
The  Federal  Government  has  not  yet 
approached  such  a  condition  of  adn^- 
istrative  disintegration  as  existed  in 
these  states,  but  it  is  launched  upon  a 
course  which  leads  in  that  direction. 
In  the  larger  states  the  process  of  ad- 
ministrative reorganization  in  recent 
years  has  brought  these  indq)endent 
agencies  together,  more  or  less  effec- 
tively, within  a  comparatively  few 
executive  departments.     Administra- 
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live  reorganization  in  the  Federal  Gov- 
ernment, however,  has  been  generally 
understood  hitherto  as  the  redistribu- 
tion of  existing  bureaus  among  the 
departments,  and  has  not  compre- 
hended the  inclusion  of  independent 
establishments  within  the  departmental 
scheme  of  organization. 

President  Taf  t  was  deeply  interested 
in  the  principles  of  governmental  ad- 
ministration, and  displayed  a  more  pro- 
found insight  than  many  administra- 
tive reformers.  His  policy  seems  to 
have  been  founded  upon  a  distinction 
between  three  types  of  administrative 
action,  that  which  is  quasi-legislative 
in  character,  that  which  is  purely  exec- 
utive, and  that  which  is  quasi-judicial. 
The  first  type  was  represented  by  the 
Tariff  Commission,  whose  task  it  was 
to  ascertain  the  facts  which  should  be 
the  basis  of  wise  legislative  action. 
The  second  type  was  represented  by 
the  Commission  on  Economy  and 
Efficiency,  whose  task  it  was  to  im- 
prove the  methods  of  administrative 
action.  As  is  well  known.  President 
Taft  was  working  towards  tiie  creation 
of  permanent  agencies  by  means  of 
which  there  could  be  effective  central 
control  of  purely  executive  action.  The 
third  type  was  represented  by  the 
Court  of  Customs  Appeals  and  the 
Commerce  Court,  whose  work,  as  the 
names  indicate,  was  intended  to  be 
assimilated  to  that  of  the  ordinary 
courts  of  justice. 

In  constituting  an  agency  of  the  first 
type,  therefore,  the  Taft  plan  contem- 
plated the  deUberate  representation  of 
the  major  political  parties.  The  Tariff 
Conmiission  was  actually  so  organized 
as  to  give  the  dominant  party  a  major- 
ity. Agencies  of  the  second  t3T)e  were 
not  designed  to  be  either  bi-partisan 
or  non-partisan.  They  were  to  be 
agents  of  the  President,  subject  to  his 
direction  and  control.  Agencies  of  the 
third  type  were  intended  to  be  non- 


partisan, hence  their  members  were 
to  receive  the  rank  and  tenure  of 
judges.  Unfortunately  President  Taft's 
most  ambitious  venture  in  the  field 
of  administrative  reorganization,  the 
Commerce  Court,  failed  to  fulfil  his  ex- 
pectations, and,  partly  in  consequence 
of  an  unwise  appointment,  fell  a  victim 
to  adverse  political  conditions. 

President  Wilson  showed  by  his  con- 
duct of  the  war,  especially  by  his  hand- 
ling of  the  administrative  problems 
growing  out  of  the  control  of  food,  fuel, 
and  the  war  industries,  an  apprecia- 
tion of  sound  principles  of  adminis- 
tration, but  he  did  not  seem  disposed 
to  act  upon  those  principles  during  his 
first  term.  He  sanctioned  the  destruc- 
tion of  the  Conunerce  Court,  and  the 
creation  of  powerful  administrative 
ag^icies,  such  as  the  Federal  Reserve 
Board,  Federal  Trade  Commission, 
and  dipping  Board,  without  regard 
to  the  principles  to  which  subsequently 
he  scrupulously  adhered  in  the  organ- 
ization of  the  Food  and  Fuel  Admin- 
istrations, and  the  War  Industries 
Board,  the  most  powerful  (in  fact,  if 
not  in  law)  of  the  special  war  agencies. 
Perhaps  the  explanation  may  be  found 
in  the  fact  that  he  enjoyed  practically 
a  free  hand  in  the  organization  of 
those  war  agencies,  despite  the  strong 
fight  made  in  Congress  in  behalf  of  the 
commission  plan  for  food  and  fuel 
control,  while  he  was  constrained  to 
accommodate  himself  to  certain  demo- 
cratic preconceptions  in  matters  of 
administration  when  pushing  through 
Congress  the  Federal  Reserve,  Federal 
Trade,  and  Shipping  Acts. 

Be  that  as  it  may,  the  agencies 
charged  with  the  administration  of 
those  great  statutes  are  endowed  with 
a  combination  of  powers  without  a 
parallel  in  the  history  of  the  national 
administration  with  the  exception  of 
the  Interstate  Commerce  Commission 
during  the  period  1900-1910  and  since 
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191S.  They  may  investigate,  asoertmin 
facts,  determine  policies,  institute  pros- 
ecutions, try  the  accused,  impose  judg- 
ment, and  execute  their  decisions. 

Moreover,  they  have  been  deliber- 
ately organized  upon  partisan  lines. 
'The  principle  upon  which  they  have 
been  constituted  is  that  adopted  by 
the  Taft  administration  for  quasi- 
l^islative  agencies,  such  as  the  Tariff 
Commission,  which  deals  with  matters 
of  public  policy  wherein  partisanship 
finds  its  proper  place.  The  principle 
appropriate  for  an  agency  exercising 
quasi-judicial  functions,  exemplified 
in  the  ill-staired  Commerce  Court,  has 
been  lost  from  view.  These  boards 
exercise  quasi-legislative  powers,  to 
be  sure,  most  conspicuously  in  the 
case  of  the  Federal  Trade  Commis- 
sion with  its  campaign  for  regulation 
of  the  packing  industry.  But  their 
quasi-judicial  functions  are  too  impor- 
tant to  be  so  lightly  disregarded.  This 
is  not  the  reign  of  law,  as  that  term  was 
formerly  understood.  It  is  the  reign 
of  men,  exercising  what  comes  danger- 
ously near  to  arbitrary  powers  over 
their  fellow  men  in  some  of  their  most 
vital  activities. 

Charles  E.  Hughes,  speaking  on  this 
subject  last  year  at  the  centennial 
celebration  of  the  Harvard  Law  School 
Association,  was  reported  to  have  said : 

Disregarding  the  lessons  of  history,  there 
has  been  a  disposition  to  revert  to  the 
methods  of  tynumy  in  order  to  meet  the 
problems  of  democracy.  Intent  on  some 
immediate  exigency,  and  with  slight  con- 
sideration of  larger  issues,  we  create  auto- 
cratic power  by  giving  administrative  c^- 
cials  who  can  threaten  indictment  the 
opportunities  of  criminal  statutes  without 
any  Impropriate  definition  of  crime.  .  .  • 
Ignoring  the  distinctions  prised  by  the 
Fathers,  and  excusing  the  violation  of 
tradition  by  easily  made  phrases,  we  unite 
legislative,  executive,  and  judicial  powers 
in  an  administrative  agency,  with  large 
spheres  of  uncontrolled  discretion,  which 


may  investigate  and  lay  complaint,  and 
then  try  and  determine  facts  upon  iMth 
the  complaint  rests,  their  findings  of  fact, 
where  there  is  any  dispute  in  the  evidence, 
being  made  for  many  purposes  condusive. 
Useful  as  are  these  instrumentalities  of 
administration,  they  represent  to  a  striking 
degree  a  prevalent  desire  to  do  without 
law.  There  is  thus  recourse  to  the  most 
primitive  method  in  dealing  with  the 
most  di£Scult  problems  of  the  twoitieth 
centpry. 

In  reorganizing  the  Interstate  Com- 
merce Commission  and  the  Shipping 
Board  by  the  Transportation  and  Mer- 
chant Marine  Acts  of  19£0,  the  late 
Congress  showed  no  appreciation  of  the 
dangers  to  which  the  present  Secretary 
of  State  has  so  forcefully  directed  our 
attention.  By  the  new  constitution  of 
the  Shipping  Board,  for  exan^>le,  its 
members  are  all  to  be  partisans,  four 
from  one  and  three  from  the  other  oi 
the  two  major  parties.  Their  terms 
are  fairly  long  and  expire  in  series,  but 
they  must  be  so  chosen  as  to  represent 
the  various  shipping  interests  of  the 
country.  This  is  proper  in  the  case  of 
a  board  with  quasi-legislative  powers, 
but  wholly  improper  in  that  of  one 
with  important  quasi-judicial  powers. 
The  Federal  Trade  Conunission  has 
always  functioned  as  a  quasi-legislative 
rather  than  a  quasi-judicial  body, 
though  its  powers  of  the  latter  descrip- 
tion are  of  high  importance.  The  In- 
terstate Commerce  Commission  is 
apparently  destined  to  function  in  a 
similar  manner.  The  present  admin- 
istration has  a  better  tradition,  so  far 
as  these  matters  are  concerned,  be- 
queathed to  it  by  the  Taft  admims- 
tration.  Its  members  can  not  plead 
ignorance  of  the  principles  of  sound 
administration.  It  is  to  be  hoped  that 
when  it  deals  with  the  task  oi  admin- 
istrative reorganization  in  the  Federal 
Government,  it  will  not  fail  to  act  upon 
the  wisdom  which  it  possesses. 
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Certam  of  the  independent  establish- 
ments should  be  incorporated  into 
existing  or  new  departments.  Others 
must  remain  wholly  or  in  part  outside 
the  framework  of  departmental  or- 
ganization, but,  where  necessary,  should 
be  resolved  into  their  several  elements. 
Quasi-legislative  functions  should  be 
assigned  to  agencies  organized  for  the 
performance  of  such  functions.  Quasi- 
judicial  f  imctions  should  be  assigned  to 
agencies  organized  for  the  performance 
of  such  functions.  The  Interstate 
Commerce  Commission,  for  example, 
and  the  Federal  Trade  Commission, 
perform  certain  duties  which  might 
not  improperly  be  transferred  to  the 
Department  of  Justice.  Others  may 
be  vested  in  any  suitable  partisan  or 
administrative  agency.  The  purely 
executive  duties  of  the  Interstate 
Commerce  Commission  alone  would 
furnish  ample  employment  for  a  large 
bureau  in  the  Department  of  Com- 
merce. Still  other  duties  ought  to  be 
transferred  to  agencies    whose   non- 


piBkrtisanship  can  never  fail  to  be  above 
suspicion. 

These  dianges  in  administrative  or- 
ganization would  probably  save  the 
Federal  Government  little,  if  any, 
money.  On  the  other  hand,  they  would 
certainly  improve  the  efficiency  of  the 
services  concerned.  But  most  impor- 
tant of  all,  they  would  greatly 
strengthen  the  government  in  the  coU'^ 
fidence  of  the  people.  For  the  moment, 
public  opinion  seems  disposed  to  make 
fewer  demands  upon  the  government 
for  the  increase  of  administrative  activr* 
ities  than  for  a  long  time  past.  The 
opportunity  should  be  seized  to  intro- 
duce sound  methods  of  administration, 
to  strengthen  the  administrative  ma- 
chinery, and  to  accumidate  a  stock  of 
public  confidence  in  the  administrative 
capacity  of  the  government  which  will 
stand  it  in  good  stead  when  opinion 
presently  demands  the  assumption  of 
new  responsibilities  towards  the  pub- 
lic, and  heavier  burdens  again  fall  upon 
our  administrative  system. 


Earned  and  Unearned  Income 

By  WiLLPORD  I.  King 
Economist,  N  ational  Bureau  of  Eoonomic  Beaeardi 


THE  division  of  income  into  two 
broad  categories  denominated  re- 
spectively as  "earned  "  and  "  unearned  *' 
finds  little  or  no  sanction  in  standard 
t^cts  on  economics^  but  nevertheless, 
this  classification  is  treated  by  many 
semi-scientific  publicists  as  an  accepted 
form  of  differentiation,  and  a  consid- 
erable number  of  economists*  show  a 
tendency  either  to  use  it  in  their  writ- 
ings or  tacitly  to  admit  its  validity. 
Since,  then,  the  usage  of  this  termin- 
ology is  becoming  increasingly  common^ 
it  seems  worth  while  to  inquire  whether 
or  not  there  exists  a  type  of  income 
which  may  justly  be  designated  as 


"unearned'*  and  which,  at  th^  same 
time,  possesses  characteristics  thatmake 
it  desirable  or  necessary  to  place  it  in 
a  separate  cat^oiy  and  perhaps  to 
measure  its  importance  or  volume. 

If  there  really  is  such  a  thing  as  "un- 
earned''income,  where  mayit  be  found?' 
The  Single  Taxer.will  assure  us  that  it 
consists  wholly,  or  at  least  principally, 
of  rent  of  land  or  of  profits  made 
through  speculation  in  land.  The 
Marxian  will  insist  that  it  is  I^ade  up 
of  interest  and  the  unreasonable  gains 
of  "profiteers."  The  view,  however, 
whidi  seems  to  find  most  general  ac- 
ceptance is  that   all  income  arising 
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through  the  ownership  of  property  is 
perforce  unearned. 

Property  may  legitimately  be  defined 
as  a  legal  title  to  anticipated  income. 
Property  and  its  income  are,  therefore, 
such  closely  related  phenomena  that 
it  necessarily  follows  that  if  one  is  un- 
earned the  other  must  be  also;  for  what 
is  true  of  one  is  true  of  the  other.  What 
are  the  facts  about  both? 

In  order  to  answer  this  question,  it  is 
necessary  first  to  determine  upon  a 
satisfactory  meaning  to  be  attached  to 
the  term  ""earned."  As  a  first  step  in 
this  direction,  it  is  worth  while  to  look 
into  Webster's  definition  of  the  word. 
We  find  in  his  dictionary  the  word 
""earn"  defined  thus:  ""To  gain  as  a 
just  recompense  for  one's  labor,  serv- 
ice, etc."  This  concept  doubtless  ac- 
cords with  the  idea  which  the  word 
conveys  to  most  of  us  and  may  be 
taken  as  a  logical  criterion  in  the  clas- 
sification of  LDcome. 

According  to  this  definition,  it  is 
clear  that  one  does  not  earn  unless  he 
renders  a  service.  It  is  questionable, 
however,  if  the  rendition  of  a  service 
always  makes  the  recompense  therefor 
truly  earned.  When  one  person  serves 
another  inadvertently  or  unintention- 
ally, he  can  scarcely  claim  to  have 
earned  a  reward.  Probably  most  of  us 
would  agree  that  the  act  of  earning  re- 
quires that  the  service  rendered  shall 
require  some  effort  or  sacrifice  on  the 
part  of  the  earner.  With  this  idea  in 
mind,  we  shall  then  set  forth  the  follow- 
ing definition  of  the  term  as  the  one 
which  wiU  be  adhered  to  in  the  suc- 
ceeding pages:  Income  is  earned  when 
ii  is  obtained  as  a  just  recompense  for 
deliberate  effort  or  sacrifice  made  by  the 
income  receiver  for  the  benefit  qf  the 
payer  of  the  reward. 

Income  from  Property 

Having  selected  this  definition  of 
the  term,  let  us  next  consider  the  ques- 


tion of  whether  or  not,  in  accordance 
with  this  principle,  the  income  derived 
from  prq[>erty  can  ever  legitimately 
be  classed  as  earned.  We  may  take 
first  the  case  of  a  man  who  works  dili- 
gently for  another  and  receives  as  part 
of  his  pay  a  due  bill  or  note.  Such  a 
certificate  of  indebtedness  is  a  typical 
form  of  property;  yet  it  is  hard  to  see 
how  the  most  rigorous  Marxian  could 
omtend  that  such  property  has  not 
been  earned.  Granted  that  the  note 
has  been  earned,  suppose  that  the  note 
is  exchanged  for  a  house,  is  not  the 
house  also  earned  property?  If  so, 
does  it  not  obvious^  follow  that  the 
services  which  the  house  yields  to  the 
owner  are  earned  to  exactly  the  same 
extent?  Similarly,  if  the  note  is  ex- 
changed for  a  piece  of  land,  is  not  the 
land  likewise  earned? 

To  once  admit  that  any  one  kind  <rf 
property  may  be  earned,  is  thus  evi- 
dently equivalent  to  admitting  that 
all  property  may  be  earned;  and  to  ad- 
mit that  property  may  be  earned  is  to 
admit  that  the  income  from  property 
may  also  be  earned,  for,  as  before 
stated,  property  is  merely  a  title  to 
such  income. 

At  this  point,  however,  the  clever 
Marxian  will  interpose  an  objection. 
While  admitting  that  the  face  value  of 
the  above-mentioned  note  may  legiti- 
mately be  referred  to  as  earned,  he 
will  point  out  the  fact  that,  when  the 
note  falls  due,  the  owner  is  likely  to 
demand,  not  only  this  earned  principal, 
but  also  an  additional  sum  known  as 
interest,  which,  in  the  opinion  of  the 
Mandaiy  has  in  no  sense  been  earned, 
but  is  merely  extorted  from  the  holder 
of  the  note.  This  analysis  of  the  pay- 
ment into  two  parts  b  entirely  logical, 
and  brings  us  face  to  face  with  the 
question  of  whether  or  not  all  interest 
necessarily  falls  into  the  cat^ory  of 
unearned  income. 
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Wealth  and  Its  AccuinjLATioN 

Presumably  no  student  of  economics 
will  deny  that  a  necessary  prerequisite 
to  the  advance  of  society  from  barba- 
rism to  civilization  is  the  saving  of  tan- 
gible wealth  and  its  accumulation  into 
relatively  large  masses,  each  mass 
being  under  unified  control.  Thus, 
efficient  farming  requires  an  aggrega- 
tion of  live  stock,  machinery,  buildings, 
fences  and  other  equipment,  the  pro- 
duction of  which  has  required  years  of 
work  for  some  one.  A  modern  factory 
represents  such  a  concentration  of 
wealth  on  a  much  larger  scale,  since  it 
often  embodies  the  results  of  millions 
of  days  of  toil.  Modem  productive 
methods  are  therefore  only  possible 
because  many  persons  have  refrained 
from  consimiing  some  part  of  the  out- 
put resulting  from  their  respective 
efforts,  and  because,  in  one  way  or 
another,  single  managements  have 
each  been  placed  in  control  of  large 
aggregates  of  such  savings. 

Saving  and  concentration  of  the 
control  (though  perhaps  not  neces- 
sarily the  ownership)  of  wealth  are, 
therefore,  two  foundation  stones  of 
civilization.  How  can  these  two  fun- 
damentals best  be  secured? 

History  affords  exan4>les  of  states  in 
which  powerful  rulers  or  even  private 
individuals  through  arbitrary  power 
such  as  force  of  arms,  the  use  of  mo- 
nopoly or  the  enslavement  of  sections  of 
the  population  have  accumulated  pn^- 
erty  on  a  scale  sufficient  to  permit  of  a 
reasonable  rate  of  economic  progress. 
But  feudalism  and  despotism  have  been 
slowly  but  surely  yielding  before  the 
march  of  democracy;  hence,  it  b  evi- 
dent that,  as  devices  for  saving  and 
concentration,  they  fail  to  satisfy 
modem  public  opinion.  Uncontrolled 
private  monopolies  are  almost  univer- 
sally detested,  and  have  been  declared 
in  some  of  our  state  constitutions  to 


be  contrary  to  the  spirit  of  free  peoples. 
Public  sentiment  in  general  apparently 
considers  them  as  entirely  undesirable 
institutions.  What  satisfactory  meth- 
ods of  bringing  about  saving  and 
concentrated  control  over  property  are 
then  available? 

Many  socialists  advocate  the  idea 
of  making  these  processes  functions  of 
the  state  and  of  the  state  only.  This 
solution  of  the  problem  is  presumably 
a  possible  one,  for  the  socialist  state 
could  retain  each  year  such  of  the  in- 
dustrial output  as  the  officials  believed 
it  necessary  to  devote  to  productive 
processes.  As  yet,  however,  our  elec- 
torate have  shown  no  disposition  to 
place  the  industry  of  the  country  en- 
tirely in  the  hands  of  the  government. 
As  long  as  the  voters  remain  of  this 
mind,  saving  and  concentration  must 
be  secured  in  some  other  way,  if  civili- 
zation is  to  continue. 

Now  the  fact  appears  to  be  indispu- 
table that  the  vast  majority  of  human 
beings  are  so  constituted  that  they  pre- 
fer present  to  future  goods;  that  is,  for 
example,  they  would  sooner  have  their 
cake  today  than  a  year  hence;  rather 
see  a  play  tonight  than  next  season. 
Under  these  circumstances,  the  natural 
tendency  is  to  consume  all  wealth  as 
fast  as  it  is  created. 

Owing  to  this  time  preference  for 
present  goods,  individual  initiative, 
imless  stimulated  by  some  special  in- 
centive, fails  to  provide  a  sufficient 
supply  of  saving  to  meet  the  needs  of 
modem  industry.  It  has,  therefore, 
been  found  just  as  necessary  to  pay 
those  who  save  for  their  sacrifice  in 
refraining  from  following  their  natural 
bent  to  use  up  all  their  income  as  soon 
as  received,  as  it  is  to  pay  other  persons 
for  giving  up  their  natural  longing  for 
rest  or  recreation,  as  they  must  do 
when  they  work  in  a  shop,  office  or 
factory. 
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The  average  poor  workingman  would 
be  just  aa  ready  to  put  in  two  hours  of 
overtime  as  to  wait  four  years  to  receive 
the  five  dollars  which  is  coming  to  him 
as  an  ordinary  day's  pay.  The  dollar 
that  he  is  paid  as  wages  for  overtime 
or  the  dollar  that  he  receives  as  interest 
on  the  five  dollars  because  he  waits 
four  years  for  his  daily  wage  both  repr^ 
^ent  payments  for  something  which  he 
will  on^  do  if  pay  therefor  is  in  pros- 
pect. In  many  instances,  therefore, 
payments  for  saving  and  payments  for 
labor  are  both  alike  rewards  paid  to 
those  who  have  suppressed  their  nat- 
ural desires  in  order  to  serve  the  needs 
of  others.  If  one  is  earned,  so  is  the 
other  also.  The  man  who  gathers 
wealth  by  refraining  today  firom  buy- 
ing the  things  which  he  desires  to  con- 
sume at  present,,  benefits  society  by 
accumulating  property  rights  which  he 
himself  may  use  in  bringing  about  more 
effective  processei^  of  production,  or 
which  he  may  loan  to  others  who  may 
use  them  for  a  like  end.  This  service 
to  society  involves  real  sacrifice,  and 
the  interest  which  he  receives  in  pay- 
ment for  this  sacrifice  is  earned  just 
as  truly  as  are  the  wages  for  his  labor. 

However,  it  does  not  necessarily 
follow  that  all  accumidation  of  wealth 
represents  sacrifice.  Some  persons  are 
so  wealthy  that  it  would  be  a  great 
burden  to  be  compelled  to  spend  their 
entire  income  upon  consumption  goods. 
Saving  by  this  class  can  not  be  said  to 
involve  abstinence.  Their  saving  is 
inadvertent  and  the  interest  which 
they  receive  for  the  use  of  property 
rights  thus  accumulated  can  scarcely  be 
classified  as  '^a  just  recompense  for 
services  rendered." 

Similarly,  when  a  monopolist,  by 
Use  of  his  peculiar  power,  gathers  to- 
gether property,  he  may  be  doing  soci- 
ety a  real  service  by  such  accumulation, 
but  it  is  astretch  of  the  imagination  to 
say  that  he  has  necessarily  earned  the 


wealth  amassed.  His  power  has  col- 
lected it,  but  the  aggregation  of  re- 
sources has  been  secured  only  because 
others  have  been  compelled  to  refrain 
from  consumption.  He  himself  may 
have  given  nothing — ^may  have  made 
no  sacrifice.  Likewise,  not  all  amounts 
collected  as  wages  are  actually  earned. 
Many  an  employe  loafs  on  his  job  or 
does  such  poor  work  at  times  that  he 
adds  nothing  to  the  output.  Hence, 
we  are  forced  to  the  conclusion  that 
some  parts  of  property  income  are 
earned  and  some  parts  unearned;  that 
even  wages  and  salaries,  while  perhaps 
usually  earned,  are  also  frequently 
unearned.  The  distinction  betwe^i 
earned  and  unearned  income  can  not, 
therefore,  be  validly  based  upon  the 
premise  that  one  comes  from  labor 
while  the  other  is  received  in  the  form 
of  interest  payments  or  other  returns 
from  prqperty.  If  earned  income  is  to 
bedistinguished  from  unearned  income, 
the  line  of  demarcation  must  be  other- 
wise drawn. 

iNCOBiE   FROM  MATERIAL   WEALTH 

The  followers  of  Henry  Geoi^  at- 
tempt to  divide  income  ht>m  material 
wealth  into  two  classes:  that  received 
as  payments  for  the  use  of  the  gifts  of 
nature,  and  that  derived  from  artificial 
improvements  on  the  land.  The  first 
t3T)e  of  income,  they  contend,  h 
wholly  unearned  and  therefore  ought 
to  be  confiscated  by  the  state. 

Their  doctrine  rests  entirely  upon 
two  assiunptions:  first,  that  all  prop- 
erty in  natural  resources  was  originally 
acquired  without  making  any  adequate 
return  to  society  therefor,  and  hence 
that  most  land  titles  rest  originally  on 
theft;  second,  that  no  valid  transfer  can 
be  made  of  property  acquired  through* 
theft.  The  first  assumption,  while 
based  largely  upon  surmise,  presum- 
ably corresponds  fairly  closely  to  the 
facts;  the  second  premise,  if  carried  to- 
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its  logical  conclusion,  leads  to  results 
not  at  all  in  conformity  with  the  usual 
tenets  of  the  Single  Taxers.  It  requires 
but  little  acumen  to  perceive  that  if 
legal  title  can  not  be  given  to  stolen 
goods,  likewise  legal  title  can  be  given 
to  no  part  thereof  or  product  derived 
therefrom.  If  all  the  land  is  stolen 
ptoperty,  so  obviously  also  are  all  the 
minerals  dug  from  the  land,  all  the 
wood  cut  from  the  land,  all  the  crops 
grown  on  the  land.  Our  monetary 
$ystem  rests  on  stolen  gold;  our  houses 
are  built  of  stolen  wood  and  brick;  our 
<;lothes  are  made  of  stolen  cotton  and 
wool;  and  our  bread  is  composed  of 
stolen  wheat.  This  logic  drives  us 
perforce  into  the  camp  of  the  anarch- 
ists who  condemn  all  private  property 
because  it  rests  on  force. 

The  theory  that  to  establish  valid 
title  we  must  hark  back  to  the  begin- 
ning of  things  is  so  palpably  absurd 
as  to  seem  unworthy  of  the  considera- 
tion of  any  serious  thinker.  Yet, 
strangely  enough,  a  recent  writer  of 
recognized  ability  has  apparently  en- 
dorsed this  very  doctrine  in  a  disguised 
form.*  The  courts,  however,  are  more 
logical  in  carrying  back  oyer  only  a 
relatively  short  period  of  time  their  in- 
vestigations into  the  validity  of  titles. 
Modem  business  is  only  possible  on  the 
theory  that  unquestioned  possession 
soon  becomes  practically  equivalent 
to  legal  ownership. 

We  are  then  forced  to  the  conclusion 
that,  as  long  as  men  are  permitted  to 
exchange  labor  for  money,  and  money 
for  land,  the  property  in  the  land  and 
the  rent  of  the  land  are  neither  more 
nor  less  earned  than  the  property  in 
the  money  itself.  The  effort  to  place 
in  the  category  of  unearned  incomes  all 
rents  arising  from  gifts  of  nature  evi- 
dently, therefore,  results  in  absolute 
failure. 

^Brown,  Harry  G.  The  theory  cf  Earned 
and  Unearned  liuxmee,  pp,  8(MHH)8. 


Unbabnbd  Increment    . 

While  the  contention  of  Henrjr 
George,  that  all  land  rents  are  un- 
earned, has  been  ^ven  relatively  little 
support  by  orthodox  economists,  an- 
other doctrine  originating  in  the  ranks 
of  the  Single  Taxers  has  received  more 
serious  consideration.  This  is  the 
theory  that  increases  in  land  value  con- 
stitute an  "unearned  increment."  Tht 
truth  or  falsity  of  this  assumption  may 
perhaps  best  be  ascertained  if  we  first 
consider  the  case  of  the  coal  merchant. 
He  buys  coal  for  twelve  dollars  and  seUs 
it  for  fourteen  dollars  a  ton.  Does  he 
get  an  unearned  increment?  Most 
economists  will  agree  at  once  that  he 
does  not.  He  is  paid  for  his  service  in 
holding  the  coal  in  readiness  for  the 
customer — a  process  in  which  time 
utility  is  added  to  the  coal.  Inexactly 
the  same  way,  the  land  merchant  who 
buys  urban  land  in  large  tracts,  an4 
sells  it  off  in  small  parcels  on  tennd 
convenient  to  purchasers  of  limited 
means,  earns  a  reasonable  profit  on  the 
transaction. 

The  Single  Taxer  will  at  once  replj^ 
that  such  instances  are  purpose)^^ 
chosen  to  avoid  meeting  his  contentionii 
fairly.  He  will  say  that  the  term  "un- 
earned increment"  is  applicable  mainly 
to  those  cases  in  which  the  land  has 
risen  in  value,  not  because  of  any  effort 
of  the  owner,  but  solely  as  an  effect  of 
the  growth  in  the  demand  for  land»  i^ 
factor  over  which  the  owner  manifestly 
has  no  control.  To  illustrate,  he  will 
cite  the  instance  of  the  man  who  pur- 
chases a  city  lot  and  does  i^othing  tcf 
it  whatever,  but  nevertheless  even- 
tually jeaps  a  thousand  per  cent  profit 
on  his  investment.  Here,  we  are  told, 
is  a  typical  example  of  unearned 
increment. 

The  Single  Taxer's  contention  in 
this  case  has  mudi  weight,  though  his 
opponents  can  argue  with  some  reason 
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that»  under  existing  social  arrange- 
ments, any  speculative  gains  made  by 
an  owner  of  earned  property  through 
its  use  are  also  earned.  But  if,  for  the 
sake  of  argument,  we  endorse  the  posi- 
tion of  the  Single  Taxer  in  this  respect, 
we  can  not  stop  without  carrying  the 
principle  to  its  logical  conclusion: 
namely,  that  all  speculative  or  chance 
gains  are  unearned.  There  is  no  logical 
reason  whatever  for  distinguishing 
between  gains  in  the  value  of  land  and 
increases  in  the  value  of  securities  or 
commodities  held  for  profit  or  specula- 
tion. If  one  is  unearned  increment, 
the  other  must  be  also. 

It  may  be  remarked  in  passing  that 
only  he  who  has  never  tried  his  hand 
at  speculation  will  lean  to  the  theory 
that  unearned  increments  vastly  ex- 
ceed unearned  decrements  in  point  of 
size.  The  Single  Taxer  will  assert  that 
right  at  this  point  lies  the  distinction 
between  unearned  increments  accruing 
from  rising  land  values  and  those  ob- 
tained from  other  lines.  Increasing 
population,  he  will  say,  makes  land 
rents,  and  therefore  land  values  rise 
continuously,  and  hence  the  purchaser 
of  land  gains  easily  and  certainly. 

Land  Values 

Such  an  assumption  is  apparently 
founded  upon  poor  mathematical  train- 
ing. It  can  easily  be  shown  by  the  use 
of  elementary  arithmetic  or  algebra 
that  land  value  is  the  discounted  sum 
of  all  anticipated  future  rents  and  this 
sum  is  likely  to  differ  widely  from  the 
present  rent  divided  by  the  current 
interest  rate — ^a  formula  which  is  too 
commonly  assumed  to  be  universally 
applicable.  If  land  values  always 
varied  in  proportion  to  land  rents, 
vacant  city  lots  would  evidently  be 
practically  valueless.  Experience  am- 
ply verifies  the  conclusion  that  the 
ratio  of  land  values  to  rents  is  an  ex- 
tremely variable  one.     For  example. 


in  a  given  locality,  even  though  land 
rents  are  steadily  rising,  they  are  not 
going  up  as  n^idly  as  people  have  ex- 
pected; the  town  no  longer  promises  to 
become  soon  the  great  metropolis  whidi 
its  promoters  predicted  as  its  not  dis- 
tant goal;  and  hence,  the  value  of  city 
lots  is  falling  tremendously  even  while 
rents  are  still  rising.  In  such  an  in- 
stance, not  only  does  the  expected  un- 
earned increment  fail  to  materialise, 
but  the  speculator  suffers  a  net  loss. 

Furthermore,  even  though  land  val- 
ues have  risen  tremendously  throu^- 
out  the  United  States,  it  does  not  fol- 
low that  most  land  speculators  have 
made  easy  money  any  more  than  that 
we  can  assume  that  stock  speculators 
on  the  ''long"  side  are  all  profiting 
hugelyduring  a ''bull "market.  Losses 
on  the  reactions  are  numerous,  and  im- 
mense paper  profits  are  frequently 
never  converted  into  anything  more 
tangible. 

There  seems  no  reason,  whatev^, 
then,  for  differentiating  speculative 
profits  in  land  from  speculative  profits 
in  any  other  field,  or  for  supposing  that 
land  speculation  has,  in  general,  proved 
more  lucrative  than  other  forms  oi 
speculation;  or  even  for  assuming  that 
the  excesses  of  speculative  gains  ov^ 
speculative  losses  in  any  line  are  more 
than  sufficient  to  pay  ordinary  wages 
for  the  time  devoted  by  the  speculators 
to  their  dealings.  It  is,  in  fact,  not  at 
all  impossible  that  specidative  losses 
may,  in  amoimt,  fully  equal  speculative 
guns. 

In  this  connection,  it  may  be  well 
to  call  attention  to  the  fact  that  super- 
ficial thinkers  veiy  commonly  fail  to 
distinguish  between  purely  nominal 
gains  and  speculative  profits.  During 
the  period  1014  to  1920,  many  owners 
of  lands,  stocks,  etc.,  saw  their  pr(q>erty 
double  in  money  value  and  they  natur- 
ally felt  that  they  had  made  great 
profits.    But  if  they  soki  in  1920,  they 
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quickly  discovered  that  each  dollar 
would  buy  only  half  as  much  as  in 
1014.  They  had  no  unearned  incre- 
ment, no  speculative  profit  whatever, 
— ^nothing  had  happened  but  a  change 
in  the  measuring  stick  of  value — yet 
many  of  these  unf  ortimate  individuals 
had  to  pay  heavy  taxes  on  Uiis  imagi- 
nary increase  in  assets  which  would 
be  pointed  out  by  many  as  a  splendid 
example  of  unearned  income. 

Inherited  iNCOBiE 

A  type  of  income  commonly  referred 
to  as  wholly  unearned  is  that  received 
through  inheritance.  While  it  must  be 
granted  that  much  inherited  income  is 
unearned,  it  is  just  as  certain  that  very 
considerable  amounts  of  inherited  prop- 
erty represex^  earnings  of  the  heirs. 
When,  for  example,  a  man  and  wife, 
working  together,  accimiulate  property 
during  a  lifetime  of  hard  work,  the 
title  commonly  rests  in  the  husband 
and,  at  his  death,  is  often  transferred 
to  the  wife.  Although  she  is  nominally 
an  heir,  yet  it  is  absurd  to  say  that  this 
entire  inheritance  is,  to  her,  unearned 
income.  The  same  situation  holds  to 
no  inconsiderable  extent  as  regards 
property  inherited  by  grown  sons  and 
daughters  who,  by  their  efforts,  have 
contributed  materially  to  its  accumu- 
lation. 

From  the  preceding  discussion,  it 
becomes  evident  that  earned  and  un- 
earned income  can  not  be  separated 
from  each  other  by  means  of  any  rough 
and  ready  rule.  Wages,  salaries,  in- 
terest, rent,  profits  from  the  purchase 
and  sale  of  land  or  other  commodities, 
property  acqiiired  through  inheritance, 
all  represent  classes  including  some 
earned  and  some  unearned  incomes; 
and  only  by  a  searching  analysis  of  each 
individual  case  can  it  be  determined 
even  approximately  as  to  what  propor- 
tion of  tjie  income  in  each  class  is  justly 
entitled  to  be  designated  as  unearned. 
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The  distinction,  then,  while  not  espe- 
cially difficult  in  theory,  is  extremely 
hard  to  apply  to  actual  cases  of  income 
of  individuals.  Is  there  any  real  reason 
for  attempting  such  a  differentiation? 

The  only  plea  that  seems  to  have 
been  advanced  for  making  such  an 
attempt  is  in  order  that  a  higher  tax 
rate  may  be  levied  on  unearned  than 
on  earned  incomes.  Is  a  differentiation 
for  this  purpose  wise? 

At  first  thought,  it  seems  only  rea- 
sonable that  unearned  incomes  ^ould 
bear  a  heavier  burden  than  earned. 
If  they  have  been  gained  without  effort, 
why  9ot  take  them  wholly  or  in  part 
for  the  use  of  the  state?  Let  us  see, 
however,  how  such  a  policy  will  work 
in  practice. 

Inheritance  Tax 

In  the  case  of  inherited  incomes,  it  is 
quite  evident  that  earned  incomes' 
ought  to  be  exempt  from  the  inherit- 
ance tax,  but  is  it  feasible  to  measure 
the  exact  fraction  earned?  Further- 
more, minor  children  who,  in  the  nature 
of  things,  can  have  earned  no  part  of 
their  father's  estate,  have  been  in  his 
mind  when  he  saved  for  their  benefit. 
Evidently,  it  would  be  unjust  to  sub- 
ject their  inheritance  t(/heavy  burdens 
simply  because  they  have  not  earned  it. 
Other  bases  for  grading  the  inheritance 
tax  rate,  as  for  example,  size  of  the 
estate,  closeness  of  relationship,  etc., 
seem  to  furnish  equally  logical  criteria 
for  this  purpose,  and  they  are  much 
less  difficult  to  apply. 

Speculative  Profits 

Another  important  fraction  of  un- 
earned income  consists  of  speculative 
profits.  Shall  we  tax  those  gains  at  a 
burdensome  rate?  If  so,  we  shall  dis- 
courage speculation  unless  we  are  pre- 
pared to  pay  out  about  the  same 
amount  of  money  to  speculators  who 
lose  as  we  receive  in  taxes  from  those 


Digitized  by 


Google 


258 


The  Annai^  of  thb  American  Acadebtt 


who  win.  Is  this  desirable?  Specula- 
tion tends  to  degenerate  into  gambling 
and  gambling  is  generally  recognized 
as  an  anti-social  form  of  activity.  The 
suppression  of  speculation  would,  then, 
perhaps  lessen  this  evil.  On  the  other 
hand,  is  not  freedom  to  purchase  and 
sell  commodities  at  will  essential  so 
long  as  we  prefer  to  maintain  the  com- 
petitive order?  It  is  next  to  impos- 
sible to  maintain  even  an  approxima- 
tion to  freedom  of  trade  without  also 
having  much  speculation.  Most  econ- 
omists f^ree  that  speculation  tends  to 
take  the  burden  of  risk  from  the  shoul- 
ders of  industry  and  to  place  it  upon 
specialists  who  are  willing  to  carry  it; 
also,  that  speculation  tends  to  stabilize 
prices.  To  crush  out  speculation  by 
means  of  taxation,  is,  therefore,  a 
policy  of  doubtful  merit.  Furthermore, 
it  is  extremely  difficult  to  tell  in  any 
case  where  normal  mercantile  profits 
(or  pay  for  the  expense  of  carrying 
goods)  end,  and  where  speculative 
profits  begin.  On  the  whole,  we  could 
scarcely  expect  a  differentiation  of  the 
tax  rate  on  earned  and  unearned  in- 
comes to  remedy  any  of  the  evils  con- 
nected with  speculation  imless  the  tax 
is  sufficient  ^o  practically  abolish 
speculation,  and  the  doing  away  with 
speculation  seems  almost  certain  to 
be  impracticable  as  well  as  detri- 
mental so  long  as  we  are  not  prepared 
to  convert  industry  to  a  completely 
socialistic  basis. 

It  appears,  therefore,  that  a  law  re- 
quiring a  differential  tax  rate  upon 
earned  and  unearned  incomes  would 
give  rise  to  such  a  host  of  difficulties 
in  the  classification  of  income  that  it 
would  be  wholly  impracticable  to  make 
assessments  with  any  reasonable  ap- 
proach to  justice,  and  that  even  if 
assessments  could  be  fairly  made,  the 
differentiation  in  the  tax  rate  would  be 
as  likely  to  be  harmful  as  beneficial. 

As  a  matter  of  fact,  however,  pre- 


sumably no  one  is  seriously  anxious  to 
establidi  any  such  differential  tax  if  a 
scientific  basis  of  income  classification 
is  to  be  attempted. 

Tax  on  Property  Incx>mes 

The  whole  movement  for  a  higher 
tax  rate  on  ^'unearned''  incomes  is 
merely  a  plan  to  put  more  burdens 
upon  incomes  from  property  and  less 
upon  receipts  from  salary  or  wages. 
This  procedure  is  sometimes  justified 
upon  the  theory  that  the  income  from 
property  is  more  regular  in  its  flow  and 
hence  can  better  stand  taxation.  Can 
it  logically  be  said,  however,  that  the 
regularity  of  receipt  of  income  neces- 
sarily increases  tax-paying  ability? 
May  it  not,  in  fact,  be  true  that  the 
reverse  is  more  commoply  the  case? 
Under  a  progressive  system  of  taxation^ 
unusual  gains  in  an  exceptional  year 
are  likely  to  mean  heavy  contribu- 
tions to  the  public  treasury,  but  most 
of  this  money  has  been  easily  obtained 
and  can,  therefore,  be  turned  over 
to  the  government  with  relatively 
small  sacrifice. 

It  is  no  doubt  true  that  the  larger 
the  proportion  of  the  tax  burden  laid 
upon  funded  incomes,  the  less  it  will  be 
necessary  to  vary  the  tax  rate  from 
year  to  year  in  order  to  meet  the  nor- 
mal expenditures  of  the  government. 
This  lightening  of  the  duty  of  adminis- 
trative officials  scarcely  seems,  however,, 
to  be  a  matter  of  primary  importance, 
and  the  advantages  gained  in  this 
direction  are  much  more  than  offset 
by  the  discowagement  to  saving, 
which  would  result  if  the  income  from 
present  labor  were  taxed  less  and  the 
fruits  of  past  labor  were  burdened  more 
heavily.  Were  the  tax  differential 
large  enough  to  reduce  saving  radically, 
the  necessary  result  would  soon  be 
either  to  lessen  the  average  income  of 
the  people  of  the  nation  or  else  to  bring 
about  the  substitution  of  governmental 
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for  private  saving.  The  proposal  to 
tax  property  incomes  at  a  higher  rate 
than  other  incomes  is,  then,  appar- 
ently intended  merely  as  an  entering 
wedge  leading  eventually  at  best  to  so- 
cialism; at  the  worst,  to  Bolshevism,  or 
anarchy.  Those  favoring  such  a  pro- 
gram should  then  do  so  because  they 
favor  one  or  the  other  of  these  ends, 
and  not  because  they  are  attempting 
to  install  a  less  burdensome  fiscal  sys- 
tem or  to  secure  a  more  equal  distribu- 
tion of  wealth  among  the  people.  If  the 
last  mentioned  program  is  deemed  desir- 
able, it  can  be  much  more  logically  and 
eflFectively  accomplished  by  means  of 
progressive  income  taxes  and  by  a  scien- 
tific system  of  inheritance  taxation. 

As  a  matter  of  fact,  the  attempt  to 
divide  incomes  into  categories  desig- 
nated as  "earned"  and  "unearned" 
seems  to  serve  no  practical  purpose  and 
this  classification  appears  to  have  been 
devised,  not  with  any  intent  to  aid  sci- 
ence or  statecraft,  but  in  an  effort  to 
stigmatize  the  institution  of  private 


property  by  subtly  coupling  with  the 
name  of  the  receipts  derived  there- 
from an  adjective  having  a  derogatory 
implication. 

Economists  who  carelessly  use  the 
term  "  unearned  income  "  as  a  synonym 
for  income  arising  from  property  are 
imwittingly  playing  into  the  hands  of 
those  who  are  tibus  attempting  by  in- 
sidious and  devious  methods  to  under- 
mine the  institution  of  private  prop- 
erty. It  goes  without  saying  that 
scientists  should  avoid  such  a  course, 
unless  they  deliberately  desire  to  de- 
stroy this  fundamental  basis  of  the 
existing  economic  order,  and,  in  that 
case,  the  correct  policy  would  seem  to 
bring  the  attack  into  the  open  and 
fight  out  the  issue  on  its  merits  and 
demerits. 

When  economists  unite  in  insisting 
upon  a  logical  use  of  the  term  "un- 
earned" as  applied  to  income,  it  is 
more  than  probable  that  the  term  will 
soon  be  discarded  as  a  superfluous 
addition  to  economic  terminology. 


Better  Methods  of  Municipal  Bonding 

By  H.  W.  DoDDs 

Secretary,  National  Municipal  League 


POLITICAL  leaders  have  not  given 
su£Scient  thought  to  the  advan- 
tages which  would  flow  from  the  adop- 
tion of  an  approved  uniform  mimicipal 
indebtedness  law  by  the  various  states. 
While  mimicipal  bonds  as  a  class  will 
perhaps  never  be  considered  as  secure 
an  investment  as  United  States  bonds, 
there  is,  in  many  states,  room  for 
improvement.  Improvident  and  un- 
sound muiiicipal  financing  in  one  part 
of  the  country  reacts  upon  the  market 
for  all  mimidpals.  The  recent  diffi- 
•culties  experienced  by  several  British 
Columbia  cities,  so  serious  as  to  cause 
the  provincial  minister  of  finance  to 


urge  that  the  province  assume  their 
debts,  will  depress  the  market  for  all 
mimicipal  bonds  issued  in  northwestern 
Canada  for  some  time  to  come. 

If  there  is  need  for  uniformity  as 
between  the  various  states,  how  much 
more  pressing  for  any  particular  state 
is  the  matter  of  sound  bonding  practice 
for  the  cities  within  its  borders.  Large 
cities  may  develop  a  credit  of  their 
own,  but  with  average  cities  credit  is  a 
mutual  accomplishment.  Only  by  un- 
iformly sound  practice  can  the  mimic- 
ipalities  (cities,  counties  and  school 
districts),  within  a  state  create  a  mar- 
ket for  their  issues  one  hundred  per 
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cent  satisfactory.  Aside  from  the 
theoretical  and  somewhat  debatable 
duty  of  the  commonwealth  to  compel 
its  political  subdivisions  to  follow 
sound  financial  methods,  is  the  prac- 
tical and  decisive  argument  of  the  mar- 
ket. Conservative  bond  dealers  have 
estimated  that  the  market  for  New 
Jersey  mimicipal  bonds  was  improved 
from  twenty-five  to  fifty  per  cent  by 
the  passage  of  the  Pierson  Act  of  1916. 

CONSTirUTIONAL  PROVISIONS 

Americans  have  never  favored  cen- 
tralized, state  administrative  super- 
vision of  cities.  It  is  considered  vio- 
lative of  home  rule.  Attempts  to  set 
up  such  financial  control  over  cities 
have  usually  extended  to  supervision 
of  accounting  methods  only.  Indiana 
recently  gave  a  state  board  power  to 
approve  or  disapprove  proposed  munic- 
ipal bond  issues,  but  the  innovation, 
although  justified  at  the  time  by  good 
practical  reasons,  was  so  unpopular  as 
to  make  an  early  repetition  of  the 
&q)eriment  improbable.  As  de  Toc- 
queville  long  ago  pointed  out,  Amer- 
icans prefer  to  entrust  necessaiy  super- 
vision over  local  government  to  the 
legislature  rather  than  to  adopt  the 
French  model  of  centralized  adminis- 
tration. Our  method,  therefore,  re- 
quires a  multiplicity  of  laws  which 
seek  to  regulate  in  extreme  detail  the 
actions  of  local  government.  While 
such  legislation  is  often  unduly  meddle- 
some and  contrary  to  good  home  rule 
principles,  a  state  municipal  indebted- 
ness law,  applicable  alike  to  all  local 
units,  can  not  be  condemned  as  such. 

Because  of  the  flexibility  of  financial 
practices  and  conditions,  the  regula- 
tions imposed  upon  municipalities 
should  be  readily  amendable.  Noth- 
ing, therefore,  should  appear  in  the 
constitution  except  provisions  limiting 
the  amounts  of  debt  which  local  govern- 
ments can  incur.    Practice  seems  to 


justify  constitutional  debt  limits.  The 
market  demands  them,  since  th&e 
appears  to  be  no  other  way  to  estimate 
a  city's  borrowing  power  than  as  a 
percentage  on  taxable  property.  A 
city's  balance  sheet  is  meaningless  as  a 
guide  in  undertaking  new  expenditures. 
Since  the  basis  for  estimating  pro]>ar 
debt  contracting  power  is  the  assessed 
valuation  of  property  subject  to  taxa- 
tion, debt  limits  should  be  applied 
territorially  to  prevent  evasicm  by  the 
erection  of  special  municipal  districts. 
The  debt  limits  should  be  as  liberal  as 
the  market  will  stand  and  bonds  which 
cover  revenue-producing  enterprises 
or  which  are  issued  against  special 
assessments  should  be  exempt  from 
them.  There  are  difficulties  about  a 
hard  and  fast  limit  which  can  be 
avoided  by  giving  to  a  state  finance 
commission  power  to  review  proposed 
bond  issues  after  the  city's  debt  has 
passed  a  certain  percentage.  Such 
an  arrangement  will  protect  a  city 
from  falling  into  loose  borrowing 
habits,  but  will  not  render  impossible 
wise  municipal  investments  as  b  often 
the  case  under  rigid  constitutional 
debt  limits. 

Current  Expenses 

We  now  come  to  a  consideration  of 
the  principal  provisions  embodied  in  a 
sound  bond  law.  First  of  all,  wise 
public  financing  requires  that  no  loan 
should  be  contracted  to  meet  current 
expenses.  One  exception  may  be  made 
because  of  the  common  practice  by 
which  taxes  are  not  collected  until 
nearly  the  close  of  the  fiscal  year. 
Accordingly,  temporary  loans  in  antic- 
ipation of  revenues  should  be  per- 
mitted, but  only  on  the  condition  that 
they  be  retired  at  an  early  date  in  the 
next  fiscal  year.  It  would  be  much 
more  economical  to  advance  the  period 
of  tax  collections  to  the  first  part  of  the 
year  and  thus  avoid  the  necessity  of 


Digitized  by 


Google 


BSTTBR  MbT&ODS  OF  MXTMICIPAL  BONDING 


Ml 


borrowing.  New  Jersey  saves  a  lot  of 
money  by  collecting  her  taxes  in  two 
installments,  the  first  falling  in  the 
middle  of  the  fiscal  year. 

In  this  matter  of  borrowing  for  cur- 
rent expenses,  older  municipal  prac- 
tice was  extremely  lax.  Examples, 
such  as  fifty  year  bonds  used  to  pur- 
chase street  brooms,  can  be  cited  freely. 
But  ciurent  expenses  may  mean  more 
than  operating  or  maintenance  of  exist- 
ing property  or  administration.  Par- 
ticularly in  the  case  of  larger  cities, 
many  capital  outlays  are  properly 
current  expenses  because  they  are 
recurring  charges.  School  buildings 
are  recurrent  charges  in  New  York. 
Fire  equipment  and  street  paving  are 
recurring  expens^  in  almost  any  city. 
Since  certain  sums  are  spent  each  year 
for  paving  or  for  new  public  schools, 
these  capital  outlays  ^ould  be  met 
from  current  funds.  This  policy  is 
known  as  the  "pay-as-you-go"  policy 
and  was  first  inflicted  upon  New  York 
City  by  the  legislature  in  1916  at  the 
dictation  of  bond  dealers  who  had  be- 
come alarmed  at  the  city's  improvi- 
dence. Of  course,  it  was  applied  only 
to  non-revenue  producing  improve- 
ments and  its  strict  application  has 
been  alleviated  on  occasions,  ostensibly 
because  of  war  conditions. 

As  pointed  out  in  the  report  of  the 
New  York  joint  legislative  conunittee 
on  taxation  and  retrenchment  in  19^ 
no  one  would  think  seriously  of  issuing 
bonds  to  pay  for  office  furniture,  even 
though  a  steel  cabinet  will  last  indef- 
initely, because  it  represents  recurring 
charges.  Thus,  any  city  will  save 
thousands  of  doUars  by  estimating  the 
amount  of  the  bond  issues  which  it  has 
been  accustomed  to  float  annually  for 
all  purposes,  and  by  providing  that 
hereafter  this  amount  be  included  in 
the  annual  tax  budget.  The  "pay-as- 
you-go"  policy  is  sound  and  applicable 
to  cities  of  almost  any  size.    It  would 


be  in  imiversal  practice  if  our  officials 
did  not  find  it  convenient  and  safe  to 
pass  the  burden  to  posterity. 

The  Term  of  the  Bond 

That  the  term  of  the  bond  should  be 
confined  to  the  life  of  the  improvement 
is  elementary.  Of  course  the  principle 
has  been  much  violated  in  practice. 
In  the  absence  of  state  administrative 
oversight,  the  way  by  which  this  prin- 
ciple is  enforced  (notably  in  the  laws 
of  Massachusetts,  New  Jersey  and 
South  Carolina)  is  to  set  up  in  tide  law 
vaHous  classes  of  improvements  with 
maximum  terms  for  each  class  within 
which  the  bonds  must  mature.  This 
method  has  been  criticized  as  too  in- 
flexible in  a  time  when  municipal 
engineering  and  construction  is  under- 
going rapid  change  and  improvement, 
but  past  experience  demonstrates  that 
local  government  authorities  can  not 
be  left  to  themselves  in  this  matter. 
Since*  the  terms  prescribed  in  law  are 
maximum  and  not  minimum  periods, 
and  since  advance  in  technical  knowl- 
edge is  all  in  the  direction  of  longer 
life  for  the  improvement,  such  time 
limits  as  those  under  consideration  are 
not  objectionable. 

Temporary  financing  should  be  per- 
mitted during  the  construction  of  an 
improvement  for  which  bonds  have 
been  authorized.  If  it  takes  two  or 
three  years  to  complete  an  undertaking 
it  is  only  conmion  sense  to  borrow  from 
time  to  time  only  so  much  money  as  is 
needed  at  successive  periods  until  the 
work  b  completed  and  the  whole  bond 
issue  can  be  fioated.  Such  temporary 
financing  likewise  brings  greater  free- 
dom in  selling  the  final  bond  issue  and 
enables  the  city  to  wait  for  a  more 
favorable  market  if  deemed  expedient. 

Sinking  Funds  Abolished 

Now  that  investors  have  come  to  pre- 
fer serial  bonds  to  sinking  fund  bonds 
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there  is  no  rational  excuse  for  the  latter. 
The  report  of  the  New  York  committee 
referred  to  above  undertook  to  justify 
sinking  funds  for  larger  cities  on  the 
ground  that  they  are  able  to  employ 
skilful  talent  to  administer  them  scien- 
tifically, and  that  the  accumulations 
therein  render  such  cities  independent 
of  market  conditions  in  providing  for 
their  more  extensive  requirements. 
However,  to  most  people  such  munic- 
ipal dabbling  in  finance  will  seem  many 
times  more  dangerous  than  the  rather 
simple  enterprises  which  pubUc  owner- 
ship advocates  are  urging  upon  our 
cities.  The  sinking  fund  principle  has 
been  tried  and  convicted  so  often  as  to 
render  further  comment  superfluous. 

Sinking  funds  are  usually  misman- 
aged. Efforts  to  provide  by  law  auto- 
matic means  for  their  administration 
independent  of  frail  human  agents  fail 
as  later  years  bring  new  market  condi- 
tions. The  indictment  of  the  pres^it 
New  York  State  comptroller  and  his 
predecessor  for  corrupt  practices  in 
connection  with  state  sinking  funds  is 
the  latest  episode  in  a  long  series  of 
similar  embarrassments.  A  recent 
study  of  Cleveland's  sinking  funds 
showed  them  to  be  in  a  deplorable 
state.  Surprising  as  it  may  seem,  a 
share  of  the  blame  for  this  must  be 
placed  upon  the  administration  of  Tom 
Johnson,  who  sometimes  preferred  to 
see  the  city  skip  its  sinking  fund  charges 
rather  than  endanger  his  poUtical 
program  by  raising  the  tax  rate. 

Serial  bonds,  therefore,  should  be 
compulsory,  and  refunding  should  be 
prohibited  except  in  the  event  of  ex- 
treme emergency  such  as  war,  pubUc 
disaster  or  pestilence.  Under  the  usual 
form  of  serials  the  bonds  fall  due 
in  equal  annual  installments,  which 
means  that  as  successive  serials  are 
retired  the  annual  interest  charges, 
and  thus  the  total  debt  charges,  fall 
with  each  passing  year.    For  many 


improvements  this  means  only  that  as 
the  property  depreciates,  the  debt 
charges  decrease,  which  is  a  perfectly 
proper  relationship.  However,  for  im- 
provements of  a  non-depreciable  char- 
acter, or  for  improvements  the  returns 
from  which  will  not  begin  until  after  an 
extensive  period  of  waiting,  some 
device  whidi  will  equalize  the  burden, 
as  in  the  case  of  sinking  funds,  may  be 
desired. 

For  such  cases  so-called  serial  annu- 
ity bonds  may  be  used.  These  are 
bonds  so  arranged  as  to  make  the  sum 
of  principal  and  interest  the  same  for  all 
years.  As  the  sums  paid  for  interest 
decrease,  the  principal  redeemed  in- 
creases by  approximately  the  same 
amount  as  the  interest  payments  dr<^. 
Of  course,  to  work  this  out  with  abso- 
lute accuracy  would  necessitate  some 
bonds  issued  in  absurd  fractions,  but 
except  in  case  of  the  smallest  issues  a 
practical  approximation  can  be  attained 
without  indulging  in  bonds  of  odd 
figures  and  decimals. 

The  Solution  is  Simple 

The  solution  for  loose,  local  borrow- 
ing is  easy.  A  state  law  along  the  lines 
here  indicated  will  do  the  trick.  State 
administrative  oversight  of  local  finan- 
cial practices  will  also  be  an  aid,  and 
many  people  are  prepared  to  recom- 
mend that  a  state  agency  be  estab- 
lished to  provide  discretionary  elas- 
ticity which  can  not  be  attained  by 
mere  statutory  regulations.  The  suc- 
cess of  the  local  government  board  in 
England  and  Canada,  whose  powers 
extend  even  to  disapproving  proposed 
local  issues,  would  seem  to  hold  out  a 
lesson  for  us. 

Following  the  report  of  the  joint 
special  committee  on  municipal  finance 
in  1913,  Massachusetts  pas&ed  a  bond 
law  containing  the  principal  provisions 
here  set  forth.  All  reports  are  that  it 
has  been  an  unqualified  success.    Its 
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conditions  have  been  followed  out  in 
practice,  and  the  former  custom  by 
which  cities  and  towns  secured  numer- 
ous imsound  special  concessions  has 
been  lai^ely  eliminated.  New  Jersey 
followed  in  1916  with  a  similar  law,  the 


success  of  which  was  indicated  above. 
South  Carolina  adopted  a  law,  in  1917, 
foUowing  in  principle  the  New  Jersey 
act.  The  passage  of  such  a  measure 
represents  a  genuine  public  decision  to 
adopt  an  honest  borrowing  policy. 


Problems  of  a  Model  State  Income  Tax 

By  Henry  Herrick  Bond 
Attorney-atrLaw,  Boston 


IF  we  concede  that  the  quest  for 
uniformity  in  state  income  taxes 
is  not  too  visionary  to  justify  oiur 
labors,  and  turn  to  tiie  practical  work 
of  drafting  such  a  model  law,  we  are 
confronted  with  various  problems, 
some  general  and  others  involving 
legal  technicalities  or  matters  of  ad- 
ministrative policy.  It  is  the  purpose 
of  this  article  to  indicate  the  principal 
underlying  problems  and  suggest  their 
solution. 

Form  and  Phraseology 

Let  us  consider  first  the  matter  of 
form  and  phraseology.  Shall  we  adopt 
the  language  ajid  style  of  the  Wiscon- 
sin Act,  the  New  York  Act,  or  that  of 
Massachusetts?  Or  shall  we  follow 
the  federal  drafting?  The  latter  is 
obviously  imperfect,  carelessly  worded, 
often  aonbiguous.  On  the  other  hand, 
Massachusetts'  drafting  sounds  ver- 
bose to  a  New  York  resident,  while 
New  York's  legislative  work  seems 
often  crude  and  incomplete  to  Massa- 
chusetts ears.  We  must  recognize, 
however,  that  the  federal  income  tax 
has  been  applicable  to  an  increasing 
percentage  of  the  entire  population 
since  1913,  that  they  have  become 
gradiially  acquainted  with  its  principal 
requirements  and  the  language  of  its 
paragraphs,  and  that  any  variation 
therefrom  in  future  federal  income  tax 
acts  is  likely  to  be  sUght.    Further- 


more, its  provisions  have  been,  and 
will  be  for  years  to  come,  the  basis  of 
judicial  decisions  that  would  only 
apply  indirectly  and  questionably  to 
an  act  embodying  entirely  different 
phraseology.  Thus  an  adoption  of 
such  different  language  would  be  an 
economic  waste  of  judicial  effort.  For 
these  reasons,  it  seems  preferable  to 
adopt  the  federal  form  and  language 
wherever  possible,  departing  from  it 
only  where  it  is  clearly  ambiguous  or 
where  the  change  is  so  sUght  and  so  in 
the  interests  of  good  English  that  no 
harm  can  result  and  possibly  some  gain 
may  accrue.  Such  an  adoption  of 
federal  form  and  language  is  far  more 
likely  to  be  acceptable  to  the  states  as 
a  whole  than  the  previous  efforts  of  a 
particular  state  legislature  in  this 
direction. 

For  the  same  reason  that  its  pro- 
visions have  become  a  matter  of  fairly 
general  knowledge  among  the  tax- 
paying  public,  and  the  basis  of  court 
decisions  elucidating  and  defining  these 
paragraphs,  it  seems  advisable  to  adopt 
in  the  main  the  federal  provisions 
defining  gross  income  and  net  income. 
These  paragraphs  have  been  tested 
over  a  period  of  years,  cover  the  sub- 
ject matter  adequately,  and  have  in 
the  main  proved  equitable.  Most  of 
the  objections  that  may  be  urged 
against  them  arise  either  from  faulty 
administration  or  from  an  interpreta- 
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tion  that  shrinks  from  conceding  an 
equitable  result  not  clearly  required  by 
the  law  itself.     « 

Shall  the  Act  Be  Changed? 

On  certain  points,  however,  inas- 
much as  the  federal  department  has  so 
definitely  adopted  certain  rules  to  the 
contrary,  a  change  in  the  act  itself 
should  be  seriously  considei^.  Most 
students  of  taxation  will  agree:  (1)  That 
in  determining  gain  or  loss  from  the 
sale  of  property,  the  lidoption  of  a 
necessary  basic  date  value  often  works 
a  hardship  and  creates  a  fictitious 
taxable  profit,  and  that,  therefore,  the 
use  of  actual  prior  cost  in  lieu  thereof 
should  be  optional  with  the  taxpayer; 
(2)  that  exchanges  of  property  for 
shares  in  the  organization  of  a  corpora- 
tion should  not  be  deemed  to  create 
taxable  income;  (3)  that  the  question 
of  whether  taxable  income  is  created 
by  exchanges  of  shares  in  reorganiza- 
tions and  mergers  is  not  handled  upon 
a  satisfactory  basis  under  the  federal 
law.  It  is  further  suggested  that  under 
a  low-rate  state  tax,  the  deduction  of 
all  interest  may  safely  be  permitted, 
ev«i  though  incurred  in  whole  or  in 
part  in  carrying  non-taxable  securities, 
since  any  apportionment  in  such  cases 
is  apt  to  be  arbitrary,  difficult  and 
inexact. 

A  good  income  tax  will  in  the  main 
accord  with  good  accounting  princi- 
ples, and  any  divergence  should  be 
viewed  with  suspicion.  Perhaps  the 
most  striking  instance  of  such  a  diver- 
gence is  in  the  matter  of  contingent 
losses  and  liabilities, — ^matters  which 
every  accountant  will  insist  upon  hav- 
ing set  up  in  the  balance  sheet  in  the 
form  of  reserves,  but  which  the  federal 
authorities,  though  probably  author- 
ized to  permit  this  under  their  law  as 
a  deduction  from  income,  refuse  to 
recognize  imtil  the  Uability  is  deter- 
mined   by    final    court    decision    or 


prior  settlement  between  the  parties. 
This  applies  to  all  tort  liabilities, 
admiralty  claims  and  many  claims  in 
contract  for  damages.  Can  such  mat- 
ters safely  be  included  in  the  list  of 
deductions  from  gross  income?  Obvi- 
ously their  inclusion  must  be  so  han- 
dled that  the  government  will  be 
safeguarded  from  any  abuse  of  the 
privilege.  This  can  be  accomplished 
by  the  adoption  of  some  such  provision 
as  the  following: — 

In  the  case  of  taxpayers  who  keep  regu- 
lar books  of  account  upon  an  accrual  basis 
and  in  accordance  with  standard  accounts 
ing  practice,  reserves  for  bad  debts  and 
for  contingent  liabilities  niay  be  deducted, 
under  such  rules  and  restrictions  as  the  tax 
commission  may  impose.  If  the  tax  ccnn- 
mission  shall  at  any  time  deem  the  reserve 
excessive  in  amount,  it  may  restore  such 
excess  to  income,  either  in  a  subsequent 
year  or  as  a  part  of  the  income  of  the  income 
year,  and  assess  it  accordingly. 

With  the  above  changes,  the  federal 
provisions  as  to  gross  and  net  income 
may  safely  be  made  the  basis  of  a 
model  state  act. 

The  Problem  of  Scope 

Having  thus  outlined  the  tax  itself, 
the  problems  of  its  scope  and  incidence 
must  be  considered.  Shall  it  apply  to 
all  persons  who  realize  income  within 
the  state,  or  shall  it  apply  only  to 
those  who  are  domiciled  within  the 
state?  Massachusetts  has  adopted 
the  latter  test,  Wisconsin  and  New 
York  the  former.  The  New  York 
problem  of  "Jerseyites"  and  com- 
muters from  Connecticut  is  perhaps 
unique,  but  most  western  states  would 
refuse  to  accept  an  act  that  failed  to  tax 
the  income  of  eastern  capitalists  who 
realize  profits  within  the  state  in  min- 
ing or  other  enterprises.  The  test  of 
domicile  or  residence  is  not  an  easy  one 
to  administer,  as  Massachusetts  has 
fqund  out.    n,  however,  eveiy  state 
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should  impose  the  tax  both  upon  its 
legal  residents  and  upon  non-residents 
who  earned  income  within  its  borders, 
then  there  would  be  two  taxes  paid 
upon  all  income  earned  outside  the 
state  of  residence  and  but  one  tax 
upon  income  earned  therein, — an  un- 
fair discrimination. 

This  can  only  be  avoided  either  by 
a  credit  in  one  state  for  taxes  paid  on 
the  same  income  elsewhere,  or  by  the 
adoption  of  the  test  of  domicile  as  the 
sole  basis  for  the  tax.  New  York  has 
incorporated  the  idea  of  a  credit. 
Such  a  credit  means  a  waiving  to  that 
extent  of  the  right  to  tax  by  the  state 
of  domicile,  and  might  conceivably 
affect  its  revenue  seriously. 

The  conunittee  on  a  model  tax  sysr 
tem  appointed  by  the  National  Tax 
Conference  has  suggested  as  a  solu- 
tion of  the  problem  the  imposition 
of  two  separate,  distinct  taxes, — one 
upon  all  income  by  the  state  of  domi- 
cile or  residence,  the  other  upon  income 
earned  within  the  state  by  any  person, 
resident  or  non-resident.  Thus,  the 
resident  who  earned  his  entire  income 
within  the  state  would  pay  two  taxes 
therein,  while  he  who  earned  his  income 
elsewhere  would  pay  one  tax  in  each 
state.  This  scheme,  while  theoreti- 
cally sound,  would  be  slow  of  adoption 
but  is  more  logical  than  the  New 
York  tax  credit.  States  where  the 
non-resident  is  not  much  in  evidence 
should  content  themselves  with  an 
income  tax  based  on  domicile  or  resi- 
dence; others  can  add  to  this  a  so- 
called  ''business  tax"  payable  by 
residents  and  non-residents  alike  upon 
all  income  earned  in  business  within 
the  state. 

The  Problem  of  Incidence 

The  problem  of  the  incidence  of  the 
tax  raises  two  questions:  To  what 
residents  shall  the  tax  apply;  and  how 
inuch  of  their  income  shall  be  exempt? 


Shall  the  tax  be  upon  all  who  are  resi- 
dents for  a  certain  length  of  time  dur- 
ing the  year?  Shall  this  be  the  year 
when  the  income  was  produced,  or  the 
year  when  the  tax  is  payable?  Or 
shall  we  apply  the  tax  to  those  residing 
within  the  borders  of  the  state  on  a 
particular  day? 

Careful  analysis  will  show  that  if  a 
X>eriod  of  time  is  taken  as  the  test, 
then  if  this  period  is  one  of  less  than 
six  months,  two  or  more  states  may 
each  properly  claim  a  tax  upon  the 
same  income  in  certain  cases.  Massa- 
chusetts thus  claims  a  tax  from  every 
person  moving  into  the  state  at  any 
time  in  the  first  six  months  of  any  year, 
upon  his  income  for  the  entire  preced- 
ing calendar  year.  If  this  rule  were 
adopted  generally,  then  a  person  who, 
in  January,  19dl,  removes  from  New 
York  to  Massachusetts,  and  again  in 
April  removes  to  Connecticut,  from 
whence  he  leaves  in  June  to  reside  in 
Pennsylvania,  would,  in  theory,  be 
subject  to  four  income  taxes  upon  his 
entire  19^  income,  although  the 
three  states  whose  borders  he  had 
crossed,  would  have  obvious  difficulties 
in  collecting. 

Our  law,  if  it  is  to  be  a  model  law, 
must  avoid  such  overlapping  of  juris- 
diction, and  this  can  be  done  properly 
only  by  taking  residence  upon  a  single 
definite  date  as  the  test,  such  as  the 
date  when  the  return  itself  b  due;  for 
if  we  were  to  require  at  least  six  months' 
residence  as  a  preliminary,  then  many 
by  prior  removal  would  escape  taxa- 
tion in  any  jurisdiction,  a  result  as 
inequitable  as  the  double  or  quadruple 
tax  above  illustrated. 

Analysis  of  Tax 

This  conclusion  is  supported  by  an 
analysis  of  the  true  nature  of  the  tax 
which  we  are  imposing.  Such  an 
income  tax  should  not  be  conceived  as 
a  property  tax,  but  as  a  personal  tax 
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measured  by  the  prior  earning  power 
of  the  individual  as  a  gauge  of  his 
ability  to  pay.  We  often  refer  to  it  in 
g^iend  conversation  as  a  '^tax  upon 
income,"  and  such  is  the  easiest  every- 
day conception;  but  strictly  speaking, 
it  is  a  '^tax  measured  by  income."  If, 
then,  the  state  is  taxing  its  residents  in 
1921  to  pay  the  state  or  localexpenses 
of  that  year,  the  mere  fact  that  this  is 
measured  by  income  of  1920  should 
not  divert  our  attention  from  the  fact 
that  only  those  persons  who  are  in  the 
state  in  1921  receive  the  benefits 
thereof,  and  should  therefore  bear  the 
burden.  And  being  thus  benefited, 
the  fact  that  their  income  was  earned 
in  1920  in  a  state  from  which  they  have 
removed  should  not  relieve  them  from 
tax. 

Residence  upon  a  single  date,  then, 
either  on  the  first  day  of  the  year  in 
which  the  return  is  due,  or  on  the  due- 
date  of  the  return  itself,  should  be 
adopted  as  the  test  of  incidence.  It 
follows  from  this  that  the  income  of 
persons  who  decease  before  such  date 
will  escape  taxation,  if  we  are  to  be 
consistent.  To  many,  the  presence  of 
such  a  hiatus  in  an  income  tax  seems 
repugnant,  as  they  feel  that  income 
from  property  should  be  taxed  at  all 
times  to  someone,  with  no  gap  in  the 
case  of  death.  But  this  view  is  incon- 
sistent with  the  theory  of  a  personal 
tax.  It  reverts  to  the  idea  of  a  tax 
upon  income  as  it  is  being  earned, 
rather  than  upon  the  person  for  bene- 
fits later  conferred  in  the  year  when 
taxed.  In  the  case  of  death  the  bene- 
fits cease  and  the  tax  should  not  be 
imposed. 

Within  the  scope  of  the  tax  should 
be  included,  if  the  rate  is  to  be  a  fiat 
one,  individuals,  fiduciaries  and  part- 
nerships. If,  however,  the  rate  is 
progressive,  depending  upon  the 
amount  of  income,  then  the  returns  of 
fiduciaries  and  partnerships  must  of 


necessity  be  for  information  only,  and 
the  income  received  from  such  sources 
included  in  the  returns  of  the  partners 
and  beneficiaries.  In  the  case  of  a 
fiat  rate  with  a  direct  tax  upon  fiducia- 
ries and  partnerships  as  such,  the  tax 
should  be  regarded  as  essentially  a  col- 
lection at  the  source  and  should  be 
made  dependent  upon  the  domicile  of 
the  beneficiaries  or  partners,  as  the 
case  may  be,  rather  than  upon  the 
residence  of  the  fiduciary  or  the  place 
of  business  of  the  partnership.  Even 
if  we  adopt  a  progressive  rate  there 
will  be  certain  cases  where  fiduciaries 
will  be  directly  taxable,  as  where  a 
person  deceases  after  the  date  selected 
for  the  incidence  of  the  tax  and  before 
the  assessment  or  payment  thereof; 
also  in  the  case  of  fiduciaries  repre- 
senting insolvent  or  incompetent 
persons. 

iNcoBfE  Received 

Turning  now  to  the  point  of  inci- 
dence with  reference  to  the  amount 
of  income  received,  it  would  seem 
advisable  to  adopt  the  federal  exemp- 
tions of  $1000  for  a  single  person  and 
$2000  for  a  married  person  Uving  with 
husband  or  wife,  and  an  additional 
$200  for  each  dependent.  The  orig- 
inal reconmiendation  of  the  Model 
Tax  Committee  of  the  National  Tax 
Conference  was  for  a  somewhat  smaller 
exemption,  but  this  was  made  before 
the  increase  in  the  cost  of  living  had 
taken  place.  In  view  of  this  increase 
and  for  the  sake  of  absolute  uniformity 
with  the  federal  rule,  the  adoption  of 
these  exemptions  is  urged.  It  is  ex- 
tremely doubtful  whether  the  placing 
of  a  smaller  exemption  would  increase 
the  revenue  in  proportion  with  the 
increased  expense  of  administration. 
The  small  returns  of  income  are  those 
which  require  the  most  attention  and 
assistance,  and  expenses  can  usually 
be  so  estimated  by  a  taxpayer  that  a 
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tax  department,  in  the  absence  of  exact 
records,  can  rarely  make  an  assess- 
ment which  justifies  the  expense  in- 
volved. On  the  other  hand,  it  is 
obviously  a  distinct  disadvantage  to 
have  one  rule  for  the  filing  of  state 
returns  and  a  different  rule  for  filing 
of  federal  returns,  as  Massachusetts 
has  learned,  and  if  it  can  become  gen- 
erally known  that  any  person  subject 
to  either  law  must  be  equally  subject 
to  the  requirements  of  the  other,  the 
number  of  delinquents  will  be  very 
largely  reduced. 

Whether  the  returns  shotdd  be  re- 
quired upon  the  basis  of  gross  or  net 
income  of  a  stiptdated  amount  is  a 
question  concerning  which  there  has 
been  much  discussion.  The  federal 
act  has  always  required  a  certain 
minimum  of  net  income  as  the  basis  of 
the  return,  whereas  Massachusetts 
takes  as  the  test  the  amount  of  gross 
income.  It  is  obvious  that  the  use 
of  a  net  income  figure  allows  the  tax- 
payer in  doubtful  cases  to  estimate  his 
expenses,  including  depreciation,  veiy 
liberally,  and  by  various  errors  and 
misconceptions  so  reduce  the  balance 
that  he  satisfies  his  conscience  that  no 
return  is  due.  The  discovery  of  such 
border-line  taxpayers  is  difficult  and 
rarely  attempted,  with  the  result  that 
a  certain  class  undoubtedly  escapes 
taxation  altogether.  On  the  other 
hand,  the  taking  of  gross  income  as  the 
test  results  in  the  filing  of  a  large  num- 
ber of  returns  of  small  businesses  in 
which  the  net  income  is  substantially 
less  than  the  exempted  amount,  and 
the  handling  and  examination  of  every 
such  return  is  a  direct  administrative 
expense,  with  no  return  therefor. 

On  the  whole,  since  a  state  income 
tax  efficiently  administered  is  at  the 
best  a  somewhat  expensive  method  of 
raising  revenue,  involving  generally 
an  expense  of  from  one  to  five  per  cent 
of  the  revenue  collected,  it  would  seem 


preferable  to  adopt  a  test  of  net  income 
for  the  reason  last  stated,  even  though 
a  small  number  of  taxpayers  may  es- 
cape contributing  their  small  amounts 
to  the  reduction  of  the  general 
burden. 

Methods  of  Enforcement 

For  the  enforcement  of  the  act,  we 
have  a  choice  between  two  methods, — 
"collection  at  the  source*'  and  "in- 
formation at  the  source."  Under  the 
earlier  federal  acts,  "collection  at  the 
source"  was  tried,  but  the  results  were 
so  unsatisfactory  as  to  lead  to  its 
abandonment  in  favor  of  the  other 
method,  in  later  acts.  This  is  now  the 
method  of  enforcement  used  in  Wis- 
consin, New  York,  Massachusetts  and 
elsewhere.  While  the  effect  of  "in- 
formation at  the  source"  is  a  moral 
one,  acting  in  ierroremy  this  moral 
force  is  a  very  real  and  valuable  one, 
and  the  experience  of  Massachusetts 
has  shown  that  in  addition  suyh  in- 
formation may  be  made  the  basis  of 
very  important  delinquent  and  audit- 
ing work.  Therefore,  though  it  in- 
volves much  waste  effort  in  its  prep- 
aration and  the  system  is  far  from 
perfect  in  its  operation,  yet  it  has  a  real 
fimction  to  perform,  and  plays  an 
important  part  in  producing  that  sub- 
stantially complete  enforcement  which 
alone  can  keep  such  a  tax  upon  the 
statute  books. 

The  Adminibtrative  Oroaiozation 

Our  final  problem  is  that  of  deter- 
mining the  powers  and  duties  of  the 
administrative  organization  and  the 
method  of  creating  such  an  organiza- 
tion. This  latter  involves  a  choice 
between  direct  appointment,  subject 
possibly  to  confirmation  by  the  high- 
est executive  authority  of  the  state, 
and  selection  by  civil  service  examina- 
tion. Massachusetts  still  clings  to  the 
former  method.  New  York,  Wisconsin 
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and  (to  some  extent)  the  federal  de- 
partment use  the  civil  service  test. 
Under  ideal  conditions,  where  political 
pressure  will  not  be  used  imduly  or 
unwisely,  the  Massachusetts  method 
probably  results  in  a  better  selection 
of  the  personnel,  as  the  most  essential 
qualities — ^tact,  courtesy,  industry  and 
loyalty — are  not  such  as  are  disclosed 
by  written  examination.  However,  as 
conditions  generally  exist,  it  is  prob- 
ably wiser  to  adopt  the  method  of 
selection  by  civil  service  examination, 
with  the  understanding  that  due  pro- 
vision be  made  for  an  oral  examination 
as  a  part  thereof,  with  income  tax 
officials  participating  therein. 

In  determining  the  powers  and  duties 
of  the  administrative  officiab,  we  must 
weigh,  on  the  one  hand,  the  necessity 
for  compelling  full  and  complete  en- 
forcement of  the  law  and  disclosure  of 
all  taxable  items  (with  pimishment 
for  negligence  and  fraud),  and  on  the 
other  hand,  the  necessity  of  protecting 
the  public  from  an  over-exacting, 
biu^aucratic,  vexatious  administra- 
tion. Shall  we,  then,  give  unlimited 
powers  of  investigation,  audit  and 
re-assessment,  or  shall  we  limit  these 
to  prevent  their  abuse?  After  all,  it 
is  of  primary  importance  that  the  law 
be  effective,  that  it  have  sufficient 
teeth  to  command  respect  and  obedi- 
ence; and  there  is  serious  danger  of 
its  virtual  failure  if  we  render  helpless 
the  administration  machinery.  If  ad- 
ministrative powers  tend  to  be  abused, 


public  opinion  may  usually  be  counted 
upon  to  remedy  tiie  evil,  and  we  can 
safely  rely  upon  this  and  the  ordinary 
good-sense  of  officiab  desirous  of 
retaining  their  jobs,  to  keep  the  ad- 
ministration within  reasonable  limits. 
Enforcement  should  not  be  unneces- 
sarily vexatious,  as  it  too  often  is  in  the 
case  of  the  federal  department,  but  it 
is  more  important  that  enforcem^t 
be  not  lax  and  casual,  nor  shoiild  we 
change  our  method  as  a  remedy  where 
only  a  change  of  personnel  and  admin- 
istrative attitude  is  required. 

Various  other  provisions  must  be 
included  in  our  model  law,  such  as 
those  providing  for  distribution  of  the 
revenue  collected,  the  coemption  of 
intangible  personal  property  from  tax- 
ation, secrecy  as  to  the  contents  of 
returns,  pubUcation  of  statistics,  etc. 
These  are,  in  part,  matters  which  must 
be  adjusted  to  meet  varying  local 
conditions  in  the  different  states.  In 
general,  I  would  point  out  in  conclu- 
sion that  all  of  the  provisions  of  such 
an  act  should  be  drafted  with  due  con- 
sideration of  the  local  problems  in- 
volved, since  in  the  attempt  to  secure 
uniformity  among  the  states  it  would 
often  be  unwise  to  ignore  these  local 
conditions. 

I  trust  that  the  presentation  of 
these  problems  and  their  suggested 
solution  will  make  it  apparent  that  our 
vision  of  a  uniform  state  income  tax 
among  the  states  is  not  too  difficult  to 
justify  our  continued  endeavors. 
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State  Supervision  of  Local  Assessments 

By  Frank  B.  Jess 
President,  New  Jersey  State  Board  of  Taxes  and  Assessment 


GOVERNOR  EDWARDS  of  New 
Jersey,  in  his  recent  message  to 
the  legislature  under  the  heading  'Tax- 
ation/' strongly  recommended  that  the 
powers  of  the  State  Board  of  Taxes  and 
Assessment  be  enlarged  as  one  means 
of  securing  a  more  equal  distribution 
of  the  tax  burden.    He  said: 

The  practical  problem  of  taxation  now 
confronting  us,  is  the  problem  of  so  making 
our  tax  levies  that  all  property  subject  to 
taxation  shall  contribute  to  the  support  of 
government  precisely  in  proportion  to  the 
value  of  such  property.  The  accomplish- 
ment of  this  object  would,  in  my  judgment, 
be  materially  advanced  by  widening  the 
powers  of  the  State  Board  of  Taxes  and 
Assessment. 

He  then  urged  that  the  power  of 
reassessment  be  definitely  vested  in  the 
State  Board,  and  added: 

The  State  Board  should  also  be  given 
such  powers  as  will  enable  it  to  enforce  any 
order  or  direction  issued  to  a  local  assessor. 
The  local  assessor  is  the  agent  of  the  state 
in  performing  a  highly  important  public 
duty,  and  the  state  should  devise  the  means 
to  make  sure  that  that  duty  is  honestly  and 
efficiently  discharged. 

The  recommendation  made  by  Gov- 
ernor Edwards  for  improving  the 
assessing  machinery  of  New  Jersey  is 
equally  apropriate  to  any  other  state 
in  which  the  general  property  tax  is 
relied  on  as  the  chief  source  of  pubUc 
revenue,  and  part  of  the  levy  is  for 
state  uses. 

Some  of  the  most  serious  defects  in 
the  administration  of  state  taxing 
systems  are  due  to  the  lack  of  authori-' 
tative  supervision  and  control.  While 
the  cost  of  government  has  increased 
tremendously,  and  many  new  sources 
of  revenue  have  had  to  be  found,  very 


little  progress  has  been  made  in  the 
direction  of  improving  the  processes 
by  which  taxes  are  levied.  The  prob- 
lem of  raising  by  taxation  the  vast 
amounts  of  money  required  for  public 
purposes  has  become  year  by  year 
more  intricate  and  perplexing,  but  one 
of  the  principal  factors  in  the  right 
solution  of  that  problem  has  been 
persistently  ignored.  I  refer  to  the 
primary  assessment.  This  is  the  foun- 
dation that  supports  every  system  of 
taxation.  In  the  scheme  of  the  general 
property  tax,  by  which  the  great  bulk 
of  the  revenues  are  raised  for  municipal 
expenditure,  the  initial  valuation  de- 
termines whether  the  tax  burden  shall 
be  equally  distributed.  Recognizing 
the  fallibility  of  the  assessor,  legislators 
have  wisely  provided  methods  for  the 
review  and  correction  of  his  work. 

But  UtUe  has  been  done  to  solve  the 
problem  at  its  source.  Schemes  for 
alteration,  revision  and  equalization 
are  proper  and  necessary,  but  in  the 
nature  of  things  they  can  remedy  only 
a  small  percentage  of  the  inequities  and 
injustices  which  result  from  defective 
valuations.  When  the  assessor  by  his 
act  decides  what  proportion  of  a  tax- 
payer's property  shall  be  taken  for 
pubUc  use  his  decision  is,  in  ninety- 
nine  cases  out  of  a  hundred,  final  and 
conclusive.  The  power  he  thus  pos- 
sesses constitutes  him  one  of  the  most 
important  agents  in  our  political  sys- 
tem. He  should  be  selected  with 
special  reference  to  his  integrity  and 
his  expert  qualifications  for  the  work 
he  is  to  do. 

As  a  rule  those  considerations  have 
no  bearing  whatever  upon  his  selection. 
There  are  exceptions  to  thb  rule,  but 
it  may  be  asserted  as  a  general  prop- 
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osition  that  ability  to  appraise  prop- 
erty accurately  is  not  the  controlling 
principle  in  the  choice  of  assessors. 
They  are  either  elected  or  appointed. 
Whichever  method  of  selection  is  used, 
X>olitical  considerations  enter  much 
more  largely  into  the  choice  than  re- 
gard for  efficiency.  In  most  cases 
regard  for  efficiency  is  a  minus  quan- 
tity. Much  might  be  said  on  this 
subject  of  selecting  assessors,  but  the 
aim  of  this  discussion  is  not  to  point 
out  how  it  might  be  possible  to  improve 
the  quality  of  assessment  by  improving 
the  method  of  choosing  assessors. 
The  purpose  is  rather  to  suggest  how 
better,  assessments  may  be  obtained  by 
building  upon  the  assessing  structure 
as  it  already  exists. 

Two  things  are  necessary  to  attain 
this  result.  In  the  first  place  the 
public  must  awaken  to  the  fact  that  the 
assessment  of  property  for  taxation  is 
the  function  of  government  that  most 
vitally  affects  the  owners  of  the  prop- 
erty taxed.  Secondly,  such  machin- 
ery will  have  to  be  set  up  as  is  necessary 
to  the  efficient  performance  of  that 
function.  It  is  unlikely  that  this  will 
be  done  until  the  first  condition  has 
been  realized.  Legislators  seldom 
move  in  advance  of  public  sentiment. 
It  is  only  by  discussion  and  agitation 
that  public  opinion  can  be  crystallized 
and  induced  to  express  itself  effectively. 
The  suggestions  here  made  are  in- 
tended to  contribute  to  that  discussion 
in  a  constructive  way. 

The  local  assessor  should  be  sub- 
servient to  state  control  exercised  by 
a  state  agency.  That  state  agency 
should  be  a  board,  or  commission, 
appointed  by  the  governor,  with 
adequate  powers  and  effective  means 
to  enforce  them.  These  powers  should 
include  authority : 

(a)  to  establish  standards  of  valuation 
and  to  compel  the  observance  of  those 
standards. 


(b)  to  make  rules  and  issue  orders  bind- 
ing upon  the  assessor. 

(c)  to  order  or  make  a  reassessment  of 
any  property,  or  all  of  the  prop«iy  in  any 
taxing  district,  or  in  any  county. 

(d)  to  remove,  or  institute  proceedings 
for  the  removal  of,  any  assessor  for  failure 
in  the  performance  of  duty. 

(e)  to  prescribe  forms  and  rules,  and 
compel  their  use,  for  the  return  of  property 
by  taxpayers. 

(f)  to  prescribe  penalties  for  failure  to 
comply  with  its  rules  and  orders. 

(g)  to  review  assessments  on  i^peal  and 
to  reader  judgments  not  subject  to  judicial 
reversal  except  upon  questions  of  law. 

It  may  be  objected  that  the  powers 
here  proposed  to  be  vested  in  a  state 
board  are  drastic  and  far-reaching. 
The  answer  to  that  objection  b  that 
unless  such  a  board  is  clothed  with 
such  powers  the  purpose  of  its  creation 
can  not  be  accomplished.  It  must  be 
borne  in  mind  that  the  proposal  con- 
templates a  body  capable  of  achieving 
a  fair  andequitable  assessment  through- 
out the  state. 

It  may  be  further  objected  that  to 
endow  a  state  board  with  such  auto- 
cratic powers  would  deprive  mimicipal 
units  of  some  of  their  authority  within 
their  own  jurisdiction.  The  answer  to 
that  objection  is,  first,  that  the  right 
to  levy  taxes  is  one  which  inheres  in 
the  sovereignty  of  the  state,  and  can 
be  exercised  only  in  the  way  and  within 
the  limits  which  the  state  may  pre- 
scribe, and  second,  that  the  state  as  a 
whole  is  concerned  with  each  individual 
assessment.  The  valuation  of  prc^- 
erty  in  each  taxing  district  is  a  matter 
of  general,  as  well  as  local,  interest. 
That  valuation  is  the  basis  not  only 
of  what  the  property  in  that  particular 
district  shall  pay  in  taxes,  but  also  is  an 
element  in  determining  what  property 
in  other  districts  shall  pay.  The 
assessor,  while  locally  selected  to  act 
in  a  given  mimicipality,  is  the  agent  of 
the  state  and  should  be  subservient  to 
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the  state  in  the  perfonnance  of  his 
function.  These  are  some  of  the  legal 
aspects  of  the  situation.  The  practical 
considerations  are  equally  pertinent. 

It  is  obvious  that  if  all  the  taxable 
property  in  the  state  should  be  assessed 
at  its  true  value,  or  at  a  uniform  per- 
centage of  true  value,  the  burden  of 
taxation  would  be  apportioned  with 
exact  equality.  The  chief  objective 
of  the  assessing  system  of  the  state 
should,  therefore,  be  uniformity  of 
valuation.  It  would  be  foolish  to 
suppose  that  this  ideal  can  ever  be 
wholly  attained.  But  it  is  more  fool- 
ish not  to  aim  at  its  attainment.  The 
scheme  of  assessment  should  be  de- 
vised with  that  end  in  view  and  so 
framed  as  to  facilitate  its  achievement. 
The  prevailing  scheme  provides  as 
many  assessors  as  there  are  taxing 
units.  Even  if  each  assessor  were  an 
expert,  the  grand  result  inevitably 
would  be  a  great  variety  of  valuations. 
As  so  many  assessors  are  not  experts 
the  absence  of  uniformity  is  all  the 
more  conspicuous.  Each  assessor  or 
assessing  body  is  now  a  separate 
machine,  functioning  independently  in 
a  particular  territory.  He  should  be 
a  part  of  a  system  having  a  central 
power  plant  functioning  for  the  entire 
state.  In  other  words,  the  assessing 
authorify  should  be  lodged  in  a  state 
board  and  be  exercised  directly  through 
the  local  assessor.  I  do  not  wish  to  be 
understood  as  suggesting  that  state 
boards  eCre  omniscient,  or  that  they 
always  are  composed  exclusively  of 
men  who  are  free  from  human  frailties 


and  limitations.  I  am,  foV  the  mo- 
ment, leaving  the  matter  of  personnel 
out  of  consideration.  The  point  I 
wish  to  make  is  that,  since  the  assess- 
ment of  property  is  a  state  function, 
and  since  all  the  people  of  the  state 
are  affected  by  all  the  assessments,  the 
state  should  set  up  its  own  immediate 
agency  to  see  that  all  assessments  are 
on  a  parity.  This  is  a  tremendous 
task. 

It  may  be  conceded  that  in  many 
taxing  districts,  and  especially  in  some 
of  the  larger  cities,  the  work  of  assess- 
ment is  exceedingly  well  done.  In 
such  cases,  state  supervision  wotdd 
not  hinder  but  rather  fortify  efficient 
local  administration.  The  diief  result 
of  strict  state  control  would  be  to 
establish  and  maintain  in  all  taxing 
districts  the  high  standards  which  now 
exist  in  some  of  them. 

Any  general  plan  of  state  supervision 
must,  of  course,  be  subject  to  such 
modifications  and  adjustments  in  de- 
tail as  might  be  necessaiy  to  adapt  it 
to  the  varying  needs  and  peculiar 
polity  of  a  particular  state.  All  that 
is  here  contended  for  is  the  application 
of  the  fundamental  principle  that  the 
base  of  the  general  property  tax  shall 
be  designed  and  built  to  meet  the  re- 
quirements of  the  superstructure  which 
it  supports.  The  suggestion  is  simply 
that  the  state,  under  whose  authority 
taxes  are  levied,  shall  through  its  own 
direct  agency,  vested  with  plenary 
powers,  see  to  it  thai  such  taxes  are 
levied  upon  a  uniform  basis  of  valua- 
tion. 
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A  Program  for  Redistributing  Sources  of  Revenue  as 
between  Cities,  States,  and  National  Government 

By  James  E.  Botle,  Ph.D. 

Professor  of  Rural  Economy,  Cornell  University 


IN  this  reconstruction  period  follow- 
ing the  Worid  War  there  are 
certain  to  be  important  changes  in  our 
financial  systems.  It  is  earnestly  to  be 
hoped  that  whatever  the  changes  may 
be  they  will  represent  movement 
towards  rather  than  away  from  a 
theoretically  ideal  system.  But  in  any 
event,  the  best  we  can  expect  is  a  com- 
promise between  the  desirable  and  the 
attainable.  The  future  historian  of 
our  present  tax  system  and  its  changes 
will  probably  be  able  to  reduce  his  out- 
line to  three  main  heads,  as  follows: 

1.  Right  Principles  (abstract  jus- 
tice). 

2.  The  Expedient  (administrative 
standpoint). 

8.  Compromise  of  the  First  and 
Second  (program  of  taxation). 

1.  The  Ideal  System 

It  is  quite  generally  agreed  that  jus- 
tice requires  that  the  true  basis  of  taxa- 
tion should  be  the  ability  to  pay.  In 
carrying  out  this  ideal  scheme  Uterally, 
no  income  should  be  exempt  from 
taxation.  This  carries  with  it,  of 
course,  the  further  consideration  that 
there  should  be  no  tax-exempt  secu- 
rities. To  carry  this  important  princi- 
ple into  practice  would  involve  an 
amendment  to  the  fundamental  law  of 
our  land. 

The  foregoing  considerations  are 
based  on  abstract  justice.  The  ideal 
system,  from  the  administrative  stand- 
point, is  the  most  simple  system.  In 
short,  to  carry  out  to  its  logical  con- 
clusion the  ideal  system  here,  we  are 
forced  to  come  to  the  three  forms  of 
taxes,  namely,  land>  income  and  inher- 
itance* 


Tax  administrators  tell  us  that  a 
little,  almost  trivial,  device  may  mean 
the  difference  between  failure  and  suc- 
cess of  a  tax,  so  vital  is  the  administra- 
tive contact  problem.  Hence,  in  any 
scheme  of  taxation  we  ought  to  aim  at 
making  our  tax  business  conform  to  our 
orderly  and  well-established  business 
methods.  This  means,  in  our  ideal 
system,  that  a  person  should  have 
presented  to  him  one  tax  bill  each 
year,  covering  all  his  taxes  for  all  pur- 
poses, for  all  jurisdictions, — federal, 
state,  and  local.  One  check  should 
settle  this  bill,  if  the  person  so  desired, 
or  suitable  terms  of  payment  (twice  or 
three  times  a  year)  might  be  allowed, 
since  this  is  not  so  important.  The 
important  thing  is  for  the  taxpayer  to 
know  definitely  what  the  amount  of 
his  tax  payment  is  to  be,  and  to  know 
in  detail  for  what  purposes  it  is  to  be 
used. 

The  contrast  between  the  methods 
of  paying  the  tax  bill  in  some  of  our  old 
eastern  states  and  some  of  our  newor 
states  is  so  striking  as  to  be  worth  illus- 
trating. A  tax  officer  from  New  York 
State  was  recently  investigating  fiscal 
matters  in  a  middle  western  state. 
In  his  home  state  it  was  his  custom  to 
receive  many  separate  tax  bills  during 
the  year,  for  various  jurisdictions  and 
for  different  purposes.  He  found  the 
middle  western  taxpayer  receiving  one 
itemized  bill  covering  state,  county, 
city,  and  school  taxes,  with  the  definite 
amount  specified  for  each  jurisdiction. 
One-half  of  this  bill  was  due  January 
1  to  March  1;  that  is,  any  time  during 
two  months.  One  check  would  settle 
half  the  bill  or  the  whole  bill,  or  the 
second  half  of  the  bill  could  be  paid  by 
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July  1.  The  time  will  ultimately 
come  when  the  taxpayer  will  receive 
one  tax  bill  for  a  definite  amount  cover- 
ing his  federal,  state  and  city  taxes. 
One  tax  bill  and  one  check  will  pay  it. 
This  is  an  orderly  business  method. 

2.  The  Expedient 

The  first  test  any  tax  must  meet  is 
this  one:  Can  it  be  administered;  and 
will  it  be  administered  with  a  maxi- 
mum of  result  and  a  minimum  of 
efiFort?  This  concrete  problem  of  ad- 
ministration takes  precedence  of  the 
problem  of  a  proper  source  of  revenue 
now  that  the  Federal  Government 
is  committed — and  doubtless  perma- 
nently committed — ^to  taxing  incomes, 
inheritances,  and  corporations.  There 
no  longer  remain  any  sacred  ''fields" 
of  taxation  for  the  states.  We  may 
look  forward  with  some  confidence  to 
the  time  when  every  state  will  also  be 
taxing  incomes  and  inheritances;  cor- 
porations, of  course,  they  already 
attempt  to  tax.  Anticipating  for  the 
moment  our  discussion  of  the  sources 
of  revenue,  let  us  consider  two  ex- 
pedients now  palpably  and  indispu- 
tably necessary  in  administering  fed- 
eral and  state  taxes,  cooperation  and 
decentralization. 

Cooperation.  The  program  of  "seg- 
regation and  separation"  in  federal 
and  state  tax  administration  is  no 
longer  workable.  It  is  a  violation  of 
common  sense  that  the  two  jurisdic- 
tions should  go  on  working  with  disre- 
gard for  the  other's  needs  or  methods. 
If  the  same  property  is  to  be  taxed  by 
the  two  jurisdictions,  the  nation  and 
the  state,  then  one  valuation  of  that 
property  is  enough.  Of  course,  the 
common  sense  of  the  administrators  in 
charge  of  the  federal  income  tax  and 
the  state  income  tax  in  such  states  as 
Wisconsin  and  New  York,  for  instance, 
has  already  led  to  a  considerable  degree 
pf  voluntary  cooperation.    As  one  fed- 

19 


eral  administrator  remarked,  referring 
to  income  and  inheritance  taxes: 

The  fact  or  set  of  facts  which  in  the  last 
two  or  three  months  I  think  has  been  borne 
home  to  me  most  keenly  at  Washington  is 
the  increasing  degree  in  which  the  tasks 
of  the  Federal  Government — ^the  federal 
official — and  those  of  the  state  official  are 
alike,  conmion,  identical. 

Continuing  this  thought,  the  same 
official  said,  in  substance,  that  it  is  ex- 
pensive and  extravagant  for  the  Federal 
Government  to  be  conducting  a  big 
administrative  tax  machine  and  for  the 
state  and  local  governments  also  to  be 
doing  it,  one  walking  in  the  tracks  of 
the  other  and  not  very  closely  scruti- 
nizing the  tracks  of  the  other.  "  There 
should  be  some  sort  of  cooperation." 

Decentralization.  The  Treasury  De- 
partment at  Washington  is  too  far 
removed  from  the  taxpayer  to  admin- 
ister successfully  the  income  tax  and 
the  inheritance  tax.  The  remedy  for 
this  defect  is  to  decentralize  this  ad- 
ministrative work  to  such  an  extent 
that  there  would  be,  in  effect,  a  joint 
administration  of  these  two  taxes  with 
the  state  governments  interested. 

Cooperation  and  decentralization 
should  be  carried  to  the  limit  dictated 
by  efficiency,  and  that  limit  is,  appar- 
ently, joint  administration  of  these 
common  taxes,  joint  collection  of  the 
taxes,  and  a  division  of  the  proceeds. 
Such  a  program  would  cure  two  veiy 
outrageous  evils  in  our  present  sys- 
tem; namely,  the  shifting  of  residence 
evil  to  avoid  certain  taxes,  and  the 
double  taxation  evil.  It  is  putting  it 
mildly  to  speak  of  "double  taxation" 
under  our  present  system,  since  certain 
property  not  only  may  be,  but  fre- 
quently is,  legally  taxed  four  times  in 
one  year. 

8.  The  Compromise 

The  brief  suggestions  above  on  the 
administrative    problems    emphasize^ 
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purposely,  the  importance  of  a  tax 
system  that  will  work  out  fairly  well  in 
practice.  I  want  to  insert  here,  in 
the  way  of  an  obiter  dictum,  my  hearty 
disapproval  of  any  "painless"  system 
of  taxation — of  any  plucking  of  the 
goose  with  the  least  squawk.  Tax- 
payers will  never  take  a  proper  interest 
in  economy  and  eflSciency  in  public 
expenditures  until  they  feel  the  cost  of 
such  extravagance.  Never  will  they 
take  more  than  a  languid  interest  in 
our  customary  governmental  waste  and 
extravagance  till  they  feel  some  drain 
on  their  own  pocketbooks. 

Assuming  that  the  federal  tax  burden 
for  this  year  will  be  approximately 
$6,000,000,000  and  for  next  year 
$4,000,000,000,  we  have  a  per  capita 
federal  tax  of  substantially  $60  this 
year  and  $40  next  year.  This  sum 
makes  the  federal  tax  burden  heavier 
(to  the  average  taxpayer)  than  his 
combined  city  and  state  tax.  It  is 
appropriate  therefore  to  consider  first 
the  sources  of  federal  revenue. 

Sources  op  Federal  Revenue 

(1)  Income  tax.  The  income  tax 
should  come  first  as  a  source  of  federal 
revenue.  It  should  apply  to  all  in- 
comes of  $1,000  and  over.  It  should 
be  a  graduated  tax.  The  present  in- 
come tax  rates  should  be  readjusted  in 
the  higher  brackets.  For  administra- 
tive reasons  fifty  per  cent  seems  to  be  a 
high  enough  limit  on  the  larger  incomes, 
instead  of  the  present  rate  of  seventy 
per  cent  or  over. 

States  with  an  income  tax  should 
have  the  power  of  adding  on  their  tax 
to  the  federal  income  tax.  In  this 
manner,  one  reporting  and  one  collec- 
tion (a  joint  affair  between  state  and 
federal  government)  would  serve  the 
purpose.  There  should  be  distributed 
back  to  the  state  its  own  share  of  the 
tax. 

(2)  Corporation   tax;    excess   profits 


tax.  The  corporation  tax  is  a  going 
concern  and  should  be  kept  as  a  federal 
tax,  but  as  in  the  case  of  the  income  tax, 
certain  readjustments  are  desirable. 
The  excess  profits  tax,  while  it  has  a 
beguiling  name,  is  a  thoroughly  dis- 
credited tax  from  the  administrative 
standpoint  and  should  be  perman^itly 
discontinued.  To  compensate  in  part 
for  the  loss  of  revenue  thereby  occa- 
sioned, an  increase  should  be  made  in 
the  corporation  tax.  A  flat  rate  iA 
fifteen  per  cent  seems  to  be  the  proper 
size  for  the  corporation  tax.  By 
applying  the  income  tax,  at  a  low  rate, 
to  incomes  as  low  as  $1,000,  an  in- 
crease in  the  yield  from  this  tax  would 
further  compensate  for  the  loss  of  the 
excess  profits  tax.  The  corporation 
tax  is  used,  in  one  form  or  another,  by 
all  the  states.  Federal  and  state 
taxes  on  corporations  should  be  jointly 
administered.  The  state  should  keep 
the  larger  share  of  this  tax. 

(3)  Inheritance  tax.  Only  a  few 
years  ago  the  National  Tax  Associa- 
tion made  a  gallant  fight  to  have  the 
Federal  Government  keep  its  hands  off 
the  inheritance  tax,  but  failed.  Now 
most  tax  students  are  fully  reconciled 
to  having  the  Federal  Government  em- 
ploy this  form  of  taxation.  Indeed, 
many  are  converted  to  the  view  that 
this  tax  is  peculiarly  well-suited  to 
federal  administration,  owing  to  the 
ease  with  which  residence  can  be 
shifted. 

But  like  the  two  foregoing  taxes, 
this  is  also  a  proper  source  of  revenue 
for  the  state.  Here  again,  as  in  the 
case  of  the  income  tax,  it  seems  to  be  a 
good  place  for  the  state  to  add  on  its  tax 
to  the  federal  tax  and  have  its  own 
share  distributed  back  to  it.  Our 
high  tax  authorities  are  agreed  that 
most  of  the  inheritance  tax  should  be 
kept  by  the  state. 

(4)  Consumption  tax:  Bales  tax. 
Our  sales  tax,  as  now  in  force,  is  a 
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monstrosity  from  every  standpoint 
and  should  be  abandoned  in  toto.  Its 
rates,  varying  from  three  per  cent  to 
one  hmidred  per  cent,  are  a  hint  as  to 
its  administrative  complexities.  A 
consumption  tax  is  always  wrong  in 
theory,  but  seems  to  be  necessary  as 
one  of  those  "compromises"  which 
constitute  any  working  system  of  tax- 
ation. Consumption  taxes  should  be 
looked  on  as  supplementing  the  income 
tax.  Those  persons  having  incomes 
of  under  $1,000  (under  the  scheme 
above)  would  pay  no  federal  tax  at 
all  if  they  were  not  reached  by  some 
form  of  indirect  tax.  A  very  short 
list  of  articles  should  come  under  the 
consumption  tax.  It  is  common  to  lay 
down  the  general  principle  here  of  "no 
tax  on  necessaries;  heavy  taxes  on 
luxuries."  No  one  can  satisfactorily 
define  luxuries,  however.  It  is  also  con- 
sidered proper  to  tax  "harmful  con- 
sumption "  or  "wasteful  consumption." 
It  seems  obvious  that  at  least  two 
commodities  lend  themselves  to  the 
consumption  tax,  namely,  beverages 
and  tobacco.  It  seems  highly  desir- 
able, as  well  as  expedient,  to  increase 
very  materially  the  taxes  on  tobacco. 
The  tremendous  and  rapid  increase  in 
the  use  of  this  weed,  particularly  by 
the  young  men  in  the  form  of  cigarettes 
(by  young  men  who  would  otherwise 
escape  all  federal  taxes),  and  the  con- 
comitant and  rapid  rise  in  our  annual 
fire  loss  (from  fires  attributable  to 
cigarette  and  cigar  stubs)  mark  out 
this  commodity  as  a  fit  subject  for 
much  heavier  taxes. 
•  (5)  Customs.  The  protective  tariflf 
is  destined  to  play  a  smaller  and  smaller 
part  in  our  budget.  We  are  beginning 
to  realize  that  if  we  will  sell  abroad  we 
must  buy.  A  "tariflp  for  revenue" 
would  have  to  be  placed  on  some  item 
of  general  consumption,  such  as  coffee, 
and  this  sort  of  tariff,  for  political 
reasons,  is  not  likely  to  be  enacted. 


Customs  duties  should,  from  the  stand- 
point of  national  welfare,  form  but  a 
small  fraction  of  our  income,  which  is 
the  case  now.  The  present  five  or 
six  per  cent  of  the  total  federal  revenue 
coming  from  this  source  might  well  be 
reduced  to  even  lower  terms. 

These  five  taxes  then — income,  in- 
heritance, corporation,  consumption, 
and  customs — should  furnish  the  fed- 
eral revenue.  The  first  three  should 
also  furnish  the  states  a  large  share  of 
their  revenues. 

State  and  City  Revenue 

As  just  stated  above,  the  state 
should  secure  jointly  with  the  Federal 
Government  revenue  from  three 
sources — ^incomes,  inheritances,  cor- 
porations. Complete  separation  of 
state  and  local  sources  of  revenue  is 
one  of  those  tax  shibboleths  which  is 
now  in  the  discard.  There  should  be 
some  separation  but  not  complete 
separation.  Hence  the  state  revenues 
collected  from  the  three  sources  named 
above  should  in  part  be  distributed 
back  to  the  local  subdivisions.  In 
most  cases  (except  to  rural  school  dis- 
tricts) revenues  should  be  distributed 
back  on  the  basis,  so  far  as  practicable, 
of  the  amount  collected  or  earned  in 
that  district. 

Land  Tax.  The  big  source  of  rev- 
enue left  untapped  by  the  Federal 
Government  is  of  course  the  land  tax. 
In  theory  the  "unearned  increment" 
of  land  is  a  fit  subject  for  taxation. 
Possibly  this  theory  has  some  validity 
for  city  land,  but  for  farm  land  it  id 
difficult  to  see  the  justice  of  it  or  the 
feasibility  of  applying  it.  The  pioneer 
who  has  seen  the  largest  "increment" 
in  the  value  of  his  land  feels  that  the 
years  of  privations  and  hardships  have 
earned  him  this  increment.  The  ex- 
emption from  taxation  of  all  improve- 
ments on  land  (and  all  forms  of  per- 
sonal property)   is   a  desirable   goal 
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towards  which  to  travel.  Ample  rev- 
enues can  be  secured  from  the  land 
taxes  plus  the  three  forms  of  taxes 
named  first  above. 

It  is  not  necessary  or  desirable  to 
enter  into  a  discussion  of  those  various 
forms  of  fees  and  licenses  which  are 
now  in  use  in  the  average  American 


city.  The  aim  of  this  article  is  to 
state  in  broad  outline  what  seems 
sound  in  principle  and  workable  in 
practice.  The  chief  emphasis  has 
been  thrown  on  two  things, — ^the  fed- 
eral tax  system,  and  cooperation  be- 
tween the  federal  and  state  govern- 
ments. 


The  State  Tax  Commission  and  the  Property  Tax 


By  H.  L.  LuTZ 

Professor  of  Economics,  Oberlin  College 


THE  property  tax  has  been  the  most 
important  single  source  of  rev- 
enue for  state  and  local  purposes 
throughout  the  greater  part  of  its 
career  in  the  American  colonies  and 
states.  This  superiority  has  been 
maintained  in  recent  times  notwith- 
standing the  tendency  to  diversifica- 
tion of  revenue  sources,  the  develop- 
ment or  amplification  of  other  taxes 
such  as  the  income  tax,  the  inheritance 
tax,  and  the  multitude  of  corporation 
taxes.  Thus,  for  the  cities  of  more 
than  30,000  population,  for  which 
financial  data  are  published  by  the 
United  States  Census  Bureau,  the 
property  tax  yielded  61.4  per  cent  of 
the  total  net  revenue  receipts  in  1903, 
and  64.2  per  cent  in  1918.^  For 
state  purposes  in  all  states  the  propor- 
tion of  total  net  revenue  receipts  con- 
tributed through  the  property  tax  was 
58.7  per  cent  in  1915  and  50.6  per  cent 
in  1919;  although  two  states,  Pennsyl- 
vania and  Delaware,  reported  no  state 
receipts  from  this  source  in  the  latter 
year  and  the  amounts  obtained  by 
several  other  states  were  trifling,  due 
to  the  policy  of  separated  sources  of 
state  and  local  revenues.*    If  we  in- 

1  United  States  Bureau  of  the  Census,  Finan- 
eial  8iaH$Hc9for  Cities,  1918,  p.  54. 

*Ibid,,  Financial  Statistics  of  States,  1919, 
p.  88. 


elude  the  revenues  of  all  other  local 
subdivisions,  such  as  the  county,  the 
village,  the  township  and  the  school 
district,  the  proportion  of  total  rev- 
enues derived  from  the  property  tax  in 
every  state  becomes  even  greater. 
The  property  tax  provided  76,4  per 
cent  of  all  county  revenue  receipts  in 
1913,  and  61.1  per  cent  of  all  revenue 
receipts  for  all  incorporated  places  of 
2,500  population  and  over.'  It  is 
quite  evident,  therefore,  that  the  prop- 
erty tax  has  been  and  will  continue 
to  be  the  great  foundation  of  the 
local  revenue  system  of  the  American 
states  and  that  it  is,  generally  speaking, 
the  most  important  single  resource  tor 
the  state  governments,  notwithstand- 
ing the  extent  to  which  segr^ation  of 
state  revenue  sources  has  been  carried. 
In  view  of  the  present  and  probable 
future  importance  of  the  property  tax, 
the  problem  of  its  efficient  and  equit- 
able administration  becomes  one  of  the 
most  important  and  significant  phases 
of  state  and  local  tax  administration. 
There  is  quite  as  much  at  stake  in  im- 
proving the  operation  of  the  property 
tax  as  in  any  other  line  of  administra- 
tive reform  in  taxation  that  may  be 
undertaken.  Obvious  as  this  truth  is, 
there  are  some  states  in  which  it  has 

* /6ii.,  Report  on  Wealth,  Debt  and  TazBtiQi^ 
1918,  pp.  296»  858. 
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never  been  perceived^  if  one  may 
judge  by  the  emphasis,  or  lack  of 
emphasis,  upon  tax  administration  in 
the  tax  legislation  of  recent  years. 
Indeed,  the  story  of  the  development 
of  tax  administration  shows  that  a 
proper  understanding  of  the  real  nature 
of  the  problem  has  been  gained  only 
with  difficulty  and  only  after  a  long 
period  of  cosUy  experiments  and  more 
or  less  stupid  blundering.  Slow  as  this 
development  has  been,  it  has  produced 
at  last  a  system  of  tax  administration 
that  is  competent,  under  proper  condi- 
tions, to  administer  the  property  tax 
with  as  high  a  degree  of  equity  and 
efficiency  as  may  reasonably  be  ex- 
pected in  the  operation  of  a  tax  system. 
I  have  sketched  elsewhere  the  rise  of 
the  modern  tax  administrative  system, 
and  it  is  my  purpose  here  to  review 
briefly  the  conditions  which  must  be 
observed  if  the  administrative  organ- 
ization is  to  function  at  its  highest 
efficiency  in  the  supervision  and  con- 
trol of  the  property  tax. 

The  Adbonistrative  Development 

The  administrative  development  to 
,  which  reference  is  made  is  that  which 
has  resulted  in  the  appearance,  in 
upwards  of  forty  states,  of  a  state  tax 
conmiission,  consisting  in  a  few  cases 
of  a  single  conunissioner,  in  one  or  two 
others  of  a  board  of  five,  but  in  the 
majority  of  cases  of  a  board  of  three 
members.  The  powers  and  duties  of 
the  state  tax  commission  have  some- 
times been  determined  by  the  coiu-se  of 
events  in  a  given  state,  but  in  general 
these  commissions  have  been  responsi- 
ble for  at  least  three  principal  fields  of 
tax  administration:  First,  the  equaUza- 
tion  of  assessments  for  the  equitable 
determination  of  the  basis  of  direct 
state  and  local  taxes;  second,  the 
administration  of  various  taxes  on 
corporations,  and  of  income,  inherit- 
ance and  other  taxes  of  a  state-wide 


nature  when  these  have  been  intnn 
duced;  and  third,  the  supervision  of  the 
local  officials  during  the  process  of 
original  property  assessment. 

In  connection  with  each  of  these 
fields  their  duties  have  usually  been 
two-fold,  administrative  and  quasi- 
judicial.  That  is,  as  administrative 
officers  they  have  actually  determined 
valuations,  either  by  a  process  of 
checking,  revising  and  correcting  local 
figures,  as  in  the  state  equalization,  or 
by  an  original  appraisement  and  assess- 
ment as  in  the  case  of  the  ad  valorem 
taxes  on  corporations  or  in  reassess- 
ment proceedings.  They  have  fre- 
quently been  constituted  also  the  board 
of  review  or  of  appeals  with  both 
original  and  appellate  jurisdiction. 
In  this  capacity  they  often  sit  in  judg- 
ment upon  the  results  of  their  own 
valuations  of  corporate  property, 
and  upon  the  work  of  the  local 
officiab,  as  this  is  brought  to  them 
either  directly  or  on  appeal  from  the 
local  equalizing  and  reviewing  author- 
ities. These  reviews,  whether  of  their 
own  assessments  or  of  the  returns  from 
the  local  officials,  by  no  means  prevent 
recourse  to  the  courts,  but  the  facts 
established  by  the  conmiission  usually 
constitute  a  prima  fade  case  in  any 
subsequent  1^^  proceeding. 

The  relative  importance  of  the 
functions  of  the  tax  conmiission,  as 
well  as  the  emphasis  upon  the  adminis- 
trative or  the  quasi-judicial  point  of 
view,  varies  considerably  in  different 
states  according  to  the  course  of  devel- 
opment of  the  local  tax  system  and 
according  to  other  local  factors,  politi- 
cal and  otherwise.  From  the  experi- 
ence and  practice  of  some  of  the  more 
successful  states,  we  may  determine 
the  powers  and  duties  which  the  tax 
commission  ought  to  possess  for  the 
proper  administration  of  the  property 
tax,  and  to  the  exercise  of  which  there 
should  be  no  impediment  <nr  obstade 
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of  political  partisanship,  local  special 
influence  or  of  any  other  sort. 

These  powers  and  duties  relating  to 
the  property  tax  may  be  summed  up 
as  follows,  placing  them  in  the  natural 
order  of  their  exercise  in  the  course  of 
the  operation  of.  this  tax:  First,  the 
supervision  of  the  original  assessment 
process;  second,  the  review  and  equal- 
ization of  the  original  returns,  or  of  the 
returns  from  the  lower  equalizing  and 
reviewing  boards;  and  third,  the  initia- 
tion and  direction  of  reassessments, 
and,  if  necessary,  of  removal  proceed- 
ings against  delinquent  local  officials. 
Not  all  of  the  tax  commissions  possess 
adequate  authority  in  all  of  these 
fields,  but  experience  shows  clearly 
enough  that  these  are  minimum  re- 
quirements. Their  proper  realization 
requires  such  decree  of  legislative 
cooperation  as  will  permit  the  organiza- 
tion of  a  proper  type  of  local  tax  ad- 
ministration and  such  measure  of 
cooperation  on  the  part  of  the  execu- 
tive as*  will  insure  fearless,  impartial 
and  intelligent  administration  by  the 
tax  compiission.  Needless  to  say,  it 
is  far  from  easy  to  provide  and  main- 
tain these  ideal  conditions,  and  it  has 
often  come  about,  therefore,  that  the 
state  tax  conmiission  has  had  to  per- 
form its  work  under  handicaps  that 
have  permitted  only  an  indifferent  at- 
tainment of  the  standards  set  before  it. 

The  experience  of  Ohio  affords  an 
illustration  in  point.  When  the  tax 
conunission  act  was  drafted  in  1910, 
chief  emphasis  was  laid  upon  the  work 
of  original  corporate  assessment,  since 
the  tax  conmiission  was  apparently 
thought  of  mainly  as  the  successor  to 
the  series  of  boards  of  corporate  assess- 
ment that  had  been  created  during  the 
preceding  seventeen  years.  Compara- 
tively little  stress  was  laid  upon  the 
task  of  local  supervision,  although  the 
conditions  of  property  assessment  un- 
der the  old  order  should  have  been 


a  sufficient  warning  against  this  atti- 
tude. There  was  general  confidence, 
however,  in  the  efficacy  of  the  program 
of  separate  sources  of  state  and  local 
revenue  as  a  remedy  for  the  evils  of  the 
state  equalization  as  it  had  been  prac- 
ticed, and  the  commission  itself  took 
its  cue  from  the  statutory  emphasis. 
The  administrative  provisions  of  the 
tax  law  were  changed  by  each  succeed- 
ing biennial  legislature  to  1917,  and 
no  administrative  policy  was  allowed 
a  fair  trial.  As  a  result  the  tax  com- 
mission was  obliged  to  mark  time,  an 
attitude  which  was  not  wholly  dis- 
couraged by  the  chief  executives  during 
this  period,  and  in  19^  there  were 
many  counties  which  had  undertaken 
no  general  reassessment  of  real  prop- 
erty since  1910.  The  conmiission 
ordered  a  general  reappraisal,  an  act 
unquestionably  within  its  statutory 
powers,  but  the  counties  had  been  free 
of  any  effective  central  supervision  for 
so  long  that  they  felt  perfectly  com- 
petent to  question  the  commission's 
authority.  In  response  to  the  storm 
of  protest  the  governor  requested  a 
reconsideration  of  the  order,  the  oppo- 
nents of  revaluation  rallied  thdr  forces, 
and  the  order  was  blocked,  thereby 
setting  at  naught  the  full  value  prin- 
ciple, the  most  fundamental  rule  of 
property  taxation.  With  an  adequate 
conception  of  the  importance  of  the 
property  tax  and  a  proper  concern  tor 
its  equitable  operation  such  a  situation 
could  never  have  arisen.  Under  it  the 
counties  which  have  observed  the  law 
are  being  heavily  penalized  this  year 
(19£1)  because  of  the'  recent  rapid 
increase  of  the  state  direct  tax,  and 
some  of  them  are  already  taking  steps 
to  bring  about  a  competitive  reduction 
of  their  duplicates  in  order  to  lessen  or 
avoid  this  penalty  in  future.  The  prog- 
ress of  a  decade  is  in  danger  of  being 
undone  by  reason  of  lack  of  courage 
and  of  vision  on  a  fundamental  issue. 
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Centralization 

The  work  of  the  tax  commission  in 
connection  with  the  property  tax 
naturally  begins  with  the  original 
assessment  by  the  local  officials.  Much 
has  been  said  in  favor  of  a  complete 
centralization  of  this  assessment  pro- 
cedure, and  it  was  actually  undertaken 
in  Ohio  in  1913,  but  that  law  stood 
only  until  the  next  sessioh  of  the  legis- 
lature. There  is  everywhere  in  the 
United  States  a  natural  and  logical 
preference  for  local  autonomy  and  a 
varying  degree  of  prejudice  against 
excessive  centralization  of  adminis- 
trative authority.  The  state  tax  com- 
mission has  had  to  recognize  these 
antipathies  and  often  to  secure  its 
results  in  the  face  of  a  considerable 
local  opposition.  Because  of  the  na- 
ture and  history  of  our  institutions 
a  complete  centralization  of  the  assess- 
ment process  would  doubtless  be 
unwise;  and  it  would  certainly  be 
unnecessary  so  long  as  a  proper  degree 
of  supervisory  control  can  be  assured 
and  a  sufficient  opportunity  is  afforded 
to  the  tax  commission  for  leading  and 
guiding  the  local  assessors  in  determin- 
ing the  original  assessment. 

The  most  important  problem  of 
supervision  is  the  establishment  and 
maintenance  of  proper  standards  for 
the  local  assessors.  The  tax  law  and 
even  the  constitution  of  many  states 
contain  phrases  to  the  effect  that 
property  shall  be  assessed  at  its  true 
value  in  money.  Even  in  those  states 
which  have  legalized  assessment  at  a 
percentage  of  full  value,  the  latter 
concept  is  the  vitally  significant  one 
rather  than  the  result  of  the  percentage 
calculation.  But  the  phrase  ''true 
value  in  money"  is  a  lifeless  expression 
to  the  average  local  assessor  until  it 
has  been  vitalized  by  the  inspiring 
instructions,  counsel  and  admonitions 
ot  the  tax  commission.    Optional  ac- 


ceptance of  the  commission's  sugges- 
tions is  always  damaging,  as  the  experi- 
ence in  Washington  has  shown.  The 
assessor  accepts  the  more  wiUingly  the 
advice  and  leadership  of  the  tax  com- 
mission when  he  is  fully  aware  of  the 
iron  hand  within  the  velvet  glove. 
The  possession  of  mandatory  powers  is 
an  excellent  guarantee  against  the 
necessity  for  their  frequent  use,  and 
the  tactful  tax  commission  will  always 
seek  to  establish  a  relationship  with  the 
local  assessors  based  on  mutual  con- 
fidence rather  than  on  compulsion. 
The  commission's  principal  task  is  to 
keep  the  assessors  thinking  in  terms  of 
full  value  assessment  and  it  requires 
eternal  vigilance  to  sustain  them  on 
this  elevated  plane  of  simple  com- 
pliance with  the  law. 

The  tax  commission's  responsibility 
for  the  maintenance  of  the  proper  legal 
standard  does  not  stop  with  advice  and 
suggestions,  but  extends  to  the  devel- 
opment of  various  practical  methods 
and  the  prescription  of  the  necessary 
equipment  for  the  proper  assessment  of 
property.  The  morale  and  aggressive 
enthusiasm  of  the  assessors  are  sus- 
tained by  conferences  of  offidak  at 
the  state  house,  district  gatherings 
under  the  leadership  of  a  member  of 
the  commission,  and  visits  to  the 
counties  and  the  assessment  districts. 
Through  these  and  other  channeb  the 
information  which  comes  to  the  com- 
mission regarding  property  values  is 
disseminated,  the  tax  law  is  construed 
and  made  plain,  the  proper  use  of  the 
prescribed  record  books,  blanks  and 
forms  is  explained.  In  many  states 
there  are  complete  land  maps  available 
for  the  proper  listing  of  real  estate, 
and  some  of  the  commissions  have  pre- 
pared elaborate  instructions  to  guide 
theassessors  in  assessing  buildings,  mer- 
chandise and  other  forms  of  property. 
The  Wisconsin  commission  has  set 
an  admirable  standard  in  this  respect. 
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The  most  active  supervision  of  the 
original  assessment  will  not  wholly 
suffice,  however,  for  the  detection  and 
correction  of  all  inequalities  in  valua- 
tion. The  tax  commission  should 
possess  extensive  powers  of  review  and 
equalization  which  should  not  stop  at 
a  mere  adjustment  among  counties, 
but  which  should  extend  down  to  the 
local  taxing  districts,  to  any  class  of 
property,  and,  if  necessary,  to  the 
individual  assessments.  The  mere 
possession  of  such  powers  is  in  this 
instance  also  insurance  against  the 
necessity  of  excessive  use.  If  the  tax 
commission  is  actively  equipping  itself 
with  such  knowledge  of  the  facts  as  will 
enable  it  to  check  up  and  correct  the 
local  return,  the  very  existence  of  these 
data  and  the  possibility  of  their  use 
act  as  a  powerful  incentive  to  the  local 
officials.  The  increase  in  the  achieve- 
ments of  the  Wisconsin  assessors  as  a 
result,  in  part,  of  the  vigorous  equali- 
zation by  means  of  the  sales  method,  is 
an  excellent  illustration  of  the  value  of 
preventive  measures.  The  tax  com- 
missions in  Kansas,  Michigan  and 
Minnesota  have  also  demonstrated 
very  eflPectively  the  value  of  thorough- 
going powers  of  equalization  and 
review. 

Finally,  there  may  arise  cases  in 
which  neither  supervision  nor  equaliza- 
tion after  the  fact  will  suffice.  The 
tax  commission's  responsibility  for  the 
equitable  operation  of  the  property 
tax  can  not  be  fully  met  without  the 
further  authority  to  order  or  initiate 
reassessment  proceedings,  or  even  to 
effect  the  removal  of  the  local  assessor 
when  this  seems  necessary.  The  re- 
sults of  the  reassessments  undertaken 
in  Wisconsin  and  Minnesota  reveal  the 
value  of  such  authority  and  the  wisdom 
of  granting  it  to  the  tax  commission. 
Removals  will  be  infrequent  for,  in 
general,  the  local  officials  are  willing 
end  anxious  to  do  their  work  properly. 


provided  it  is  made  easier  to  do  it  in 
this  manner  than  in  a  slipshod  and 
indifferent  manner.  The  right  of  re- 
moval is  very  important,  however,  as 
a  means  of  moral  suasion  and  for  the 
protection  of  the  taxpayers  themselves 
in  the  rare  cases  of  sheer  insubordina- 
tion or  delinquency  that  may  be  en- 
countered, and  the  tax  commission 
should  possess  it.  It  is  a  power  whidi 
should  be  exercised  directly  wherever 
possible,  rather  than  by  bringing  the 
case  before  a  coiu*t,  as  may  be  required 
by  some  state  constitutions. 

The  possession  and  exercise  of  these 
rather  drastic  powers  of  administrative 
oversight  and  control  do  not  and  should 
not  militate  against  any  proper  ^cer- 
cise  of  the  principles  of  local  self- 
government.  The  assessors  and  other 
local  officials  may  be  elected  or  other- 
wise chosen  by  the  people  of  the  dis- 
trict in  which  they  are  to  serve.  The 
removal  of  these  officials  will  be  re- 
sorted to  only  in  the  most  extreme 
cases  and  under  such  circumstances 
that  the  best  interests  of  the  electors 
themselves  will  be  served  by  such 
action.  The  correction  and  adjust- 
ment of  the  original  returns  is  in  no 
sense  a  violation  of  local  autonomy, 
since  the  locality  has  had  a  chance  to 
do  the  thing  properly  and  failed.  In 
establishing  and  maintaining  standards 
of  performance  in  the  assessment  of 
property  the  state  is  going  no  f miJier 
in  tax  administration  than  it  has  gone 
in  many  other  lines  of  social  endeavor* 
and  the  test  of  the  wisdom  of  such 
centralization  must  be,  in  taxation  as 
in  other  fields,  the  maximum  advan- 
tage for  the  whole  people. 

While  this  program  does  not  militate 
against  a  proper  conception  of  local 
autonomy  it  does,  however,  emphasize 
the  importance  of  adapting  the  local 
organization  to  the  fact  of  central 
control  in  such  a  manner  as  will  yield 
the  best  results  from  the  policy  of  state 
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supervision.  The  plan  of  small  assess- 
ment districts,  with  an  elected  assessor 
who  attends  to  the  task  of  property 
assessment  for  a  few  weeks  or  months 
only  dming  the  year  and  for  a  very 
small  per  diem  compensation,  does  not 
permit  the  best  results  from  the  prop- 
erty tax,  whether  ihere  be  state  super- 
vision or  not.  Under  such  drciun- 
stances,  much  of  the  commission's 
sui)ervisory  authority  is  wasted,  for 
the  local  personnel  changes  frequently 
and  there  is  little  enough  incentive  at 
best  to  develop  and  maintain  a  gen- 
uine interest  in  the  work.  The  task 
of  equitable  and  eflScient  property 
assessment  is  sufficiently  important  in 
practically  every  part  of  the  United 
States  to  warrant  the  development  of  a 
type  of  local  administrative  organiza- 
tion that  would  be  adequate  to  this 
task.  This  means  larger  assessment 
districts,  a  much  more  competent 
personnel  with  much  higher  salaries 
and  much  greater  security  of  tenure 
than  are  provided  at  present  in  many 
places.  Under  these  conditions,  the 
tax  commission  would  be  able  to  build 
up  traditions  of  achievement  and  would 
be  able  to  rely  upon  the  cumulative 
effect  of  its  instructions  and  guidance. 
The  assessment  of  property  would  be 
a  continuous  process,  performed  by  a 
skilled  staff  who  were  employed  the 
year  round  in  collecting  the  data  upon 
which  to  base  the  official  assessed 
valuation.  Usually  the  county  would 
be  a  imit  sufficiently  large  to  permit 
the  establishment  of  such  an  organ- 
ization, with  a  county  assessor  in 
charge.  In  some  rural  sections  a 
grouping  of  counties  might  be  neces- 
sary, in  which  case  there  should  be  a 
district  assessor  in  general  charge, 
under  the  direct  control  of  the  tax 
commission,  as  all  of  the  county  asses- 
sors should  be.  The  county  or  district 
assessor  becomes  the  logical  person 
through   whom   the   tax   commission 


would  administer  other  taxes  as  these 
develop,  such  as  the  income  tax,  the 
inheritance  tax  and  others.  In  Wis- 
consin the  income  tax  assessor  has 
been  made  the  county  supervisor  with 
administrative  responsibility  for  the 
property  tax  as  well  as  for  Uie  income 
tax. 

Conclusion 

In  view  of  the  present  and  probable 
future  importance  of  the  property  tax 
and  of  the  state  tax  conunission  in  the 
administration  of  this  tax,  it  seems 
reasonably  safe  to  conclude  that  the 
latter  will  continue  to  be  a  recog- 
nized part  of  the  state  administrative 
organization.  Sporadic  instances  of 
reaction  appear  from  time  to  time  in 
different  states,  inspired  on  some  occa- 
sions by  the  exigencies  of  shifting  polit- 
ical control  and  on  others  by  the  cheer- 
ful idiots  who  usually  abound  in  state 
legislatures,  ready  to  introduce  any 
and  every  sort  of  ill-considered  meas- 
ure. Generally  speaking,  attacks  of 
this  sort  will  be  estimated  at  their  true 
worth  by  any  sensible  legislature. 

More  serious  are  some  of  the  pro- 
posals for  disposing  of  the  tax  commis- 
sion that  have  been  advanced  in  con- 
nection with  various  recent  plans  for 
the  reorganization  of  state  govern- 
ments. These  proposals  have  usually 
suggested  either  a  single  tax  conunis- 
sioner  instead  of  the  board  of  three,  or 
some  degree  of  subjection  to  a  depart- 
ment of  finance  which  is  usually  to  be 
under  the  general  headship  of  a  director 
of  finance. 

I  have  elsewhere  summarized  the 
case  in  favor  of  the  board  or  conunis- 
sion of  three  members,  as  against  either 
the  single  tax  conunissioner  type  or  the 
larger  board.  While  the  single  com- 
missioner type  has  been  very  efficient 
in  some  states,  notably  Massachusetts 
and  Connecticut,  the  balance  of  the 
argument  seems  to  be  in  favor  of  the 
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commission  of  three  members,  chosen 
on  the  basis  of  their  qualifications  and 
without  regard  to  their  political  aflBlia- 
tions,  but  with  a  long  tenure  of  office 
and  an  adequate  compensation.^  In 
my  judgment  the  case  is  dear  in  favor 
of  the  commission  of  three  members  in 
all  of  the  states  larger  in  area,  popula- 
tion and  wealth  than  the  New  England 
states.  One  tax  commissioner  is  bet- 
ter than  none,  but  it  would  be  a  back- 
ward step  and  a  false  economy  to 
reduce  a  commission  of  three  to  this 
type.  Such  a  move  would  inevitably 
mean  a  more  complete  delegation  of 
authority  and  responsibility  to  clerical 
subordinates,  greater  overloading  of 
the  man  at  the  top  and  lessened  effi- 
ciency. The  loss  would  be  especially 
apparent  at  any  change  of  incumbency. 
It  would  be  even  more  unwise  to 
subordinate  the  tax  commission  to  a 
director  of  finance  in  a  department  of 
finance.  The  commission  would  thus 
become  simply  one  of  many  bureaus 
and  its  members  would  be  demoted  to 
mere  clerkships,  a  position  of  depend- 
ency and  subordination  which  would 
eflPectively  deprive  them  of  all  oppor- 
tunity for  inspiring  guidance  and 
lead^^p,  and  of  practically  all  cor- 
rective and  coercive  authority.  As 
the  functional  head  of  the  tax  system, 
the  tax  commission  may  be  regarded 
with  respect  and  its  leadership  followed 
with  confidence.  As  a  clerical  division 
it  could  hardly  inspire  either  respect  or 
awe,  while  it  would  be  deprived  of  all 
opportunity  for  leadership.  The  pres- 
tige value  of  its  position  as  an  inde- 
pendent state  board,  subject  to  no 
outside  influence  and  control,  is  an 
important  source  of  the  tax  commis- 
sion's power.  Clerical  subordinates 
would  be  about  as  successful  in  gener- 
ating genuine  enthusiasm  and  respect 
for  the  full  value  law  among  the 
iH.L.Lutz»    Ap.  Cit.  d[L  W. 


sors  as  hired  mourners  would  be  in 
arousing  sympathy  at  a  f uneraL 

The  reorganization  code  recently 
introduced  into  the  Ohio  legislature 
apparently  preserves  the  independence 
of  the  tax  conmiission,  but  in  reality 
destroys  it  in  large  measure  by  requir- 
ing that  the  director  of  finance  shall 
be,  ex  officio^  secretary  of  the  commis- 
sion. Since  the  director  of  finance  is 
appointed  by  the  governor,  for  a  term 
not  longer  than  that  of  the  chief 
executive,  it  is  evident  that  sudi  an 
arrangement  ties  the  commission's 
hands  in  an  exasperating  way,  while 
at  the  same  time  it  opens  the  door  for 
all  manner  of  subtle  influence  on  the 
commission  from  the  executive  cham- 
ber. The  staff  of  the  commission  is 
considered  to  be  in  the  department  of 
fincince,  except  insofar  as  tiie  governor 
may  decide  that  employes  or  experts 
shall  be  outside  this  department. 
With  these  points  of  vantage,  the 
governor  and  the  finance  director  will 
properly  regard  the  tax  commission  as 
a  mere  appendage  to  the  finance 
department,  and  the  assessors  will 
not  be  long  in  discovering  the  same 
fact. 

It  is  impossible  to  find  in  the  program 
of  the  separation  of  the  sources  of 
state  and  local  revenues  an  adequate 
ground  for  depriving  the  state  tax 
commission  of  its  responsibihty  for  the 
results  of  the  local  assessment.  Even 
in  those  rather  rare  instances  in  which 
the  separation  has  been  absolutely 
complete  the  whole  necessity  for  an 
equalization  is  not  removed.  There 
remains  the  problem  of  an  equitable 
distribution  of  the  local  tax  burden  as 
among  the  various  taxing  districts  of 
the  county  and  as  among  different 
classes  of  taxpayers,  especially  indi- 
vidual and  corporate.  And  to  the 
extent  that  the  separation  is  only 
partial,  which  is  by  far  the  more 
common  and  familiar  situation,  the 
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necessity  for  central  supervision  and 
equalization  becomes  the  more  com- 
pelling. The  inelasticity  of  the  in- 
direct sources  of  state  revenue  com- 
pels»  sooner  or  later,  a  return  to  the 
property  tax  as  a  source  of  state 
revenue.  It  is  rather  futile,  therefore, 
to  rely  on  separation  to  secure  indefi- 
nite postponement  of  the  obligations 
which  are  involved  in  the  property  tax. 
The  experience  of  Ohio  may  again 
be  dted.  Here  the  condition  of  local 
assessment  during  the  decade  after 
1910  was  condoned  in  a  spirit  of  blind 
reliance  on  the  policy  of  complete 
s^aration  of  revenue  sources,  and  the 
undervalued  counties  were  allowed  to 
remain  low  through  this  period  on  the 
ground  that  no  harm  was  being  done. 
The  inadequacy  of  the  sources  of  state 
revenue  forced  resort  to  the  direct 
property  tax,  and  various  projects  are 
pending,  including  the  soldier  bonus, 
which  afford  little  real  prospect  of 
permanent  reduction  by  this  tax. 
Equalization  and  effective  central  con- 
trol became  important  just  as  the 
Unasez  faire  poUcy  was  triumphing, 
and  we  are  in  this  state  beginning  to 
reap  the  penalty  of  substituting  segre- 


gation for  vigorous  administrative 
methods  and  a  proper  conception  of 
leadership  in  taxation. 

Throughout  this  article  I  have 
defended  the  idea  of  state  control  of 
the  operation  of  the  property  tax,  with 
a  reasonable  degree  of  centraUzation 
to  that  end.  I  am  not  contending, 
however,  that  administrative  improve- 
ment will  wholly  obviate  the  necessity 
of  improvements  in  the  tax  system. 
On  the  other  hand,  all.  the  evidence 
points  to  the  conclusion  that  the  ef- 
forts of  the  state  tax  commissions  to 
compel  the  listing  of  intangibles  for 
taxation  as  property  at  high  local  rates 
have  been  Uttle  more  successful  than 
the  unaided  efforts  of  the  local  assessor. 
In  other  words,  centralized  administra- 
tion, however  drastic,  is  not  the  whole 
solution  of  the  difficulties  of  the  general 
property  tax,  that  is,  the  uniform  rule. 
It  is  equally  clear,  though,  that  the 
successful  operation  of  any  system  of 
property  taxation  can  not  be  achieved 
without  adequate  administrative  con- 
trol, so  that  we  find  the  tax  commission 
an  essential  feature  of  the  administra- 
tive structure,  whatever  the  changes  in 
the  form  of  the  tax  system  itself. 


Digitized  by 


Google 


The  United  States  and  the  Payment  of  an  Indemnity 

by  Germany 

By  Prank  Placet,  Jr. 
Editor,  The  Americas,  The  National  City  Bank  of  New  York 


IT  is  curious  how  little  attention  is 
being  paid  in  the  United  States  to 
the  possible  effects  on  this  country  of 
the  payment  by  Germany  of  a  repara- 
tion indemnity  to  Prance,  Great  Brit- 
ain and  the  other  countries  which 
expect  to  share  in  the  gold,  goods  or 
services  which  Germany  may  be  com- 
pelled to  give  up.  This  lack  of 
interest  is  not  confined  to  the  United 
States,  but  typifies  the  press  of  Eng- 
land and  the  other  European  countries, 
in  all  of  which  there  is  apparently  a 
general  agreement  on  the  part  of  the 
press  and  pubUc  that  the  United 
States,  having  allegedly  profited  more 
from  the  war  than  any  other  country, 
should  pay  more  of  the  costs  of  repair- 
ing the  damage  than  any  other. 

In  the  sessions  of  the  various  meet- 
ings of  the  premiers  at  Paris,  Spa, 
Boulogne  and  London,  the  economic 
interests  of  the  United  States  in  the 
means  adopted  for  securing  the  indem- 
nity have  been  absolutely  ignored. 
But  it  is  clear  to  everybody  that  the 
peace  settlement  is  not  a  matter  of 
boundaries  or  nationalities  but  of 
economic  agreements,  and  that  the 
manner  in  which  those  agreements  are 
made  and  carried  out  is  a  matter  of 
profound  and  far-reaching  importance 
to  every  industry  and  every  individual 
in  the  United  States.  There  appears 
to  have  been  a  general  unanimity  of 
opinion  among  those  who  have  taken 
part  in  these  conferences  that  the  main 
interest  of  the  United  States  is  to 
obtain  repayment  of  its  loans  to  the 
Allied  countries  and  that  any  means 
that  will  rehabiUtate  the  industries  of 


Prance,  England  and  the  others  in 
order  that  the  debt  may  be  paid  ought 
to  be  accepted  by  this  countiy. 

But  the  world  is  an  economic  unit 
and  we  are  the  largest  integral  part  of 
that  unit.  It  is  all  very  well  for  a  group 
of  European  statesmen  to  formulate 
their  plans,  but  economic  laws  will 
assert  themselves  in  spite  of  any  man- 
made  attempts  to  circumvent  them. 
No  economic  law  has  been  more  often 
demonstrated  than  that  great  losses  cl 
wealth  fall  on  those  who  possess  the 
most.  When  a  great  calamity  such  as 
the  world  war  takes  place,  followed  by 
a  period  of  inaction  and  disorganiza- 
tion, there  is  a  tremendous  destruction 
of  capital  and  of  consumable  goods. 
This  loss  can  not  fall  on  those  who 
have  nothing;  it  falls  where  wealth 
exists  in  the  form  most  easily  reached. 
In  the  present  world  situation  there 
is  more  available  wealth  in  the  United 
States  than  in  any  other  country  and 
it  may  be  safely  assumed  that,  during 
the  next  fifty  years,  this  country  will 
pay  most  of  the  cost  of  the  recent 
conflict,  just  as  it  paid  most  of  the 
Prench  indenmity  to  Germany  in 
1871.  This  payment  will  be  exacted 
from  us  in  many  ways,  but  its  most 
clearly  discernible  effects  will  probably 
come  through  a  reduced  standard  of 
living  in  this  country,  accompanied  by 
gradually  falling  commodity  prices  for 
a  considerable  period.  In  1871  com- 
modity prices,  considered  in  connection 
with  the  purchasing  power  of  the  mone- 
tary mediimis  then  in  use,  started  on 
their  long  decline  in  this  countiy 
because  of  the  opening  up  of  great  areas 
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to  agricuhural  production  and  the 
quick  and  easy  delivery  at  the  sea- 
board of  the  product  of  these  American 
farms.  The  fall  in  prices^  which  is 
probably  now  well  started,  will  be  due 
to  the  two-fold  causes  of  decreased 
purchasing  power  through  world  pov- 
erty and  the  super-production  of 
manufactured  goods  that  will  result  if 
the  present  policy  of  the  Allied  nations 
in  collecting  the  indemnity  from  Ger- 
many is  carried  out. 

Professor  Simon  N.  Patten  and  other 
economists  have  shown  clearly  in  their 
writings  that  neither  industrial  losses 
nor  gains  can  be  localized.  Debts  and 
losses  are  actually  paid  in  the  end  by 
those  whose  industry  is  hardest  hit  as 
the  result  of  capital  sunk  and  lost 
unproductively.  The  European  war 
caused  the  greatest  loss  of  capital  the 
world  has  ever  seen,  and  the  important 
point  is  that  while  the  loss  has  been 
sustained  it  has  not  yet  been  paid  for. 
In  other  words,  the  process  of  liquidat- 
ing this  debt,  which  as  an  economic 
problem  is  not  concerned  with  national 
boundary  lines,  has  not  yet  started  nor 
have  plans  yet  been  made  that  will 
accelerate  the  process. 

The  EcoNOiacB  of  Indemnities 

Concerning  the  pajrment  by  Ger- 
many a  few  things  may  be  noted: 
The  indemnity  must  be  paid  in  gold, 
goods  or  services.  Germany  has  no 
gold,  practically  speaking.  If  the 
payment  is  made  in  goods,  a  market  for 
the  goods  must  first  be  found.  If  the 
payment  is  made  in  services,  for  in- 
stance, by  the  employment  of  large 
numbers  of  German  workmen  in  the 
urgent  task  of  rebuilding  the  devas- 
tated zone  in  northern  France,  nearly 
all  the  difficulties  encountered  in 
securing  payment  by  means  of  the  first 
two  methods  are  immediately  removed, 
and  advantages  of  an  obvious  character 
take  their  place. 


The  last-named  manner  of  paying 
for  Germany's  destruction  of  France's 
great  industrial  district  appeals  to  the 
best  American  public  opinion  as  the 
manner  in  which  the  greatest  advan- 
tage would  accrue  to  France,  which  is 
to  get  52  per  cent  of  the  total  indem- 
nity payment,  while  at  the  same  time  it 
would  exert  less  eflfect  than  any  other 
method  in  retarding  the  economic 
stabilization  of  the  world  and  it  would 
be  less  likely  to  exert  a  harmful  eflfect 
on  the  industries  of  the  United  States 
than  any  other  method. 

It  is  obvious  that  if  Germany  is  to 
pay  the  indemnity  through  the  super- 
production  of  manufactured  goods, 
great  export  markets  must  be  built  up. 
In  the  present  case,  both  England  and 
France  are  determined  that  their 
markets  are  not  to  be  flooded  with 
German  goods,  although,  indemnity 
aside,  unemplo3nnent  already  exists  in 
certain  British  industries  because  of 
their  inability  to  compete  with  the 
much  lower  production  costs  of  Ger- 
man manufacturers.  Where  is  Ger- 
many to  secure  a  market  that  will 
absorb  such  tremendous  quantities  of 
goods  as  will  allow  the  creation  of 
favorable  balances  and  the  eventual 
transfer  of  these  balances  to  France, 
England  and  the  other  participants  in 
the  payments?  Clearly,  public  opin- 
ion in  both  France  and  England  regards 
the  United  States  as  the  great  clearing 
house  through  which  German  goods 
may  be  sold  and  credits  created. 

This  brings  the  matter  to  the  point 
where  it  first  actually  touches  the 
American  people  in  a  manner  obvious 
to  all.  German  goods  are  already 
coming  to  the  United  States  in  a 
steadily  increasing  stream  and  their 
presence  here  is  being  felt  in  the 
markets,  just  as  they  are  being  felt  in 
the  markets  of  England,  Belgium, 
Holland  and  other  countries.  The 
first  reaction  here  to  these  goods  is  a 
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demand  for  a  protective  tariff  against  three  times  as  great  as  to  England  in 

German  products.    Whether  scientific  the  third  quarter  of  1920.    It  will  also 

or  not,  and  whether  based  on  sound  be  noted  that  while  England's  exports 

economic   principles   or   on   unsound  to  Grermany  reached  40  per  cent  of  the 

propositions,  it  may  safely  be  assumed  pre-war  amount,  the  exports  of  the 

that  a  strong  effort  will  be  made  to  United  States  reached  70  per  cent  of 

protect  the  markets  of  the  United  the  pre-war  figure.    The  difficulty  lies 

States  against  competition  from  Ger-  in  the  fact  that  Germany  sent  us  manu- 

man  goods,  manufactured  under  lower  factured  goods  in  which  labor  was  the 

production  costs,  lower  Uving  costs  and  chief  element  of  value,  while  our  ex- 

the   lower  prices  for  raw   materiak  ports  to  Grermany  were  chiefly  food 

available  to  German  manufacturers  as  and  raw  material,  notably  cotton, 

a  result  of  the  exchange  situation.  _.             «r       ■•.t      t> 

The  foUowing  table  suppUed  by  the  Tabifps  Will  Not  Remedy 

United  States  Department  of  Com-  The  chief  difficulty  for  the  United 

meroe    shows    the    significant    trend  States  is  going  to  be  that,  on  a  large 

ahready  apparent  in  Germany's  for-  percentage    of    the    German    goods 

eign  trade  and  which  the  tariff  wall  will  against  which  a  tariff  will  be  levied,  the 

be  expected,  with  doubtful  results,  to  only  effect  will  be  to  increase  the  selling 

change.    It   shows   Germany's  trade  price  of  the  goods  to  the  American  con- 

with  the  leading  countries  for  the  third  sumer.    This  may  protect  that  part  of 

quarter  of  19120  as  compared  with  the  our  manufacturing  capacity  devoting 

quarterly  average  for  1913.    All  figures  itself  only  to  home  needs,  but  where 

are  in  pounds  sterling  calculated  at  does  it  leave  the  manufacturer  who 

$4.86.    It  will  be  seen  that  Germany's  makes  goods  for  export  and  vAxo  must 

exports   to   the   United   States   were  sell  them  in  South  America,  Africa  or 

Gebman  Impobib 

Quofierly  July  to 

Countriei  Average,  September 

191S  1920 

United  Kingdom $20,103,000  $8,751 ,000 

Belgium 7,618,000  9^80,000 

France 10,688,000  33,057,000 

Italy 6,1«7,000  6,469,000 

Japan 1,745,000  845,000 

United  States 9,694,000  6,798,000 

India 1,798,000  12,120,000 

South  Africa '. 841,000  381,000 

Canada 708,000  82,000 

Gebman  Expobtb 

United  Kingdom $10,169,000  $4,591,000 

Belgium 9,404,000  13,297,000 

France 8,668,000  7,612,000 

Italy 3,434,000  2,750,000 

Japan 335,000  45,000 

United  States 18,330,000  14,011,000 

India 4,542,000  1,200,000 

South  Africa i  503,000  32,000 

Canada 184,000  173,000 
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the  Far  East  in  open  competition  with 
Gennan  and  other  European  manufac- 
turing nations?  The  tariff  against 
German  goods  may  protect  part  of  this 
coimtry's  manufactiu*ers,  but  it  inev- 
itably will  tend  to  keep  up  the  cost  of 
living  and  will  make  it  impossible  for 
the  export  manufacturer  to  turn  out 
his  goods  cheaply  enough  to  assure 
theu*  being  sold  in  the  foreign  field. 
Thus,  if  the  situation  has  been  cor- 
rectly stated  here,  Uttle  permanent 
hope  ought  to  be  placed  in  a  high  pro- 
tective tariff  either  for  protecting 
American  markets  or  assisting  the 
world  back  to  an  industrial  and 
economic  equiUbrium. 

Great  discord  exists  in  Europe  con- 
cerning the  12  per  cent  so-called  tax  on 
exports  of  Gennan  goods  to  be  levied 
as  an  additional  indemnity.  This  tax 
has  attracted  Uttle  attention  in  the 
United  States,  but  in  many  news- 
paper and  magazine  articles  it  appears 
to  be  assumed  that  the  tax  is  actually 
to  be  levied  directly  against  the  ex- 
ports; that  is,  that  German  exporters 
would  have  to  add  that  amount  to  the 
selling  price  of  their  goods,  thus  remov- 
ing to  that  extent  the  differential  now 
existing  in  favor  of  the  German  manu- 
facturer by  reason  of  his  lower  produc- 
tion costs.  The  facts  in  the  matter  are 
quite  different.  The  AUied  nations  in 
assessing  this  additional  indemnity 
simply  used  the  total  volume  of  Ger- 
man exports  as  a  barometer  by  which 
the  amount  of  the  tax  is  to  be  cal- 
culated. The  German  Government  is 
to  pay  it  and  it  is  given  entire  latitude 
as  to  means  of  recouping  itself.  It 
may  levy  a  tax  on  liquor,  tobacco  or 
anything  else  in  order  to  raise  the 
money  for  this  payment;  or  it  may 
assess  an  actual  export  tax  graduated 
in  such  a  way  that  the  products  of 
which  Germany  has  nearly  a  monopoly 
must  pay  most  of  it  while  products 
which  are  actually  competitive  with 


other  nations  would  be  lightly  affected. 
In  other  words,  the  so-called  export 
tax  is  not  an  export  tax  at  all  and  bears 
no  relation  to  export  in  case  theGerman 
government  should  decide  to  raise  the 
money  in  some  other  way.  Thus,  it 
would  appear  that  those  in  this  countiy 
who  have  assumed  that  the  12  per  cent 
German  export  tax  would  be  the  prac- 
tical equivalent  of  a  12  per  cent  im- 
port tax  levied  by  this  country  against 
German  goods  have  been  ill-informed. 
In  a  way,  the  position  of  the  United 
States  at  this  time  is  not  unlike  that  of 
England  at  the  dose  of  the  Franco- 
Prussian  war.  France  paid  the  indem- 
nity to  Germany  by  means  of  bond 
issues  which  it  exchanged  with  its  own 
people  for  the  bonds  representing  their 
foreign  investments.  These  foreign 
investments  were  then  sold,  princi- 
pally in  London,  and  the  credits  thus 
created  were  transferred  in  the  form  of 
goods,  gold  or  commercial  bills  to 
Germany.  One  of  the  first  effects 
after  this  large  sum  of  liquid  capital 
and  great  suppUes  of  raw  materials 
were  introduced  into  Germany  was 
to  spur  the  export  trade  of  that 
country,  the  result  being  that  Eng- 
land, with  no  direct  part  in  the  war, 
was  flooded  with  cheaply  produced 
German  goods,  with  resulting  unem- 
ployment and  industrial  slackening. 

Effects  on  the  United  States 

At  the  present  time,  the  United 
States  is  threatened  with  the  same  ex- 
perience that  England  had  after  the 
Franco-Prussian  war,  with  the  added 
complication  that  we  have  done  a 
large  part  of  the  financing  of  destruc- 
tion and  now  appear  likely  to  assume 
the  financing  of  reconstruction  whether 
we  wish  it  or  not.  We  contributed,  in 
an  economic  sense,  to  an  orgy  of  wealth 
destruction  so  great  that  no  nation  or 
group  of  nations  can  ever  hope  to 
actually  pay   for  the   large   damage 
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done,  but  insofar  as  the  damage  is  re- 
paired, it  will  be  paid  for  by  those 
whose  wealth  is  the  greatest.  This 
payment  will  be  exacted  by  means  of 
the  general  lowering  of  values  which 
will  take  place  through  falling  prices 
and  through  the  inabiUty  of  the  world 
to  resume,  at  least  for  a  long  time,  its 
normal  buying  and  consuming  habits, 

K  the  behef s  herein  expressed  are 
sound,  it  is  clear  that  the  United  States 
will  be  damaged  by  the  turning  out  on 
the  part  of  Germany  of  a  great  vol- 
ume of  cheaply-produced  manufactured 
goods  with  which  to  create  credits  for 
transfer  to  France,  England  and  others. 
It  is  clear  that  we  require  greater 
markets  for  our  permanent  prosperity 
than  those  within  our  own  borders,  but 
if  we  keep  up  oiur  domestic  manufac- 
turing costs  and  the  selling  prices  of 
our  goods,  we  automatically  shut  our- 
selves out  of  the  competitive  export 
field.  A  protective  tariff  protects  only 
some  of  us,  while  the  tax  to  be  assessed 
as  an  additional  German  indenmity  can 
not  be  said  to  be  a  protection  at  all. 

What,  then,  remains  as  a  remedy  by 
means  of  which  Germany  may  be 
made  to  pay,  but  which  will  also  pro- 
tect American  industry  from  imjust 
discrimination  in  order  that  France 
may  collect  and  which  will  also  not  re- 
tard the  restoration  of  normal  condi- 
tions throughout  the  world?  Assiun- 
ing,  as  nearly  all  do,  that  Germany  has 
the  abiUty  to  pay,  but  that  the  prob- 
lem lies  in  securing  satisfactory  means 
of  transferring  the  pft3nnent,  the 
whole  matter  resolves  itself  into  a 
question  of  foreign  exchange,  if  pay- 
ment is  to  be  made  in  goods,  or  a 
monetary  question,  if  payment  is  to  be 
made  in  services.  The  first  will  in- 
volve the  world  and  will  retard  re- 
covery everywhere,  the  second  will  be  a 
purely  domestic  matter  for  (Jermany 
in  which  outsiders  will  have  no  concern. 

It  is  a  profound  error  to  say  that  such 


a  huge  debt  as  the  German  indemnity 
can  be  paid  only  in  goods.  Debts  can 
often  be  more  easily  and  satisfactorily 
paid  in  services  than  In  goods  and  the 
present  instance  presents  such  a  case. 
If  Germany,  instead  of  being  com- 
pelled to  build  up  for  herself  the  world's 
most  efficient  industrial  machine  in 
order  that  goods  may  be  manufactured 
and  sold  for  the  purpose  of  making 
indemnity  payments,  is  allowed  to  use 
the  labor  and  materiab  of  her  own 
people  in  rebuilding  northern  France, 
every  objection  that  might  be  raised  in 
the  United  States  to  the  manner  of 
paying  the  indenmity  would  be 
removed. 

The  difficulty  with  the  present  plan 
of  compelling  Germany  to  sell  goods 
throughout  the  world  is  that  in  the  end 
it  he^s  Grermany  more  than  anyone 
else.  After  the  debt  has  been  paid, 
or  after  Germany  finds  herself  strong 
enough  to  refuse  further  tribute,  the 
statesmen  of  France  and  England  may 
find  themselves  confronting  a  creature 
of  their  own  making  which  will  be 
intent  on  their  destruction.  Divesting 
the  indenmity  of  all  elements  except 
those  that  are  basic,  and  looking  at  the 
actual  possibiUties  of  the  case  from 
every  angle,  it  is  apparent  that  Ger- 
many can  pay  on^  in  work.  This 
work  may  be  performed  in  German 
factories  and  then  done  over  again  in 
the  seeking  of  markets  and  the  means 
tor  the  transference  of  the  resulting 
credits  to  France,  or  it  may  be  done 
directly  in  northern  Fraiice.  The 
demand  for  large,  annual  contribu- 
tions in  cash  is,  in  the  present  case,  a 
political  and  not  an  economic  demand, 
and  there  are  signs  that  outside  of 
political  circles  the  people  of  France 
are  beginning  to  see  this  problem  in 
its  true  light. 

If  Germany  is  compelled  to  sell 
goods  made  in  its  own  factories  in 
order  to  raise  cash  for  the  indemnity 
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r     payments,  then  it  will  be  inevitably 
s     constructing   a   marvdously    efficient 
i     industrial  machine  which  will  remain 
t     to  turn  out  goods  after  the  necessity 
9     for  making  indemnity  payments  has 
^     passed.    On  the  other  hand,  if  Ger- 
i-     many  is  allowed  to  do  what  it  has 
already  offered  to  do,  that  is,  pay  off  a 
^      considerable  share  of  the  indemnity  by 
means  of  the  labor  of  its  people  directly 
I      expended   on   reconstruction   or   any 
c      kind  of  construction  work  in  northern 
France,  it  is  France  that  will  possess 
the  industrial  machine.    Germany  will 
then  be  able  to  convert  a  considerable 
\      part  of  the  indemnity  problem  from 
an  international  question  to  one  that 
I       is  purely  domestic.    It  can  pay  the 
workers   in   its   own   paper   money, 
which  is  good  in  their  hands  but  in  no 
one's  else,  and  it  can  purchase  con- 
struction material  in  the  same  way. 

The  folly  of  not  doing  this  is  in- 
credible. Lack  of  labor  no  less  than 
lack  of  funds  is  delaying  the  rebuilding 
of  the  devastated  regions.  It  is  a  fact 
that  while  workers  are  idle  in  Germany, 
thousands  of  Italian  and  Spanish 
laborers  are  engaged  in  the  work  of 
rebuilding  northern  France.  These 
workers  remit  a  large  share  of  their 
wages  to  their  home  countries,  thus 
aggravating  the  abnormal  condition 
of  the  French  exchanges.  German 
workers,  on  the  other  hand,  would 
absolutely  remove  this  obstacle  to 
exchange  rectification  and  would  accel- 
erate more  than  by  any  other  con- 
ceivable plan  the  actual  and  vitally 
important  work  of  rebuilding  homes, 
factories,  roads,  canals  and  all  other 
manner  of  construction  needed  in  the 
occupied  zone.  The  following  quo- 
tation from  the  Paris  correspondence 
of  the  London  Economist  dated  Jan- 
uary 18  is  in  point: 

Hist  the  demand  for  certain  kinds  of 
labor  in  this  country  is  still  great  is  seen  by 
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the  fact  that  large  numbers  of  Spanish  and 
Italian  workers  are  constantly  employed  in 
the  devastated  dq>artments.  Practically 
the  whole  of  these  belong  to  the  unskilled 
categories,  and  are  engaged  in  the  prelimi- 
nary work  of  restoring  fanning  land  to  culti- 
vation and  the  construction  of  roads,  etc. 
The  evil  that  has  to  be  feared  in  this  country 
as  time  goes  on  and  it  becomes  possible  for 
the  work  of  reconstruction  to  be  taken  in 
hand  in  earnest  is  a  serious  scarcity  of 
labor,  that  will  probably  prove  as  great  a 
hindrance  to  complete  economic  restora- 
tion as  the  present  lack  of  funds  to  meet 
the  necessary  expenditure  and  the  high 
prices  of  all  kinds  of  raw  materials. 

In  this  connection  it  must  be  remem- 
bered that  France  lost  57  per  cent  of 
all  its  young  men  between  the  ages  of 
seventeen  and  thirty-one  during  the 
war,  so  that  the  supply  of  workers  on 
whom  industry  may  draw  has  been 
sadly  depleted.  After  a  two-months' 
inquiry,  it  is  now  annoimced  (March 
21)  that  the  Conferation  Generale  du 
Travail,  which  corresponds  to  the 
American  Federation  of  Labor,  has 
decided  to  favor  the  importation  of 
Grerman  workers  for  reconstruction 
work.  Labor  leaders  are  said  to  have 
announced  that  if  dependence  were 
to  be  placed  wholly  on  French  labor 
for  this  work,  it  would  take  another 
forty  years  to  finish  the  job.  If  this 
plan  goes  into  effect,  no  financial 
operations  will  be  necessary  and  Ger- 
many will  simply  be  credited  with  the 
amount  it  pays  out  in  its  own  money 
for  wages  and  for  material.  Thus  the 
necessity  now  confronting  France 
for  raising  large  reconstruction  loans 
would  be  lessened  and  the  strain  on  the 
financial  conununity  lightened  to  that 
extent. 

All  in  all,  it  would  appear  dear  that 
America's  interest  in  this  matter  is 
very  definite  and  plain.  We  are  in- 
terested in  helping  the  world  to  get 
back  to  normal.  We  understand  full 
well  that  whatever  settiement  is  ar- 
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rived  at  with  Grennany  must  be 
inevitably  reflected  in  the  United 
States^  since  we  are  now  taking  far  too 
great  a  part  in  the  economic  organiza* 
tion  of  the  world  not  to  be  affected  by 
whatever  happens  in  the  dealings  be- 
tween Germany,  France,  Great  Brit- 
ain and  the  others  concerned.  This 
country  has  put  up  probably  fifteen 
biUion  dollars  since  the  European  con- 
flict began,  counting  governmental 
credits  and  private  conunercial  ad- 
vances, and  if  imsound  principles 
underly  the  indemnity  agreement  it 
will  mean  that  the  depreciation  of 
values  in  the  United  States  will  make 
it  necessaiy  for  us  to  pay  this,  sum 
twice  over. 
What  ought  to  be  done  is  to  keep 


the  entire  matter  as  much  a  domestic 
problem  for  Germany  as  possible. 
Prosperity  begets  prosperity,  just  as 
depression  contaminates  its  ndghbors 
like  a  rotten  apple  in  a  barrd.  The 
world  can  not  be  prosperous  unless 
economic  peace  reigns  in  Europe,  and 
Europe  can  not  approach  such  a  peace 
until  Germany  is  normally  at  work. 
Without  the  restoration  of  Eur(^>e  it  is 
hopeless  to  expect  any  decisive  return 
to  the  fully  employed  condition  oi 
industry  in  this  countiy  that  Ameri- 
cans would  like  to  see.  Therefore, 
whatever  decisions  are  arrived  at  in  the 
next  conference  on  the  indemnity 
should  receive  much  more  active  atten- 
tion in  this  countiy  than  has  charac- 
terized any  of  thediscussions  so  far  held. 


The  Principal  Factors  to  Be  Considered  in  Connection 

with  the  Cancellation  of  the  European 

Indebtedness  to  the  United  States 


By  C.  E.  McGuiBB 

Washington,  D.  C. 


THE  Ministries  of  Finance  of  the 
world  have  had  to  conduct  their 
inventories  of  national  financial  re- 
sources in  recent  years  under  condi- 
tions of  exceptional  difficulty^  and  the 
official  reports  even  of  some  of  the 
larger  countries,  to  say  nothing  of 
those  whose  sovereignty  has  only  lately 
been  recognized,  have  not  been  pub- 
lished and  made  available  as  early  as 
usual.  But  the  budgetary  speeches 
have  had  to  be  made,  and  these,  to- 
gether with  official  memoranda  such  as 
were  filed  at  the  Financial  Conference 
in  Brussels  (September  ^  to  October  8, 
1920),  have  furnished  some  material 
for  quasi-official  reports,  for  the  pub- 
lications of  public  and  private  banking 
institutions  and  for  numerous  studies 
of  individual  students  of  public  and 


private  credit.  While  I  shall  not  have 
occasion,  from  the  very  nature  ot  the 
considerations  that  I  am  advancing 
here,  to  present  any  exhaustive  series 
of  quotations  from  this  material,  I 
believe  I  may  fairly  say  that  an  official 
source  can  readily  be  pointed  out  for 
all  the  figures  which  I  have  occasion  to 
give, — a  source  in  no  case  confidential, 
but,  on  the  contrary,  availaUe  to 
any  who  could  have  occasion  to  con- 
sult it. 

With  a  view  to  approach  the  sub- 
ject in  an  orderly  way,  let  me  first 
indicate  the  amount  and  origin  of  the 
indebtedness.  Then  it  will  be  proper 
to  discuss  the  economic  significance  of 
this  indebtedness,  its  relation  to  the 
stability  of  governments  and  to  the 
orderly  conduct  of  business  throughout 
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the   world,   and   the   alternatives   of 
policy  which  the  world  is  facing. 

It  is  clear,  of  course,  that  in  so  short 
a  time  we  can  not  analyze  budgets,  or 
attempt  to  show  in  detail  the  alarming 
proportion  of  public  revenue  still 
being  devoted  to  preparations  for  war. 
We  are  concerned  with  what  is  to  be 
done  with  the  cost  of  past  wars,  and,  in 
a  very  general  way,  with  the  way  in 
which  the  nations  are  going  to  be  safe- 
guarded from  further  unrestrained 
preparation  for  war.  Moreover,  the 
few  figures  I  shall  submit  are  not  ex- 
treme; still  deeper  colors  could  be  used 
in  a  more  detailed  study. 

The  BRrrisH  Debt 

The  British  National  Debt,  fimded 
and  unfunded,  is  declared  in  parlia- 
mentary papers  (Cmd.  lOi^,  19^,  and 
Return  MO,  December  15,  1920)  to 
have  stood  on  March  81,  1920  at 
£7,828,779,095,  an  amoimt  greater 
than  the  debt  as  it  stood  March  81, 
1919,  by  £897,126,574.  But  the  Brit- 
ish Government  has  certain  obliga- 
tions additional  to  its  funded  and 
unfunded  debt  (jf>p.  10-18  of  Cmd. 
1024),  which  amoimted  on  March  81, 
1920  to  £46,862,866.  The  aggregate 
gross  liabilities  of  Britain  were  cal- 
culated at  £7,875,641,961.  Converted 
at  $4.86,  this  sum  would  represent 
approximately  thirty-eight  and  a  third 
billion  dollars;  but  if  converted  at 
something  like  recent  sterling  exchange 
rates  (say  $8.75),  it  would  represent 
approximately  twenty-nine  and  one- 
half  billion  dollars.  The  figures,  not 
all  official,  for  the  current  fiscal  year 
(until  March  81,  1921),  indicate  that 
the  burden  is  steadily  growing  heavier. 
The  Statist  (December  18,  1920)  esti- 
mates the  gross  liabilities  of  Britain  as 
£7,881,898,000,  and  it  is  known  that 
the  floating  debt  is  increasing.  On 
March  81,  1920,  the  floating  debt  was 
£1,812,205,000;    on     December     81, 


£1,408,081,000.  Furthermore,  none  of 
the  figures  accessible  take  account  of 
the  enormous  aggregate  of  claims 
against  the  British  Government — 
claims  of  eveiy  description,  and  in 
eveiy  stage  of  formulation  and  valida- 
tion, railroad  and  shipping  claims, 
prize  court  claims,  and  property  claims. 
While  the  total  value  of  these  Uabil- 
ities  will  not  have  to  be  provided  at  a 
given  or  an  early  date,  they  constitute, 
none  the  less,  an  appreciable  drain  on 
the  British  national  finances. 

Against  these  liabilities  there  are 
recorded,  in  addition  to  the  potential 
wealth  of  the  nation,  some  assets  cal- 
culated with  precision  to  reach  £106,- 
028,846,  and  consisting  of  (1)  shares  in 
various  corporations,  (2)  shares  in  the 
Suez  Canal,  and  (8)  French  and  Indian 
obligations.  Other  assets  amoimt  to 
£700,000,000,  and  consist  of:  (1)  ad- 
vances to  the  Colonies,  Allied  Powers, 
and  the  like,  and  (2)  surplus  stores, 
ships,  and  other  war  supplies.  From 
time  to  time,  of  course,  parliamentary 
debates  disclose  certain  details  in  refer- 
ence to  these  advances  and  other 
assets;  and  treasury  statements  fre- 
quently submit  itemized  figures.  A 
fairly  recent  one  is  shown  on  page  292. 

On  May  19,  1920,  the  Chancel- 
lor of  the  Exchequer  stated  that  the 
indebtedness  of  France  to  England 
was  in  the  neighborhood  of  £500,000,- 
000.  On  November  28,  1920,  it  was 
stated  that  Serbia  had  been  lent 
£21,000,000  during  the  war  and 
£1,500,000  since  the  war,  for  which 
that  countiy  undertook  to  deliver 
obligations  bearing  5  per  cent  and  6 
per  cent,  respectively.  The  figure  of 
£700,000,000  is  Ussumed  on  a  basis  of 
a  veiy  low  realization  on  the  loans 
(with  their  par  values  of  £1,850,500,- 
000)  and  low  prices  for  war  material. 
During  the  nine  months  ending  Decem- 
ber 81,  1920,  the  government  received 
£199,907,788  for  surplus  war  stores,  but 
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not  much  more  is  expected  to  be  sold. 
The  total  receipts  of  the  British 
Treasiuy  (taxation,  short  term  notes, 
and  all  other  sources)  for  the  nine 
months  from  April  1  to  December  81, 
1920,  were  £5,186,861,498,  as  against 


£5,882,589,454  for  the  period  from 
April  1  to  December  81,  1919.  In 
order  to  meet  the  budget  estimates, 
£529,496,272  have  yet  to  be  collected 
in  the  current  quarter  (January- 
March,  1921) .    Ordinary  expenditures 


Loans  to  Allibs  and 

Dominionb 

(Mimon£) 

Advances  during 
Financial  Year 
1918-19 

Advances  during 

Finaneial  Year 

1919-iO 

Total  Advances 

fromAugusl 

19U  to  Mairek 

SI,  1920 

Dominions 

Allies 

-23 

236 

213 

-15J 
163 

lllj 

1191 
1.731 

Total 

1,850J 

LlABnJTTBB 

(MilUonf) 

August 
1, 1914 

March 
31. 1917 

March 
31.1920 

Funded  Debt 

588 
30 

318 

24 

63 

20 

1.962 

464 

320 
74 
24 

317 
51 

217 

315 

Unfunded  Debt: 
Term  Annuities 

19 

3i%  War  Stock 

63 

44%  War  Stock 

13 

4  and  5%  War  Stock 

2.041 

Nationd  War  Bonds 

1,477 

4%  Funding  Loan 

409 

4%  Victory  Bonds 

360 

Treaaurv  Bonds 

Treasury  Bills* 

15 

20 

1 

1,059 

Fxchequer  Bonds 

319 

National  Savings  Certificates 

275. 

War  Expenditure  Certificates 

Other  Debt 

1,229 

AmericRTi  T/oan 

51 

T<*mi>orarv  Advances ,......,. 

205 

Other  Capital  Liabilities. 

654 
57 

3,854 
53 

7.835 

47 

1   Total  Liabilities 

711 

3,907 

7.882 

*  Excluding  bills  held  as  cdlateral  for  loans  payable  abroad  and  included  m  external 
debts. 
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cbargeable  against  the  period  from 
April  1  to  December  81,  1020,  reached 
£842,689,719,  as  compared  with  £l,- 
225,980,718  for  1919. 

The  obligations  of  the  British  Gov- 
ernment due  to  foreign  governments 
appear  to  be  those  held  by  the  Govern- 
ment of  the  United  States,  stated  at 
(4,212,885,992  on  March  81,  1920,  in 
the  British  Treasuiy  report,  and  at 
$4,196,888,858.44  '  of  principal,  and 
$814,582,824.97  of  interest,  on  Novem- 
ber 15,  1920,  in  the  annual  rq[>ort  of 
the  Secretary  of  the  Treasury  of  the 
United  States  for  1920  (pp.  54^8) ;  by 
the  Canadian  Government,  $181,000,- 
000;  by  the  Argentine  Government, 
96,000,000  pesos  gold;  by  the  Uru- 
guayan Government,  28,800,000  pesos 
gold;  by  the  Japanese  Government, 
96,000,000  yen;  and,  finally,  by  vari- 
ous other  governments, — some  of  which 
are  described  as  ''allied"  and  others  as 
governments  of  British  colonies, — the 
total  of  the  obligations  in  this  last 
group  amounting  to  approximately 
£122,000,000  at  par. 

With  the  lai^  amount  of  indebted- 
ness to  individual  citizens  rather  than 
governments  of  other  coimtries,  we  are 
not  concerned.  The  magnitude  of 
these  obligations  of  England  to  private 
persons  abroad  may  be  estimated  from 
a  statement  by  the  Chancellor  of  the 
Exchequer  on  December  20,  1920,  as 
to  the  sums  maturing  for  piqrment 
abroad  in  the  years  1921-1928:— 

In  1921,  $20,850,000  worth  of  8  months 
Treasury  Bills  in  the  United  States; 
50,000,000  yen  worth  of  Japanese  12  months 
Treasury  Bilk;  $100,000,000,  Canadian 
Bankers*  Loan;  12,500,000  Swedish  Kroner; 
$28,590,000  of  Ji4>anese  Treasury  Bilk 
TcpajMe  in  United  States  Currency;  and 
fimJly,  $129,048,000  of  5  year  notes  issued 
in  United  States;  in  19U.  $95,000,000 
worth  of  8  year  notes  in  United  States,  and 
$40,000,000  of  Canadian  Bankers*  Loan. 

It  may  be  noted  in  passing  that  the 


only  payments  on  debts  to  foreign 
governments  mentioned  as  contem- 
plated in  the  same  years  are  $121,500,- 
000  to  the  United  States  Government 
for  silver  purchase  (under  the  so-called 
Pitman  Act),  80,000,000  gold  pesos  to 
Argentina,  and  £588,000  to  the  Gov- 
ernment c^  Mauritius. 

I  have  referred  to  the  indefiniteness 
of  official  statements  as  to  the  amoimt 
of  the  obligations  to  Grreat  Britain  of 
other  coimtries.  It  would  seem  as  if, 
within  a  year  after  the  war,  the  British 
oystem  ol  accoimts, — the  best  in  Eu- 
rope, if  not  in  the  world, — could  have 
analjrzed  and  digested  all  these  foreign 
variable  assets.  But  in  England  as 
elsewhere  the  reparations  negotiations 
have  left  many  figures  much  in  doubt. 
The  British  Treasury  rq[>ort  as  of 
March  81,  1021,  will  dear  up  the 
character,  date  of  receipt  and  applica- 
tion of  the  payments  to  Great  Britain 
by  Germany  under  the  Treaty  of 
Versailles.  I  find  Mr.  Chamberlain 
reporting  in  November: 

Under  the  Reparation  Clauses  of  the 
Treaty  of  Versailles,  thk  country  has  been 
allotted  up  to  the  present  time  158  ex- 
Gennan  steamers.  Of  these,  52  steamers 
of  257,847  gross  tonnage  in  all  have  been 
sold  for  £4,991,625.  This  country  has 
also  received  under  the  Reparation  Clauses 
1,000  tons  of  dyestuffs  of  the  value  of  marks 
40,618,600.  Under  the  Financial  Clauses 
the  Army  of  Occupation  has  received  in 
cash  Maries  846,000,000  and  in  kind,  accom- 
modation and  transport  Under  the  Eco- 
nomic Clauses  this  country  has  received  up 
to  the  present  £4,627,856.1^8. 8d  in  settle- 
ment of  monthly  debit  balances  between 
the  Germans  and  British  Clearing  Offices. 
The  Reparation  Commission  have  not  yet 
fixed  the  sterling  equivalent  of  the  sums  in 
marks  referred  to  above. 

The  finaAcial  experts  in  England 
have  not  been  blind  to  the  seriousness 
of  the  condition  of  the  national  credit. 
Naturally  they  have  not  always  been 
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successful  in  persuading  those  in 
control  of  public  policy  to  follow  their 
financial  plans,  although  it  must  be 
said  that  Chancellor  McKenna  reso- 
lutely set  out  to  impose  taxes  that 
would  produce  large  returns.  His 
successors,  however,  have  appeared  to 
drift  along  depending  on  diort  term 
»  financing,  apparently  seeking  to  avoid 
the  further  aggravation  of  economic 
disturbance  which  they  think  would  be 
entailed  by  any  thoroughgoing,  drastic 
poHcy  of  taxation.  It  must  not  be 
inferred  that  taxation  in  England  is  in 
any  way  light.  The  StaiiH  estimates 
(December  11,  1920)  that  the  British 
Government  in  1920-1921  is  taking 
£30^  of  the  per  capita  national  income 
of  £112}  as  against  £4}  of  £50  in  1912- 
1913. 

National  Income  . .  191S  £2,250,000,000 

Government "  200,000,000 

National  Income  . .  1920  5,000,000,000 

Government "  1,400,000,000 

But  it  must  be  noted  that  of  the 
estimated  revenues  for  1920-1921, 
£1,418,300,000  (London  Economist, 
October  20,  1920)  more  than  one- 
fifth  (£310,756,000)  is  classified  as 
special  receipts  emanating  from  nu- 
merous soiu'ces  other  than  taxation. 

A  discussion  of  the  effect  on  British 
commercial  banking  and  investment 
banking  conditions  of  this  serious 
situation  of  the  general  credit  of  the 
countiy  would  be  interesting,  but  as 
we  have  yet  to  consider  some  other 
coimtries  and  then  take  up  the  ques- 
tion of  the  disposition  of  the  debts 
owed  to  the  United  States,  I  can  only 
call  to  your  attention  such  a  significant 
fact  as  that  the  toted  new  capited  sub- 
scriptions for  the  calendar  year  1920 
are  reported  by  the  Bankers  Magazine 
at  £367,000,000  against  £1,036,000,- 
000  in  1919;  and  relatively  little  of  the 
1920  amount  was  destined  elsewhere 
than  within  England  itself.    To  one 


detail,  however,  I  must  draw  your 
attention;  namely,  the  debasement  of 
the  subsidiary  coinage  of  England. 
All  during  the  winter  of  1919-20  this 
plan  was  discussed,  and  even  the  fall 
in  the  price  of  silver  did  not  alter  the 
determination  to  reduce  the  fineness  of 
British  silver  coin  from  .925  to  .500. 
The  Chancellor  announced  at  the  end 
of  December  that  the  silver  circulation 
of  the  Kingdom  amounts  to  £60,000,- 
000.  Of  this  new  coinage,  £7,000,000 
has  been  minted. 

The  Fbench  Debt 

The  balance  sheets  of  France,  Italy, 
and  Germany  make  mournful  reading. 
France  is  reported  to  have  had  on 
September  30,  1920,  a  national  debt  of 
285,836,000,000  francs.  The  foreign 
debt  aggregates  83,273  millions,  and  in 
part  consists  of  half  a  billion  pounds 
owed  to  England  (payable  in  sterling 
as  reported  March  31,  1920),  and 
$2,966,028,443  (payable  in  dollars) 
owed  to  the  government  of  the  United 
States  (as  reported  November  15, 1920) . 

French  deficits  had  been  accumu- 
lating before  the  war,  and  the  govern- 
ment was  only  then  beginning  to  make 
headway  against  them  by  resorting  to 
an  income  tax.  Actual  use  of  this 
source  of  revenue  was  deferred  tmtil 
1916  and  has  never  been  as  searching 
as  might  have  fairly  been  expected. 
The  government  income  fell  from  five 
billion  francs  in  1913  to  3,800,000,000 
francs  in  1915,  rising  to  6,300,000,000 
in  1917  and  6,500,000,000  in  1918. 

Mr.  Klotz  states  (''Situation  finan- 
ciere  de  la  France,"  in  Revue  Econom- 
ique  Internationale,  November,  1920) 
that  the  current  fiscal  year  would  yield 
the  following  kinds  and  amounts  of 
income: 

Francs 

Taxation 17,500,000,000 

Short      Term      Treasury 
Notes 14,000,000,000 
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Long      Term      Treasury 

Notes 11,500,000.000 

Advances  from  the  Bank 

of  Prance 800,000,000 


43,200,000,000 


After  reviewing  the  other  assets  of 
France,  and  fervently  reechoing  the 
Anglo-French  declaration  of  March, 
1918,1  Mr.  Klotz  declares  that  France 
is  assured  of  recovering  her  advances 
to  her  allies,  which  he  calculates  as 
8,878,000,000  francs  in  cash  and  credit, 
and  6,925,000,000  francs  in  supplies. 
The  program  of  "reparation  integrate " 
vigorously  championed  by  Mr.  Klotz 
and  many  others,  is  calculated  to  yield 
in  the  course  of  time  more  than  200,- 
000,000,000  francs.  Of  this,  some 
186,000,000,000  francs  are  calculated 
by  Mr.  Louis  Dubois  to  represent  the 
aggregate  property  damages  (the  bal- 
ance being,  broadly  speaking,  personal 
damages).  Able  French  statisticians, 
Ren6  Pupin  and  E.  Michel  (in  the 
Journal  de  la  SocietU  de  Siatistique  de 
Paris,  January,  1921)  discuss  the  real 
extent  of  the  property  damage,  and 
while  we  have  no  time  to  analyze  their 
methods  and  results,  it  is  interesting  to 
find  that  the  "co-efficient  of  recon- 
struction" today  is  not  less  than  four, 
which  applied  to  the  total  replacement 
value  (as  distinguished  from  intrinsic 
and  other  statistical  values)  of  all  the 
property  in  the  ten  devastated  prov- 
inces of  France  in  1914,  calculated  by 
Michel  as  88,000,000,000  francs,  would 
give  us  182,000,000,000  francs. 

The  budget  as  submitted  for  1921 
but  not  yet  approved,  contemplates 
expenditures  of  44,287,000,000  francs 
and  ordinary  and  extraordinary  re- 
ceipts of  24,968,000,000  francs— it 
being  intended  to  recover  sixteen  and  a 

1  **  Tlie  oblkations  of  Russia  remain;  they  must 
be  Biet,  and  snail  be  met  by  the  new  state,  or 
collection  of  new  states  which  may  now  or  later 
represent  Russia." 
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half  billion  francs  from  Germany,  now 
or  later,  in  installments,  the  unpaid 
balance  to  bear  interest,  and  France 
herself  to  issue  bonds  to  cover  the 
deficit,  which  will  be  guaranteed  by 
the  German  payments. 

It  was  recently  reported  (December 
81,  1920)  that  the  French  6  per  cent 
national  loan  had  yielded  27,000,000,- 
000  francs  of  which  10,884,606,000 
francs  were  new  money. 

The  per  capita  figures  in  the  Statist 
(December  11,  1920)  show  that  of  an 
estimated  national  per  capita  income 
of  8,200  francs  in  1920  (as  against  one 
of  960  in  1918)  the  government  was 
getting  574  (as  against  129  in  1918). 
Taxation  can  perhaps  sink  more  deeply 
in  France  than  would  seem  to  be  the 
case  if  these  estimates  hold;  but  the 
economic  balance  gjbeet  of  the  nation 
is  not  revealed  by  them  alone.  The 
ominous  mass  of  banknotes,  and  of 
bans  de  la  difense  naiionale  and  obliga- 
tions de  la  dSfense  naiionale  seems  almost 
indigestible. 

The  Italian  Debt 

The  Italian  debt  to  the  United  States 
was  stated  by  the  Secretary  of  the 
Treasury  as  $1,631,838,986.99  on 
November  15,  1920.  Italy's  total 
national  debt  converted  at  par  appears 
to  be  equal  to  about  $18,380,000,000. 
Of  this,  apart  from  the  amount  due  to 
the  United  States,  about  18i  billion 
lire  represented  pre-war  debt,  84  bil- 
lions the  war  loans,  24  billions  the 
floating  indebtednesis  and  banknotes 
issued  on  state  account. 

While  revenues  were  increasing  in 
1920,  the  deficit  appears  to  be  as 
formidable  as  ever,  due  largely  to  coal 
and  wheat  costs.  Let  me  again  cite 
the  Statist  in  connection  with  the  per 
capita  taxation.  In  1918,  the  Italian 
Government  collected  65  lire  of  the 
national  per  capita  income  of  580, 
while  in  1920,  it  took  276  lire  from  the 
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estimated  national  per  capita  income 
of  2,175  lire. 

The  German  Debt 

The  German  national  debt  now  ex- 
ceeds three  hundred  thousand  million 
marks  (M.  818,000,000,000,  on  Decem- 
ber 31,  1920).  The  floating  debt  is 
now  increasing  at  the  rate  of  six  billion 
marks  a  month;  on  December  81, 1920, 
it  had  reached  M.  152,727,180,000 
(there  is  an  official  British  estimate  in 
report  of  the  Department  of  Overseas 
Trade  of  as  high  as  M.  197,000,000,- 
000);  and  the  ordinary  daily  receipts 
are  now  far  below  the  interest  on  the 
floating  debt  alone.  The  total  paper 
currency  issued  exceeded  M.  77,000,- 
000,000  (November  25,  1920);  of  this 
amount,  the  note  circulation  of  the 
Beichsbank  is  reported  on  January  12, 
at  M.  65,958,442,000  as  against  a  gold 
reserve  hardly  one-sixtieth  as  large. 

The  character  of  the  German  situa- 
tion becomes  still  more  appalling  when 
we  recall  that  these  figures  do  not 
embrace  the  results  of  the  operations 
of  the  German  and  British  clearing 
houses;  nor  do  they  account  for  com- 
pensation to  be  paid  to  Germans  by 
their  own  government  under  the  Ver- 
sailles Treaty  for  such  deliveries  of 
ships,  machinery,  horses,  war  supplies, 
and  the  Uke, — ^payments  which  some 

Expenditures 

M.     51,000,000,000  Expenditure,  Ordinary  and  Extraordinary. 

41,000,000,000  *'  Armies  of  Occui>ation,  Commissions,  and  Deliveries 

under  Versailles  Treaty. 
18,000,000,000  Postal  and  Railroad  Deficits. 


com^eous  German  statistician  meas- 
ures as  worth  M.  131,000,000,000. 
Finally,  the  Supreme  Council  has 
heaped  Ossa  on  Pelion  with  aggr^ate 
payments  of  M.  226,000,000,000,  and 
an  indefinite  12  per  cent  exports  tax. 

Grermany's  deficit  during  the  present 
financial  year  can  not  fall  inside  of 
M.  70,000,000,000.  This  appears  from 
the  following  official  figures,  of  which 
the  British  Department  of  Overseas 
Trade  says,  "there  can  be  no  reason- 
able ground  for  not  accepting  them  at 
present." 

In  addition,  it  is  estimated  that  the 
states  and  commtmities,  which  require 
M.  15,750,000,000,  will  be  able  by 
local  taxation,  to  raise  M.  15,870,000,- 
000. 

Time  does  not  permit  any  anatysis 
of  the  expedients  recommended  to 
soak  up  this  colossal  indebtedness. 
The  capital  levy,  it  is  now  proposed, 
will  be  realized  to  the  extent  of  33} 
per  cent  by  August  1, 1921.  Not  long 
since,  the  President  of  the  Beichsbank 
advocated  the  introduction  of  a  forced 
loan,  which  might  yield  M.  15,000,- 
000,000. 

Debts  of  Other  Foreign  Countries 

The  Polish  State  Loan  Bank  reports 
(December  31,  1920)  issues  of  49,361,- 
483,439  Polish  marks,  and  seems  to  be 


110,000,000,000 
(9,000,000,000  Transferable  to  the  Stetes). 


101,200,000,000  Expenditure  of  the  German  Empire. 

Revenues  (Aggregate  Taxation) 

M.     36,970,000,000  For  the  Empire;  of  this 
9,400,000,000  go  to  the  States;  leaving 


27,570,000,000  for  the  National  Expenditures. 
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increasing  them  at  the  rate  of  4,500,- 
000,000  marks  a  month.  Of  its  own 
gold  it  held  7,660,590;  of  gold  belong- 
ing to  the  Treasury  of  Poland,  it  held 
M.  4,750,000;  of  foreign  currency, 
M.  162,150,000;  and  it  has  lent  to  the 
Polish  Government  M.  59,625,000,000. 
Poland's  domestic  debt  had  reached 
M.  40,000,000,000  in  September,  ac- 
cording to  its  delegates'  reports  at  the 
Brussels  Financial  Conference,  while  its 
foreign  debt  to  France,  England  and 
the  United  States  is  said  to  exceed 
$600,000,000.  The  Secretaiy  of  the 
Treasury  reports  (1920,  pp.  66-67)  that 
he  holds  (as  custodian)  obligations  of 
Poland  received  from  the  Secretaries 
of  War  and  the  Navy,  for  surplus  war 
supplies,  amoimting  to  nearly  $60,000,- 
000. 

Czecho  Slovakia  has  a  national  debt 
of  40,000,000,000  kronen,  some  of  which 
is  the  Bohemian  share  of  the  Austro- 
Hungarian  debt.  To  the  United 
States,  Bohemia  owes  $61,256,206  for 
direct  advances  and  $20,600,000  for 
surplus  war  supplies.  Her  note  cir- 
culation, as  reported  at  Brussels,  ex- 
ceeded 10,500,000,000  kronen  with  no 
gold  in  reserve. 

The  Roumanian  delegates  at  Brus- 
sels annoimced  a  national  debt  roughly 
equivalent  to  $4,100,000,000  (at  par). 
It  appears  that  on  November  15, 1920, 
Roumania  owed  the  United  States 
$28,206,820.  Her  note  circulation  ex- 
ceeds ten  billion  lei. 

Our  interest  at  the  moment  does  not 
require  that  we  should,  even  in  this 
hasty  way,  consider  the  outstanding 
figures  of  the  other  coimtries  of  Europe, 
Asia,  Belgium  (with  her  estimated 
deficit  of  4,500,000,000  francs  in  the 
budget  for  1921),  the  Kingdom  of  the 
Serbs,  Croats,  and  Slovenes,  or  Greece, 
to  say  nothing  of  Russia.  Nor  is 
there  time  or  occasion  for  separate 
study  of  colonial  finance.  The  finan- 
cial fortimes  of  Egypt,  for  instance. 


are  inextricably  bound  up  with  those 
of  England,  all  the  gold  of  Egypt  hav- 
ing been  absorbed  by  London,  and  its 
place  taken  by  British  war  securities; 
Egypt's  cotton  crop  is  sold  to  Milan, 
Barcelona  and  New  England  through 
England,  and  a  further  flood  of  paper 
currency  based  on  British  securities,  is 
let  loose  in  Egypt.  So  it  is  with  India 
to  some  extent,  and  with  France  and 
the  French  colonies  and  protectorates. 
Japan  has  a  less  unsound  situation 
in  the  matter  of  public  credit  than  any 
of  the  other  great  powers  except  the 
United  States;  although  more  satis- 
faction could  be  derived  from  this  fact 
if  the  condition  of  Japanese  private 
credit  (due  to  unstable  commodity 
markets)  were  less  overcast.  On 
December  27,  1920,  Japan's  specie 
holdings  were  reported  (Japan  Gazette 
of  January  7,  1921)  as  2,188,000,000 
yen,  of  which  310,000,000  yen  are  like- 
ly to  be  required  on  foreign  account, 
but  some  500,000,000  yen  are  on  de- 
posit abroad  (chiefly  in  the  United 
States)  to  the  credit  of  Japanese 
private  banks.  Japanese  ordinaiy 
revenues  for  1920  were  expected  to 
meet  about  80  per  cent  of  the  ordinary 
expenditures. 

Incredible  Size  of  Debts 

Certain  fundamental  things  will 
occur  immediately  to  our  minds.  The 
national  debts  of  the  world  are  of 
incredible  size.  Any  attempt  to  cal- 
culate them  involves  the  use  of  figures 
that  formerly  were  used  only  by  statis- 
ticians when  they  speculated  on  the 
extent  of  national  wealth.  The  cur- 
rencies of  the  world  are  being  increased 
in  volume  in  an  alarming  way.  A 
short  time  ago  the  National  City  Bank 
of  New  York  estimated  that  the  ratio 
of  gold  reserves  to  outstanding  gov- 
ernment paper  currency  had  fallen 
from  66  per  cent,  where  it  stood  in 
July,  1914,  to  18  per  cent  in  November,^ 
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1918»  to  13}  per  cent  in  December, 

1919,  down  to  9  per  cent  in  December, 

1920.  These  figures  do  not  take  ac- 
count of  Russia  since  1917.  It  was 
already  apparent,  even  before  the 
Brussels  Financial  Conference,  that 
three  out  of  four  nations  of  the  world 
had  frankly  to  reconcile  themselves  to 
the  abandonment  of  the  gold  standard 
and  to  redouble  their  efforts  to  meet 
constantly  increasing  government 
deficits. 

It  is  stated  at  various  places  in  the 
report  of  the  Secretary  of  the  Treasury 
for  1920  and  most  conveniently  on 
page  106,  that  the  securities  acquired 
by  the  Treasury  under  authority  of  the 
Liberty  Bond  Acts  aggregate  $9,445,- 
000,000.  The  seciuities,  of  whidi  the 
Treasury  Department  is  custodian  and 
which  are  held  on  accoimt  of  sales  of 
war  supplies,  amount  to  $563,000,000, 
while  those  received  from  the  Belief 
Administration  amoimt  to  $84,000,000. 
The  tot€J  foreign  securities  held  by  the 
government  on  November  15,  were 
reported  as  $10,092,054,122.73.  This 
amoimt  represents  91  per  cent  of  all 
the  securities  owned  by  the  govern- 
ment, the  other  9  per  cent  comprising 
capital  stock  of  war  emergency  cor- 
porations, railroad  securities  and  capi- 
tal stock  and  bonds  of  the  land  banks. 

Methods  op  Reduction  by 
Law 

With  the  methods  carefully  deter- 
mined by  Congress  for  the  reduction  of 
the  indebtedness  of  the  United  States, 
I  assume  that  all  are  familiar.  It  is 
conveniently  simimarized  on  page  113 
of  the  Rqport  of  the  Secretary  of  the 
Treasury  for  1920.  A  cimiulative 
sinking  fimd  was  established  imder  the 
Victory  Liberty  Loan  Act  and  became 
efiPective  July  1,  1920.  This  provision 
permanently  appropriates  for  the  cur- 
rent fiscal  year  and  each  fiscal  .year 
thereafter  imtil  the  debt  is  discharged. 


**an  amoimt  equal  to  2|  per  cent  of  the 
aggregate  amoimt  of  the  bonds  and 
notes  outstanding  July  1,  1920,  less  an 
amount  equal  to  the  par  amount  <rf 
any  obligations  of  foreign  governments 
held  by  the  United  States  on  that  date, 
plus  tiie  interest  which  would  have 
been  payable  diuing  the  fiscal  year  for 
which  tiie  appropriation  is  made  on 
the  bonds  and  notes  purchased,  re- 
deemed or  paid  out  of  the  sinking 
fund  during  such  year  or  in  previous 
years." 

Inasmuch  as  nineteen  and  one-half 
billion  dollars  worth  of  liberty  bonds 
and  victoiy  notes  were  outstanding  cm 
July  1,  and  the  par  amoimt  of  the 
obligations  of  foreign  governments  pur- 
chased under  the  loan  acts  and  held 
at  that  time  was,  as  heretofore  stated, 
nine  billion  four  hundred  forty-five 
million  dollars,  it  appears  that  the 
di£Ference,  that  is  the  amount  intended 
to  be  amortized  from  this  sinking  fund, 
is  ten  billion  one  hundred  thirty-six 
million  dollars.  Now  2|  per  cent  of 
this  is  $258,404,000.  It  has  been 
calculated  that  an  average  interest 
payment  of  something  like  $432,000,- 
000  a  year  will  be  required  in  addition 
to  the  fixed  appropriation  to  extin- 
guish the  indebtedness  in  twenty-five 
years,  thus  reaching  an  average  aggre- 
gate payment  of  $685,000,000  for  some 
twenty-five  to  twenty-eight  years. 

Any  repayment  of  the  principal  of 
the  foreign  obligation  has  to  be  applied 
to  the  retirement  of  the  liberty  bonds 
and  victoiy  notes  (Section  3,  First 
Liberty  Bond  Act,  Section  3,  Second 
Liberty  Bond  Act) .  Repayments  were 
made  to  an  amoimt  of  $114,000,000 
up  to  November  15,  1920,  and  this 
amount  was  applied  to  the  purchase  of 
liberty  bonds  having  a  par  value  of 
$119,000,000. 

In  a  letter  of  the  Secretary  of  the 
Treasuiy  to  the  chairman  of  the  Com- 
mittee on  Ways  and  Means  of  the 


Digitized  by 


Google 


EUBOPBAN  iNDXhTlIDNBSS  TO  THS  UnITED  StATBS 


209 


House  of  Representatives  in  Decem- 
ber, 1919  (Annual  Beport,  1920,  p. 
59)  it  was  stated  that  the  interest  on 
the  aggregate  obligations  purchased 
under  the  war  loan  acts  amounts  to 
(475,000,000  a  year.  It  was  then 
proposed  by  the  Treasury  to  defer  the 
collection  of  the  interest  for  the  present 
until  the  debtor  nations  were  in  a 
position  to  assume  the  burden. 

During  the  fall  of  1920  and  until  the 
present  time,  so  far  as  any  announce- 
ment has  been  made,  the  n^otiations 
looking  to  the  deferment  of  interest 
collection  have  not  been  completed. 
The  Secretary  of  the  Treasury  now  (in 
his  Annual  Report  for  1920,  j>.  61) 
proposes  a  method  for  the  considera- 
tion of  Congress  and  possibly  as  a 
tentative  basis  of  discussion  with  the 
European  governments. 

It  appears  that  some  such  plan  will 
be  worked  out  as  was  proposed  in 
Secretary  Glass'  letter  to  Chairman 
Fordney  for  the  disposition  of  the 
interest  at  the  present  time,  while 
sooner  or  later  n^otiations  will  have 
to  be  engaged  in  on  the  larger  plan  now 
proposed  by  Secretary  Houston  for  the 
funding  of  principal  and  interest.  Pos- 
sibly the  temporary  plan  will  take  the 
form  of  permitting  the  deferment  of 
interest  for  several  years  and  its  pay- 
ment thereafter  in  installments  to- 
gether with  the  interest  regularly 
accruing.  But  in  any  event,  it  is 
going  to  be  a  long  time  before  the 
governments  of  Europe  are  able  to 
meet  the  aggregate  interest  payments, 
to  say  nothing  of  amortization  charges. 
Not  even  the  most  comfortably  fixed 
can  face  this  gigantic  burden  anywhere 
in  the  near  future. 

Wartime  Credit  Requirements 

For  purposes  of  war  the  needs  of 
government  always  outrun  its  re- 
sources. Invariably  there  has  been 
an  almost  immediate  resort  to  the 


appropriation — today  we  call  it  "mob- 
ilization,'*— of  private  resources.  With 
due  regard  for  the  inviolability  of  indi- 
vidual interests,  but  determined  to 
secure  and  exercise  effectively  the 
control  of  credit,  the  governments  of 
the  world  in  the  last  seven  years  have 
drawn  heavily  upon  the  popular  con- 
fidence in  what  sovereignty  can  do,  in 
their  effort  to  turn  to  public  uses,  as 
variously  conceived,  all  the  resources, 
tangible  or  intangible,  within  reach. 
As  we  have  seen,  unlimited  quantities 
of  currency  have  been  issued,  which  has 
depreciated  in  many  instances  to  the 
rating  of  indeterminate  promissoiy 
notes,  and  for  this  currency  and  other 
obligations  the  governments  have  in  a 
certain  sense  sought  an  endorsement 
on  the  part  of  the  pubUc;  that  is,  they 
have  sought  an  expression  of  public 
confidence  in  the  validity  of  govern- 
ment credit,  in  securities  of  relatively 
long  term  which  represent,  among 
other  things,  an  effort  to  stabilize  the 
earning  power  of  credit  throughout  all 
f orseeable  exigencies  until  a  day  may 
come  when  fiat  currency  may  have  been 
redeemed,  or  when,  in  other  words,  the 
factors  of  abundant  production,  facile 
means  of  distribution  and  tranquil  pub- 
lic feeling  as  to  the  future,  may  again 
clearly  be  discerned  at  work. 

It  has  been  sufficiently  set  forth  what 
a  burden  the  indebtedness  of  sovereign 
states  constitutes  at  the  present  time. 
No  time  has  been  available  to  estimate 
the  extent  to  which  this  burden  has 
been  increased  by  local  indebtedness, 
for,  after  all,  local  indebtedness  is  apt 
substantially  to  represent  investment 
in  the  machinery  of  production  and  in 
things  that  f  aciUtate  the  elaboration  of 
goods  and  the  effective  and  economical 
rendering  of  services.  I  do  not  wish  to 
imply  a  doubt  as  to  the  value  of  the 
indebtedness  incurred  by  sovereign 
states,  but,  as  I  have  indicated,  most 
of  it  has  to  do  with  war  and  the  prep- 
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arations  for  war.  In  giving  some  per 
capita  figures  I  do  not  wish  to  have  it 
inferred  that  one  can  judge  the  real 
weight  of  the  debt  of  sovereign  states 
by  per  capita  estimates.  Those  who 
know  conditions  in  some  of  the  coun- 
tries of  this  hemisphere  and  of  Asia,  as 
well  as  those  of  Europe,  know  how 
inconclusive  a  measure  of  economic 
strength  we  may  find  in  per  capita 
figures  of  indebtedness,  circulation  and 
the  like. 

International  Indebtedness 

The  economic  sigl&ificance  of  the 
international  indebtedness  is  greater 
than  its  proportion  to  the  total  national 
debts.  Whatever  a  sovereign  state 
may  do  with  its  domestic  debt,  it  is  the 
accepted  theory  that  it  must  handle 
its  foreign  obligations  with  the  greatest 
pimctuality  and  with  complete  ful- 
fillment of  all  conditions.  Inability, 
punctually  and  fully,  to  meet  their 
foreign  obligations  has  made  it  ex- 
ceedingly difficult  for  the  governments 
of  western  Europe  to  take  any  meas- 
ures which  would  effectively  win  back 
public  confidence,  neutralize  the  im- 
favorable  influences  affecting  the  ex- 
changes, and  assure  encouragement  of 
production  and  the  smooth  operation 
of  the  processes  of  distribution. 

I  do  not  believe  that  all  the  financial 
trouble  experienced  in  the  last  few 
years,  of  which  the  course  of  the  ex- 
changes is  but  one  index,  is  attributable 
exclusively  to  the  existence  of  this 
mass  of  international  indebtedness.' 
Naturally  there  has  been  an  immense 
amoimt  of  readjustment  necessary  in 
the  settling-down  process  after  so  wild 
a  struggle  as  the  one  we  have  experi- 
enced. Artificial  forces  of  every  de- 
scription were  brojught  into  play  to 
control  and  manipulate,  to  force,  to 
retard,  to  concentrate,  and  to  divert 
all  the  processes  of  production,  and 
these  forces  have  in  turn  stinmlated  the 


instinct  of  the  speculator  and  befogged 
the  landmarks  of  the  person  of  average 
prudence  and  responsibility.  A  great 
deal,  both  material  and  spiritual,  was 
torn  loose  from  its  moorings  and  sent 
down-stream  to  take  its  chances  in  the 
ice  jam.  And  it  can  not  be  too  fre- 
quently emphasized  that  no  one  for- 
mula could  be  expected  to  solve  all  the 
problems  now  crowding  on  the 
world. 

Nevertheless,  I  am  convinced  that 
the  problem  which  calls  for  solution 
first  is  the  one  which  affects  the  general 
attitude  towards  the  state.  The 
popular  confidence  in  the  state  has 
everywhere  been  shaken.  This  is  nat- 
ural. It  is  a  formal  reaction  from  the 
imperious  absorption  of  all  activities 
and  powers  by  the  state,  and  the  ruth- 
less subordination  of  eveiy  interest  to 
the  national  policy,  as,  for  the  time 
being,  the  authorities  inteipret  it. 

But  it  is  one  thing  to  resent  and 
challenge  Vetatisme,  the  theory  of  the 
omnipotent  government,  and  quite 
another  to  become  so  demoralized  in 
the  face  of  the  forbidding  aftermath  of 
war  as  to  lose  all  assurance  in  the 
maintenance  of  civil  order,  and  the 
reasonable  stability  of  fiscal  policy  long 
enough  to  bridge  a  single  harvest. 
The  business  communities  in  Europe 
today  have  no  knowledge  of  what  is 
ahead  of  them;  they  are  fearful  of  the 
governments,  however  much  they  de- 
test the  intolerable  interference  with 
their  lives  the  governments  have  now 
come  to  practice.  The  building  up  of 
a  reasonably  strong  volume  of  private 
credit  is  retarded  by  the  universal 
preoccupation  as  to  the  impending 
disasters  in  public  finance,  with  further 
uncontrolled  inflation  of  currency  as 
the  only  medication.  It  is  the  dreadful 
recourse,  each  day  more  frequent  and 
violent,  to  the  use  of  opiates.  Private 
business  is  going  on  surprisingly  briskly, 
and  bank  balance  sheets  are  roseate; 
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but  the  burden  of  taxation,  the  cost  of 
the  effort  to  maintain  garish  standards 
of  living,  and  above  all  the  sinking 
purchasing  power  of  currencies,  are 
shadows  overhanging  everything. 

Whether  people  attempt  to  think  it 
out  or  not,  they  are  much  worried  as 
to  the  int^rity  of  the  national  credit. 
We  instinctively  and,  as  we  believe, 
loyally  try  to  preserve  intact  the 
nominal  value  of  any  contractual  con- 
sideration, even  though  real  values  may 
shrink  tremendously.  We  do  not  wish 
to  see  any  formal  impairment  of  public 
securities,  and  least  of  all  an  official 
admission  of  bankruptcy.  Yet  that 
is  imdoubtedly  what  lies  ahead  of 
many  European  governments.  Some 
have  drawn  nearer  to  it  than  others. 
Beyond  bankruptcy  we  do  not  care  to 
look.  The  process  of  physical  reha- 
bilitation is  painful  enough;  the  recon- 
struction of  nations  and  of  an  entire 
cultural  phase  in  the  world's  histoiy  is 
the  work  of  centuries.  There  are 
those  who  say  that  nations  have  in 
other  times  survived  terrible  burdens, 
and  that  it  was  never  possible  to  meet 
all  obligations  given  in  war  time 
when  they  came  due,  although  all 
such  obligations  have  subsequently 
been  honored,  and  the  hardship 
survived. 

It  is  true  that  mankind  has  a  way  of 
living  through  war,  pestilence  and 
enslavement.  Is  it  true,  however, 
that  only  by  such  convulsions  and 
agony  we  can  move  forward?  Is  our 
theory  of  progress  to  be  one  of  biolog- 
ical determinism,  and  are  we  to  build 
our  future  on  successive  moimds  and 
ruins?  Surely  it  is  not  necessary  that 
everything  we  have  in  our  entire  social 
order  should  be  further  tested  by  the 
fire  in  order  to  see  how  much  of  it  is  to 
be  preserved!  It  seems  as  if  there 
might  be  a  healthy  minority,  at  least, 
willing  to  do  business  on  some  other 
theory  of  life. 


POMCT  OF  THE  UnITED  StATES 

We  are  now  squarely  confronted  by 
the  problem  of  the  policy  of  the  United 
States.  This  money  Eiu-ope  owes  us 
seems  an  enormous  amoimt;  in  com- 
parison with  the  Wtional  debts,  and 
even  the  aggregate  international  obliga- 
tions, it  is  not  so  large.  But  its  impor- 
tance is  paramoimt.  We  can  use  it  to 
infuse  new  self-confidence  and  vigor  in 
the  torpid,  half-drugged  sovereignties, 
and  immediately  enable  them  to  inspire 
all  who  have  to  do  business  with  them 
with  renewed  confidence  in  their  ulti- 
mate recovery  and  normal  functioning. 
We  hold  a  key.  If  we  demand  pay- 
ment, not  all  the  expedients  they  can 
contrive  will  avail;  and  the  shriveled 
purchasing  power  of  their  currencies 
will  grow  more  and  more  feeble.  We 
can  reheve  them  if  we  will.  If  we  do 
not,  we  can  not  have  been  the  gainers, 
for  our  debtors  will  either  have  been 
driven  into  some  action  still  more 
costly  in  character  than  the  remission 
of  the  debts,  or  they  will  have  become 
officially  bankrupt. 

I  am  aware  that  the  people  of  this 
coimtiy  generally  expect  the  foreign 
indebtedness  to  be  paid  off,  and  that 
it  will  be  no  easy  task  to  face  them  with 
the  assurance  that  its  payment  can  not 
reasonably  be  expected  in  the  lifetime 
of  the  present  generation,  and  that  it 
will  be  expecting  veiy  much  to  count 
upon  any  person  now  living  ever  seeing 
the  day  when  all  the  deferred  interest 
alone  will  have  been  paid  up.  But 
they  must  be  faced  with  the  fact,  and 
they  may  as  well  be  faced  with  it  before 
1945,  when  they  will  presumably  have 
amortized  that  portion  of  our  own 
domestic  debts  which  exceeds  the 
foreign  obligations,  for  they  will  then 
have  to  b^^  amortizing  that  portion 
which  it  is  contemplated  to  amortize 
with  the  proceeds  of  the  foreign  debts. 

After  all,  I  believe  that  the  people 
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of  this  countiy  would  be  willing  to  face 
this  additional  burden,  if  they  have 
before  them  a  resolute  and  well-con- 
sidered program  formulated  by  the 
administration  and  intended  to  relieve 
the  world  as  a  whole  from  the  spectre  of 
further  preparations  for  war  and  at  the 
same  time  alleviate  the  situation  in 
Europe.  If  the  United  States  will 
take  the  lead  and  formulate  such  a 
program,  laying  it  before  the  leading 
nations,  our  government  may  count 
upon  having  behind  it  the  weight  of 
popular  approval,  not  only  in  this 
country  but  throughout  all  the  little 
nations  in  the  world,  all  of  whose 
peoples  are  sadly  depressed  by  the 
anxiety  which  they  feel  when  they  wit- 
ness tJie  demoralization  of  the  great 
nations  which,  after  all,  control  the 
prosperity  of  the  world. 

As  I  contemplate  the  necessity  of 
resolution  and  the  adoption  of  some 
plan  rather  than  reUance  upon  a  poUcy 
of  drift,  I  am  led  to  quote  a  remark  by 
Lord  Loreburn  in  his  penetrating 
study  entitled  How  the  War  Came 
(p.  175): 

A  strong  prompt  decision  by  each  State 
as  to  the  course  it  proposed  to  steer  and  an 
immediate  announcement  of  that  course, 
where  an  antagonist  was  about  in  ignorance 
to  thwart  it,  or  as  a  friend  was  about  to 
commit  some  error  which  would  run 
counter  to  it — ^these,  surely,  are  necessary 
in  the  management  of  any  kind  of  contro- 
versial business. 

Two  Alternatives 

As  I  see  it,  there  are  really  two  broad 
alternatives  facing  the  world  today; 
of  course,  I  am  speaking  of  general  and 
philosophical  tendencies  rather  than 
detailed  and  particular  cases.  The 
nations  may  continue  to  cultivate  the 
theory  of  unlimited  state  sovereignty 
and  encourage  the  further  develop- 
ment of  the  means  for  its  maintenance. 
They  may  continue  to  calculate  on  all 


possible  combinations,  military  and 
financial,  with  which  any  of  them  might 
at  any  time  be  confronted,  and  prq>are 
to  resist  such  combinations.  They 
may  emphasize  still  more  strongly  the 
nationalistic  theory  of  self-sufficiency 
and  economic  independence,  the  con- 
trol of  strat^ic  materials  and  needs  of 
conununication,  and  proceed  to  abro- 
gate all  economic  laws  in  the  superior 
interest  of  national  sovereignty.  They 
may  elaborate  an  economic  and  mili- 
tary policy  intended  to  disprove  and 
defy  the  principles  on  which  the  mate- 
rial world  seems  to  be  constructed. 
For  the  United  States  in  particular, 
thb  formula  is  an  inviting  one  by 
reason  of  our  inmiense  resources,  our 
geographical  position  and  the  relation 
we  now  bear  to  the  rest  of  the  civilized 
world.  We  can  arm  to  the  teeth  and 
be  prepared  to  meet  any  possible  com- 
bination which  might  be  formed  against 
us,  either  by  all  our  debtors  or  by  any 
group  of  them;  and  meanwhile  we  can 
salvage  such  of  their  movable  property 
as  can  be  without  too  great  difficulty 
attached  and  brought  under  our  own 
physical  control.  We  can  then  fold 
oiu*  arms  and  look  on  while  they  *'stew 
in  their  own  juice."  Indeed,  it  is  not 
so  long  since  that  a  man  remarked  to 
me  that  he  thought  Eiu^pe  ought  to 
be4et  pay  the  penalty  for  the  corrup- 
tion of  its  civilization,  and  that  we 
should  offer  no  help,  either  by  way  of 
remission  of  debt  or  by  extension  of 
material  assistance,  but  stand  aside 
and  permit  decay  to  set  in  and  nature 
to  take  its  course. 

But  the  trouble  with  this  alternative 
is  that  it  overlooks  the  fact  that  the 
entire  world  is  more  or  lecys  of  a  piece, 
and  that  what  goes  on  in  Europe  or 
even  in  one  or  the  other  end  of  Europe, 
can  not  but  have  a  repercu^on  in  this 
country.  It  does  not  take  account  of 
our  dependence  upon  the  existence  of 
general  tranquillity  in  the  world  and  a 
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state  of  confidence  and  assurance  that 
a  reasonable  degree  of  public  o^der  will 
be  maintained  while  private  business 
is  being  transacted.  Only  the  self- 
sufficient  villf^e  community  can  live 
in  such  idea-tight  bliss.  At  the  very 
moment  that  such  a  policy  were  de- 
termined and  the  measures  begun  to 
give  it  effect,  the  signs  of  weakness 
would  be  discernible  as  a  result  of  the 
effect  on  us  of  the  economic  breakdown 
and  political  chaos  in  Europe.  That 
breakdown  has  come  in  some  quarters, 
and  is  barely  being  held  off  in  others. 
Unfortunately,  this  first  alternative  is 
the  one  more  readily  taken  up  in  times 
like  these,  when  idealistic  hopes  which 
took  but  little  account  perhaps  of 
realities  have  been  disappointed  and 
reactions  of  cynicism  and  disillusion- 
ment set  in.  It  is  a  period  of  impa- 
tience and  ill-temper,  when  loose  think- 
ing is  common,  and  resolute,  steadfast 
courses  unpopular. 

Broadly  speaking,  the  other  alterna- 
tive involves  the  adoption  by  the  lead- 
ing nations  of  a  reasonable  policy  of 
cooperation,  looking  to  gradual  dis- 
armament, and  agreement  on  the 
fundamental  principles. 

Any  plan  laid  before  the  other  gov- 
ernments must  involve  economic  ele- 
ments, matters  in  the  domain  of  inter- 
national law  and  certain  political  and 
moral  considerations,  all  of  which  are 
vital  factors  in  the  peace  of  the  world. 
It  must  embrace  a  genuine  cessation  of 
military  and  naval  preparation,  not 
necessarily  the  scrapping  of  fleets,  air- 
craft, or  fortifications,  but  the  dedara- 
tion  of  what  is  commonly  known  as  a 
"holiday**  in  construction  of  these 
means  of  offense  and  defense,  and  the 
inmiediate  acquisition  of  all  enter- 
prises for  the  construction  of  arma- 
ment and  military  munitions  by  the 
several  states,  llie  reasonably  rapid 
reduction  of  military  and  naval  per- 
sonnel, no  matter  how  the  state  has  to 


provide  for  the  men  released,  is  another 
indispensable  element  in  any  plan  of 
restriction  of  the  preparations  for  war. 
In  the  domain  of  international  law 
there  should  be  agreement  in  principle 
(to  be  carried  out  later  in  detailed 
conventions)  as  to  the  outlawry  of  the 
use  of  chemical  warfare;  the  abandon- 
ment of  reprisals  in  any  and  all  circum- 
stances; the  acceptance  of  the  invio- 
labiUty  of  merchant  craft;  possibly, 
also,  the  automatic  action  of  neutral 
governments  to  bring  about  an  effect- 
ive blockade  of  belligerency  wherever 
it  appears  without  dispute  as  to  who  is 
the  aggressor.  After  all,  the  thing 
which  needs  to  be  quarantined  is  the 
state  of  belligerency. 

Other  Settlements 

There  are  certain  other  settlements 
which  must  be  r^arded  as  essential  to 
the  peace  of  the  world,  not  only  now, 
but  for  the  future.  For  instance,  a 
determined  and  patient  effort  on  the 
part  of  our  government  would  go  far 
towards  settlii^  by  international  con- 
vention the  question  of  protection  of 
racial  minorities  wherever  they  exist,  so 
far  as  this  problem  can  be  solved  other- 
wise than  by  the  exercise  of  real  under- 
st€mding  and  himian  charity. 

I  also  feel  that  the  extension  of  the 
good  offices  of  the  United  States  Grov- 
emment  at  the  time  that  it  were  to 
initiate  the  other  negotiations  neces- 
sary to  the  successful  carrying  out  of 
this  plan  of  cancellation  of  war  indebt- 
edness on  the  basis  of  quid  pro  quOf 
would  make  it  easy  for  the  Govern- 
ment of  England  gracefully  to  recognize 
the  right  of  those  who  reject  her  offer 
of  partnership  in  empire,  peacefully  and 
unmolested  to  withdraw.  England 
would  thus  secure  a  friendly  neighbor 
who  would  be  willing  undoubtedly  to 
shoulder  a  just  proportion  of  the  Brit- 
ish war  debt  if  permitted  to  go  in  peace» 
and  who  would  also  be  as  willing  to 
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renounce  the  ambitions  and  burdens  of 
empire  as  all  the  other  little  nations 
have  been  willing  to  abandon  them  in 
order  to  win  the  precious  spiritual 
treasure  of  self-direction.  An  inde- 
pendent Ireland  woidd  be  as  little  con- 
cerned with  the  imperial  projects  of 
larger  nations  as  either  of  the  Low 
Countries  after  their  emergence  from 
centuries  of  attempted  assimilation  by 
their  neighbors. 

CONCLUSIONB 

Pojwibly  no  recapitulation  is  of  any 
use  after  such  a  survey  of  the  question 
as  I  have  had  to  make,  but  I  venture 
to  point  out  the  chief  considerations 
that  I  have  set  down. 

1.  The  European  coimtries  are  un- 
able at  the  present  time  to  pay  interest 
on  their  debts,  or  undertake  the  amorti- 
zation of  their  debts;  and  it  will  be 
years  before  they  can  begin  to  pay  the 
interest  cturently  due,  to  say  nothing 
of  arrears  of  interest. 

2.  It  would  be  hardly  possible,  or  at 
any  rate,  exceedingly  difficult,  for  those 
countries  to  make  head  against  their 
other  obligations  if  their  indebtedness 
to  the  United  States  were  cancelled; 
while  these  obligations  to  the  United 
States  stand,  the  Eiuropean  govern- 
ments are  forced  to  continue  absorbing 
private  credit,  already  dangerously 
near  exhaustion,  for  public  use. 

3.  Relief  from  the  burden  of  these 
debts,  whether  payable  on  demand  or 
after  twenty  years,  woiJd  enable  the 
European  countries  (1)  to  come  nearer 
to  balancing  their  ordinary  budgets, 
(2)  to  stabilize  their  fiscal  programs 
long  enough  to  enable  capital  to  be 
invested  with  some  assurance,  business 
to  be  set  going,  and  industry  to  revive, 
and  (8)  to  begin  the  long  and  tedious 
return  journey  to  convertibility  of 
their  currencies. 

4.  Cancellation  by  the  United  States 
of  the  debts  owed  by  European  coun- 


tries on  account  of  war  credits  or  Euro- 
pean relief  woidd  naturally  be  wel- 
comed by  the  European  peoples  and 
governments;  they  would,  of  course, 
prefer  that  such  cancellation  be  un- 
conditional. 

5.  Finding  that  at  present  uncon- 
ditional cancellation  can  hardly  be 
secured,  the  European  countries  will 
decide  that  they  must  make  the  best 
of  the  situation,  bring  about  bs  rapidly 
as  possible  the  transformation  of  their 
demand  notes  held  by  the  United 
States  Grovemment  into  15-25  year 
bonds  with  funding  of  interest,  and 
having  been  granted  this  respite,  ad- 
dress themselves  to  (1),  domestic 
adjustment  and  (2),  the  cultivation  in 
the  United  States  of  a  public  sentiment 
friendly  to  unconditional  cancellation. 

6.  So  bad  is  the  situation  oi  the 
European  countries,  however,  that 
they  coidd  not,  and  would  not,  refuse 
any  reasonable  conditions  imposed  by 
the  United  States  upon  the  gradual 
cancellation  of  the  debts;  the  instant 
relief  to  their  fiscal  maladies  would  be 
worth  any  bearable  sacrifice. 

7.  All  the  more  would  the  European 
countries  be  willing  to  accept  condi- 
tional cancellation,  if  the  conditions 
laid  down  by  the  government  of  the 
United  States  were  clearly  for  their 
further  relief  from  the  bimlens  of  war; 
while  the  national  dignity  in  each  case 
would  be  consoled  with  the  argument 
that  the  process  was  world-wide. 

8.  This  war  has  frigjitfully  mort- 
gaged the  future.  Are  not  signs  every- 
where discernible  that  people  are  going 
not  merely  to  chafe  under  the  burden, 
but  to  question  the  utility  of  our 
political,  economic  and  social  system, 
or  even  of  our  sacrosanct  ideas  of 
sovereignty  itself?  If  this  is  to  be  the 
outcome,  there  is  not  going  to  be  much 
of  our  foreign  debt  paid  to  us,  unless 
we  put  a  lien  on  everything  our  debtors 
possess,  movable  and  immovable,  and 
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have  plenty  of  physical  force  in  re- 
serve to  make  the  lien  good. 

9.  Somehow,  no  doubt,  the  race  will 
survive  if  any  or  all  the  govern- 
ments of  Europe  collapse.  The  United 
States  may  become,  either  by  design 
or  as  residuary  legatee,  the  foremost 
imperial  state  in  the  world,'^  vigorously 
pushing  forward  a  program  of  economic 
penetration  through  this  hemisphere, 
and  financial  leadership  in  the  world. 
Nevertheless,  many  new  ideas  may 
be  set  loose  under  the  pressure  of 
economic  forces,  and  we  may  yet  be 
brought  to  a  period  of  exhaustion  and 
stagnation  as  profound  as  that  which 
overtook  the  classical  world  of  Asia 
and  our  own  western  classical  antiquity. 
Is  it  possible  that  we  are  incapable  even 
of  imagining,  if  not  of  effectuating,  an 
ahemative  to  this  sacrifice? 

If,  therefore,  it  would  seem  that  the 


United  States  will  never  receive  any 
appreciable  portion  of  the  debts  arising 
from  the  war,  that  the  existence  of 
these  debts  is  an  aggravation  of  eco- 
nomic distress  and  a  temptation  to 
desperate  measures,  and  that  their 
cancellation  on  any  reasonable  terms 
could  be  made  of  great  service  to  the 
whole  world,  then  it  would  follow 
that  the  dictates  of  prudence  and  self- 
preservation,  no  less  than  the  principles 
of  sound  business  policy,  counsel  us  to 
determine  the  program  of  general  and 
specific  action  we  desire  the  European 
countries  to  take,  and  lay  it  before 
each  of  them  directly  and  formally,  its 
acceptance  to  constitute  the  indis- 
pensable condition  to  the  commitment 
of  this  country  to  a  program  of  gradual 
cancellation  of  all  the  European  debts 
except  those  arising  from  the  sale  of 
surplus  war  materials. 
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of  Democracy  Today."  The  analysis  of 
democracy  given  in  the  last  thirty  pages  is 
alone  worth  the  price  of  the  book  many 
times  over.  It  is  not  only  a  philosophical 
analysis  of  merit  but  it  is  a  dear  vision  of 
the  sdence  of  democracy  and  a  call  to  ac- 
tion on  the  high  plane  of  the  true  demo- 
cratic calling.  A  finer  statement  has  not 
been  written  in  many,  many  years. 

Hall,  G.  Stanley.  Morale.  The  Supreme 
Standard  cf  lAJe  and,  Conduct,  Pp.  ix, 
878.  Price,  $8.00.  New  York:  D. 
Appleton  &  Co.  1920. 

Morale  is  "to  ke^  ourselves,  body  and 
soul,  and  our  environment,  physical,  social. 


industrial,  etc,  always  at  the  very  tip-top  of 
condition."  The  devdopmental  urge  that 
leads  us  into  this  super-hygiene  is  the  only 
"truly  defined  power  that  ever  was  or  will 
be."  Hence  it  foUows  that  "morale  thus 
concdved  is  the  one  and  only  true  rdigion 
of  the  present  and  the  future  and  its  doc- 
trines are  the  only  true  theology."  "IVue 
morale  is  never  motivated  by  the  expecta- 
tion of  pay  or  pain  in  another  world." 

Such  is  the  main  thesis  in  this  new  book 
by  G.  Stanley  Hall.  But  few  will  agree 
with  this  fundamental  thesis.  All  however 
will  profit  from  the  illuminating  discussion 
of  such  topics  as  the  Morale  of  Fear,  Death, 
Hate  and  Anger,  War  Aims  and  Knowl- 
edge, the  Soldier  Ideal  and  its  Conservation 
in  Peace,  Morale  and  Rdiabilitation  of 
the  Wounded,  Morale  and  Education,  and 
Morale  and  Religion. 

Bbibsenden,   Paxtl   Fredebick.     The  I. 
W.  W,    A  Study  of  American  Syn- 
dicalUm.      Fp.    488.      Price:  Cloth 
cover  $4.00,  paper  covct,  $8.50.    New 
York:  Longmans,    Green    and    Co., 
Agent.    Columbia  University.     1921. 
This  is  an  indusive  history  of  the  L  W. 
W.  from  its  eariy  revolutionary  bodies  to 
1919.    It  is  difficult  for  one  to  discuss  with 
accuracy  the  work  because  the  fidd  is  nec- 
essarily so  broad.    Footnote  references  are 
given  to  sources  and  extensive  quotations 
are  induded,  and  all  in  all  the  book  ap- 
pears to  be  a  thorough-going,  authentic  and 
worth  while  history  of  the  I.  W.  W.'s  in  this 
country.     Those  who  want  not  only  the 
history  but  the  philosophy  of  the  I.  W.  W. 
will  find  this  book  worth  while. 

The  Appendix  gives  some  of  the  songs 
from  the  I.  W.  W.  song  book  and  some  oi 
the  statutes  by  states  outlawing  criminal 
syndicalism. 

Dbalet,  Jambs  Quaylb.     The  State  and 
Oovemment,     Pp.    xiv»   409.      Price, 
$8.00.    New  York:  D.  Appleton  and 
Company.     1921. 
This  is  a  book  of  prindples  and  not  a  de- 
scription of  the  governmental  machinery 
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of  the  state.  The  contents  cover  such  mat- 
ters as  the  social  background,  development 
of  political  government,  taTation,  police 
power,  functions  of  government,  clarifica- 
tion of  law,  the  dectorate,  dtisensfa^), 
political  parties,  and  the  growth  of  democ- 
racy. It  is  not  in  any  sense  a  contribution. 
It  is  solely  what  it  purports  to  be — an  ele- 
mentary introduction  to  political  science. 

Mebbiam,  Chables  Edwabd,  Ph.D. 
American  Poliiical  Ideas,  1866-1917. 
Pp.480.  Price,  $2.75.  New  York:  The 
MacMillan  Co.    1920. 

The  author  well  calls  this  Amerioan 
Political  Ideas  with  the  subtitle  Studies  in 
the  DevelopmerU  of  American  Political 
Thought,  1865-1917.  This  is  not  a  book 
on  political  theory.  It  is  an  inclusive 
study  of  the  various  ideas  that  have  been 
present  in  American  life  from  1865-1917. 
The  most  masterly  chapter  of  the  book  is 
that  on  ''The  Background  ci  American 
Political  Thought."  This  chapter  will 
prove  particulariy  helpful  to  anyone  who 
cares  to  get  the  background  for  present-day 
political  phenomena.  The  book  should  be 
in  every  well-stocked  library. 

Those  who  are  looking  for  a  critical 
analysis  will  be  disappointed  in  the  book. 
Those  who  are  desirous  of  getting  a  clear- 
cut  and  well-balanced  statement  on  such 
topics  as  the  consent  of  the  governed,  the 
courts,  the  legislative  and  the  executive, 
internationalism,  militarism,  the  political 
party  and  civil  liberties  will  find  the  book 
informing  and  usdul. 

KniRNAN,  T.  J.,  M.A.  British  War  Fi- 
nance  and  the  Consequences.  Pp.  vi, 
182.  London:  P.  S.  King  and  Son 
limited. 

This  book  discusses  briefly  and  con- 
cisely the  principles  underlying  public 
finance  in  Crreat  Britain  before,  during,  and 
since  the  World  War.  It  does  not  contain 
detailed  information  as  to  the  administra- 
tion of  taxes  now  in  force  in  the  United 
Kingdom.  It  does  discuss  concisdy,  how- 
ever, the  principles  underlying  these  taxes 
and  I4>plies  the  general  canons  of  eco- 
nomics thereto.  This  is  a  handy  reference 
book  as  it  contains  the  salient  principles  of 
the  Bfifj^  fiscal  system. 


Down,  Jeboiie,  MA.  Democracy  in 
America.  P{p.Xin,506.  Price,  $8.50. 
Oklahoma  City:  The  Harlow  Publish- 
ing Company.    1921. 

''One  of  the  characteristics  of  the  Ameri- 
cans, conspicuous  in  all  Teutonic  races,  and 
especially  accentuated  in  the  English,  is  a 
very  strong  degree  of  pugnacity."  This  b 
the  type  of  statement  that  pervades  the 
book.  Are  the  Teutonic  races  conspicuous 
for  pugnacity  and  b  this  trait  especially 
accentuated  in  the  English?  What  sort  <rf 
evidence  would  one  have  to  have  before 
such  a  statement  could  be  made?  Areweto 
rely  merely  on  statements  of  travellers? 

Those  who  desire  such  statements  as 
the  above  quotation  in  great  abundance 
will  find  numerous  examples  throughout 
this  book.  There  are  chapters  devoted  to 
domestic  life,  industrial  life,  political  life, 
religious  life,  the  press,  the  drama,  man- 
ners, science,  education,  philosophy,  music, 
painting,  sculpture  and  architecture. 

Laski,  Harold  J.  Political  Thought  from 
Locke  to  Bentham.  Pp.  826.  T^ce, 
$1.90.  New  York :  Henry  Holt  &  Co. 
1921. 

This  book  is  more  than  the  usual  collec- 
tion of  excerpts  from  political  thinkers.  It 
is  an  interpretation  of  the  classical  con- 
tributions of  political  thinkers  from  Locke 
to  Bentham  in  the  light  of  present  day  de- 
velopments. It  is  not  a  bromodic  collec- 
tion of  excerpts  from  those  authors,  nor  is 
it  an  exercise  in  putting  up  the  authors  of 
the  past  and  knocking  them  down  with 
present-day  knowledge.  It  is  an  illuminat- 
ing analysis  of  the  works  of  those  theorists, 
by  one  who  has  an  inclusive  grasp  of  eco- 
nomic and  social  forces  that  create  political 
theories,  written  in  an  enticing  style. 

Bruce,  W.  F.  Oeschichte  des  Kriegsaus^ 
schusses  der  Deutschen  BaumwoU-In-' 
dustrie.  Pp.  828.  Berlin:  War  Com- 
mittee for  the  German  Cotton  Indus- 
tries, 1920. 

The  work  under  consideration  presents 
a  discussion  of  the  organization  and  activ- 
ity of  the  German  Committee  which  dealt 
with  the  cotton  industry  in  the  German 
Empire  during  the  war.    The  author,  a 
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professor  of  Economics  at  the  University 
of  Giessen,  was  director  of  the  cotton  sec- 
tion in  the  Raw  Materials  Division  of  the 
War  Ministry  up  to  December  1915,  before 
which  time  the  important  regulations  per- 
taining to  government  control  of  the  cotton 
industry  had  been  formulated.  He  has  also 
had  access  to  the  conq>lete  records  of  this 
committee  during  the  latter  part  of  the  war. 

The  volume  is  divided  into  three  parts. 
The  first,  occupying  two-thirds  of  the  book, 
gives  a  brief  history  of  the  cotton  industries 
in  Germany  before  the  war,  and  more  par- 
ticularly an  account  of  the  early  effects  of 
the  war  on  these  industries — ^the  changes 
due  to  lack  of  raw  material,  the  effects  of 
substitution,  price  regulation,  and  the 
technical  changes  within  the  industry. 
The  last  one  hundred  pages  of  part  one  con- 
tain a  detailed  account  of  the  plans  and 
procedure  by  which  o¥mers  of  spinning  and 
weaving  mills  were  indenmified.  Of  ap- 
proximately twelve  million  spindles  in  the 
cotton  industry  of  Germany,  the  war  com- 
mittee designated  only  two  million  for  army 
purposes.  The  owners  of  these  two  million 
spindles  were  not  allowed  to  pocket  large 
gains;  in  fact,  the  entire  profits  on  the  war 
orders  were  distributed  among  the  owners 
of  the  idle  spindles  as  indenmification  for 
their  enforced  idleness.  Part  two  presents 
in  considerable  detail  the  various  regula- 
tions adopted  for  control  of  the  cotton  in- 
dustries during  the  first  two  years  of  the 
war,  and  extensive  tables  of  statistics  and 
graphs  showing  stocks,  prices,  number  of 
workmen  employed,  etc.  from  1915  to  1918. 
Part  three  deals  with  the  business  organ- 
ization of  the  conunittee  and  the  various 
problems  before  it  for  solution. 

Before  the  war,  the  cotton  industries  of 
Germany  were  among  the  most  important 
of  the  country,  engaging  about  one-eighth 
of  the  total  German  labor  and  utilizing 
nearly  two  million  bales  of  cotton  per  year. 
In  1913  Grermany  exported  about  125  mil* 
lion  dollars  worth  of  yam,  thread  and  cot- 
ton goods,  being  surpassed  in  this  field  only 
by  Great  Britain  and  the  United  States. 


While  entirdy  dependent  on  imports  for 
supplies  of  cotton,  Germany  gave  little  at- 
tention to  this  raw  material  during  the  sum- 
mer of  1914.  As  a  matter  of  fact  the  im- 
portation of  raw  cotton  into  the  country 
was  not  seriously  affected  during  the  early 
months  of  the  war.  Large  shipments  were 
received  up  to  February  1915,  at  which 
time  cotton  began  to  be  restricted  to  army 
uses  only.  These  shipments  came  largdy 
as  reexports  of  American  cotton  from 
Scandinavia,  Hdland,  Switzeriand  and 
Italy.  On  August  22,  1915,  En^and  de- 
clared all  cotton  shipments  contraband, 
and  from  this  time  on  German  industries 
were  more  or  less  seriously  handicapped  for 
raw  cotton. 

At  the  outbreak  of  the  war  the  cotton 
market  at  Bremen  had  about  825,000  bales 
on  hand,  and  some  400,000  additional  bales 
were  in  the  possession  of  the  plants  using 
this  material.  The  stock  on  hand  in  indus- 
trial plants  was  inventoried  in  May  1915, 
and  found  to  be  about  the  same  as  in  July 
1914.  When  Italy  declared  war  on  Austria- 
Hungary  there  were  approximately  500,000 
bales  of  cotton  at  Genoa,  destined  for 
Germany. 

The  chief  task  of  the  committee,  whose 
activities  Dr.  Bruck  describes,  was,  of 
course,  to  provide  for  the  needs  of  the 
army.  Hiis  was  accomplished  chiefly  by 
restricting  the  supplies  of  raw  cotton  to 
those  plants  designated  by  the  committee 
to  supply  army  material.  This  committee 
also  apportioned  the  work  among  the  vari- 
ous establishments,  distributed  the  subsidy 
payments  to  idle  mills,  and  had  general 
supervision  and  disposition  of  the  large 
stocks  of  cotton  confiscated  in  northern 
France,  Bdgium  and  Poland. 

The  book  is  a  mine  of  detailed  informa- 
tion regarding  official  decrees  for  the  con- 
trol of  the  cotton  industries  in  Germany 
from  1914  to  1918,  and  b  chiefly  valuable 
as  a  source  book. 

Habrt  T.  Colunqs. 
University  of  PenMylvania. 
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Alaskan  Bailway,  expense  of,  11,  18,  95,  38. 
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Bargaining,  deuKxracy  and,  232. 
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values,  191 ;  issue  in  France,  295;  of  land  banks^ 
298;  liberty  and  victory,  298;  municipal,  259; 
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Borrowing,  federal  receipts  from,  134. 

BoTLB,  James  E.  A  Program  for  Redistribu- 
ting Sources  of  Revenue  as  Between  Cities, 
States,  and  National  Government,  272-6. 
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sity  for  system,  228;  need  for  bureau,  80,  88, 
94;  program  for  system,  285;  raising  of,  184. 

Budget  Maxino  in  Philadklphia — ^Itb  New 
Pbovibions  and  Opebation.  Wright  Hoff- 
man, 237-41. 

Building  codes,  government,  102, 112. 

Building  and  loui,  117. 

Bureaus,  government,  1  /. 

Business:  communities  in  Europe,  300;  cotJpera- 
tion  in,  112;  cost  of,  66;  government  and,  98, 
105;  peace-time.  161;  revival  of,  304;  sales  tax 
and,  201,  219. 

Business  license,  revenue  from,  141-5. 


Capital:  destruction  in  war,  284;  inheritance  tax 

and,  171;  labor  and,  104;  sales  tax  and,  210; 

taxes  from,  181;  taxes  on,  in  France,  158; 

transfer  of,  166;  unimproved  land  and,  189. 

stock  tax,  120. 

Cement,  government  standards  for,  97. 
Census,  Bureau  of,  11,  27,  31.    See  also  Depart- 
ment of  Commerce. 
Child  labOT,  employment  of,  163. 
Civil  Service:  73,  77,  80;  Commission,  7,  10,  20. 
Civil  service:  in  France,  153;  staff  of,  2;  tests, 

268. 
Cleveland,    Fbedebick   A.    Good-Will    and 

Economic  Blockade,  228-37. 
Commerce:  foreign,  24;  government  e^qpenditures 

on,  49;  problems  of,  103;  standardization  and, 

105;  taxes  in  France,  158. 
,  Department  of :  10, 18, 24, 30;  expenditures, 

36,  37,  44-6,  55,  57,  60,  66;  earnings,  74; 

personnel,  84. 
Commodities:  labor  and,  162;  sales  tax  and,  207; 

tax  on,  193. 
Communication:  development  of,  3;  needs  of, 

302. 
Construction,  municipal,  261. 
Consumer:  sales  tax  and,  208,  212,  216;  tariff 

and,  224. 
Consumption  taxes.    See  Taxes. 
Corporate  bond  tax,  121. 

stock  tax,  116, 136. 

Corporation  income  tax,  213. 

Corporations:  efficiency  in,  233;  federal  tax  on, 

135;  taxes  on,  123,  183. 
Cost  of  living,  increase  in  France,  153;  increase 

in,  266.    See  dUo  Living. 
Credit :  control  of  world,  299;  general,  in  England, 

294;  integrity  of  national,  301;  municipal,  259; 

private,  300,  304;  support  of  public,  23. 
Currency:  national,  20;  provision  of  national,  3; 

world,  297. 
Customs:  federal  recdpts  from,  133;  imports  and, 

200;  revenues  and,  5, 13,  275. 
Csecho-Slovalda,  national  debt,  297. 

Debt:  British  national,  291;  federal  receipts 
from  public^  133;  foreign  to  United  States,  284; 
French,  295;  German,  154,  296;  limits,  260; 
Peru's  fcffeign,  148;  public,  13,  161;  public  in 
France,  151;  taxes  on  secured,  117;  national, 
297. 

Defectives,  government  provision  for,  165. 
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Dcmocrapy,  "cult  of,"  229-SS. 

Development,  government:  109,  118;  Agricul- 

tm«l  Department  and*  26;  expenditurea  on, 

49;  expenses  for,  14. 
Disarmament,  international,  303. 
Disbursements,  expenses  and,  7. 
DoDDB,  H.  W.    Better  Methods  of  Municipal 

Bonding,  259-63. 
Donations,  revenue  from,  141. 

Earned  and  Unearnxd  Income.  Wilford  L 
King,  251-9. 

EcoNoioc  Blockade,  Good-Will  and.  Fred- 
crick  A.  Cleveland,  228-37. 

Education:  Agricultural  Department  and*  26, 
27;  expenditures  for,  9,  14;  government  and, 
49, 96, 109, 165;  in  Peru,  150;  public  in  France, 
153;  public,  2,  87,  114;  in  public  health,  82; 
research  in,  72;  study  of,  30;  subventions  and, 
181;  vocational  and  agricultural,  8;  of  work- 
men, 102;  Bureau  of,  29,  88. 

Efficiency,  Bureau  of,  20, 53, 88;  democracy  and, 
229-37. 

Employes,  federal.  Iff. 

Employment,  policy  of  the  government,  73. 

Engineering:  good  roads  and,  35;  government 
work  in,  90;  great  war  and,  32;  municipal,  ,261 ; 
safety  codes  and*  100, 112;  standardization  of, 
105. 

Engineering  Standards  G>nmiittee,  American, 
105. 

Escheats:  115,  168;  city  revenue  from,  141; 
revenue  from,  124. 

Excess  Pbofits  Should  Be  Kept  as  the  Main 
Sources  of  National  Taxation,  The  Net 
Income  and.    H.  C.  McKenzie,  180-8. 

Excess  profits,  43,  134,  157,  206. 

Excess  profits  tax.    See  Tax. 

Exchange:  depredated,  224;  situation,  286-8. 

Excise  taxes.    See  Taxes. 

Executive  Department:  earnings,  63;  expendi- 
tures, 36,  44,  53,  60,  63. 

Expenditures:  of  city  governments,  123;  federal, 
132;  in  France,  155;  government,  258;  in  Peru, 
148;  of  political  bodies,  165. 

Expenditures  and  Receipts  in  Fk/kNCE, 
Public.    Charles  Gide,  151-^5. 

Expenditures  and  Revenues  op  the  Federal 
Government.    Edward  B.  Rosa,  1-113. 

Expenditures,  Peru's  Burden  op  Militab\. 
J.  C.  Luitweiler,  148-50. 

Exports,  markets  for,  285. 

Export  tax,  287. 


Faguet,  fallacies  in  democracy,  229,  288. 
Farm  i^oducts,  increase,  26. 
Farms,  Redamation  Service  and,  85. 
Farmer:  markets  and,  187;  protection  of,  225. 
Faxtbt,  M.  L.    Sources  of  Revenue  of  the  States 

withaSpedalStudy  of  the  Revenue  Sources  of 
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Federal  government.    See  Gov^nment 
Fees,  federal  receipts  from,  133. 
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resources,  290. 

systems,  changes  in,  272. 
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Fines,  revenue  from,  115, 123, 124, 188,  141. 
Fiscal  systems,  166/. 
Food:  good  roads  and,  85;  supply  of,  26. 
Forest  Service,  4, 10, 18, 27, 28, 35,  37.    SeeaUo 

Department  of  Agriculture. 
Forfeits,  revenue  from,  115, 124, 188, 141. 
Forward,  D.  A.    The  Tariff  Policy  of  the 

United  Stotes  as  a  Creditor  Nation,  220-7. 
France:  Germany's  indemnity  to,  284;  indebted- 
ness of,  to  England,  291. 
France,  Pubuc  Expenditures  and  Rbodipts 

IN.    Charles  Gide,  151-5. 
French  Government  in  1920,  The  Sources  or 
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284-90. 
Poland,  national  debt,  297. 
PoU  taxes,  119, 128, 125, 187, 140, 148-5. 
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Telegraph:  system  in  France,  154;  taxes  on 
companies,  117, 121. 

Textiles,  government  usage  of,  97. 
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